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DISTRICT  OF  COLUMBIA 

Mr.  Ratcher.  lYe  shall  consider  now  the  supplemental  requests  for 
the  District  of  Columbia  as  contained  in  House  documents  numbered 
80j  98,  and  114,  totaling  $11,430,000.  I might  say  that  $10,400,000  of 
this  amount  relates  to  the  cost  of  the  j)ay  raises,  which  are  not  being 
considered  in  these  hearings. 

We  shall  place  in  the  record  at  this  point  the  statement  of  the  Presi- 
dent of  the  Board  of  Commissioners,  Commissioner  Tobriner. 

(The  statement  follows :) 

Statement  of  Commissioner  Walter  N.  Tobriner,  March  2,  1965 

Gentlemen,  House  Documents  80,  98,  and  114  request  additional  funds  in  fiscal 
year  1965  to  provide  appropriations  for  pay  increases  and  other  necessary  obliga- 
tions. A summary  of  the  revisions  requested  in  these  documents,  by  funds,  is  as 
follows : 

[In  thousands  of  dollars] 


1965 

H.  Doc. 
80 

H.  Doc. 
98 

H.  Doc. 
114 

Total 

From  District  funds— 

General  fund 

585 

9,433 

313 

971 

10, 989 
317 

Highway  fund,  regular 

4 

Highway  fund,  parking 

2 

3 

5 

Water  fund 

1 

91 

92 

Sanitary  sewage  works  fund 

27 

27 

Total.  

592 

9, 867 

971 

11,430 

(1) 
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The  total  requests  for  supplementals  for  1965  amounts  to  approximately  $11.4 
million.  The  major  item,  amounting  to  $10.4  million,  will  provide  funds  for 
salary  increases  now  in  effect  for  classified  employees,  schoolteachers,  policemen 
and  firemen,  and  wage  board  employees.  House  Document  80  contains  $506,000  of 
this  request  and  House  Document  98  includes  the  balance  of  $9,867,000.  The 
actual  cost  of  the  pay  raise  amounts  to  about  $11.6  million  but  the  District  has 
been  able  to  absorb  $1.2  million  of  the  requirement.  Other  supplementals  pro- 
vide for  the  settlement  of  claims  in  excess  of  $250  ($6,800),  an  adjustment  of  the 
workload  in  unemployment  compensation  ($80,000),  and  additional  land  for  the 
site  of  the  new  public  library  ($971,000) . 

The  estimated  revenues  for  the  District  of  Columbia  were  revised  on  Febru- 
ary 8,  1965,  and  approved  by  the  Bureau  of  the  Budget  on  February  16, 1965.  The 
changes  in  the  several  funds  are  as  follows  : 


[In  thousands  of  dollars] 


1965  in- 
crease (+)  or 
decrease  (— ) 

1966  in- 
crease (+)  or 
decrease  (— ) 

Total  in- 
crease (+)  or 
decrease  (— ) 

General  fund.  

-1-425 

-1377 

+71 

+7, 150 

+405 

+9 

-27 

-420 

+7, 575 

+782 

+80 

-27 

-420 

Highway  fund: 

Regular 

Parking 

Water  fund 

Sanitary  sewage  works  fund  

Total 

+873 

+7, 117 

+7,  990 

After  considering  these  additional  revenues,  the  increased  obligations,  and  an 
adjustment  of  reserves,  the  financial  condition  of  various  funds  for  fiscal  year 
1965  is  indicated  in  attachment  A. 

The  deficits  shown  in  the  general  fund  and  the  sanitary  sewage  works  fund 
are  eliminated  when  the  1965  and  1966  availability  and  requirements  are  con- 
sidered as  an  entity. 

We  are  now  prepared  to  discuss  in  detail  the  supplemental  item  for  1965. 
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(The  following  tables  were  submitted  for  the  record :) 

Revised  estimated  financial  condition,  fiscal  year  1965 


[In  thousands  of  dollars] 


Highway  fund 

Water 

fund 

Sani- 

tary 

sewage 

works 

fund 

Metro- 

politan 

area 

sani- 

tary 

sewage 

works 

fund 

Total 

General 

fund 

Regular 

account 

Motor 

vehicle 

parking 

account 

Total 

Estimated  revenue  availability: 

Surplus  at  beginning  of  year 

Unexpended  balance  released  to 
surplus: 

Operating  expenses 

3, 174 

2, 400 
500 

6, 002 
130 

554 

40 

6,  556 
170 

1, 950 
225 

-292 

175 

59 

11, 447 

2, 970 
500 

Revenues: 

Collections 

6, 074 

6, 132 

594 

6,  726 

2,175 

-117 

59 

14, 917 

231, 875 
37,  500 
20,  000 

21,  742 

891 

22,  633 

7, 891 
2,  047 

9,  280 
1,173 
5, 000 

49 

271,  728 
40,  720 
26, 400 

Federal  loan 

1,  400 

1,  400 

Total  revenues 

Total  availability 

Estimated  funds  required: 
Appropriations,  1965: 

Operating  expenses 

Capital  outlay  

Repayment  of  loans  and  in- 
terest   

289, 375 

23, 142 

891 

24,  033 

9,938 

15, 453 

49 

338,848 

295,  449 

29,  274 

1,485 

30, 759 

12,113 

15,336 

108 

353,  765 

252,  412 
32,  068 

1,  687 

12, 180 
13,185 

2,  213 

836 

13,  016 
13, 185 

2,  213 

7, 389 
2, 383 

1,173 

4,  318 
11,  026 

291 

81 

277,  216 
58, 662 

5,  364 

Total  appropriations, 
1965 

Supplemental  appropriation. 
Public  Law  88-635 

286, 167 

27,  578 

836 

28,  414 

10,  945 

15,  635 

81 

341, 242 

231 

231 

Proposed  supplementals: 

Unemployment  compensa- 
tion _ _ _ 

80 
9,  931 
971 
7 

80 
10,  372 
971 
7 

Pay  increases.—  

Downtown  library  site  . . 

317 

5 

322 

92 

27 

Claims  and  suits . . 

Total  proposed  supple- 
mentals  

Reserves:  Indefinite  appropria- 
tions and  other 

Total  appropriations,  sup- 
plementals, and  reserves... 

1964  appropriations  financed  in  1965.- 

1965  appropriations  financed  in  1966. . 

Total  funds  required 

Surplus  or  deficit  at  end  of  year 

10,  989 
900 

317 

150 

5 

322 

150 

92 

10 

27 

5 

11, 430 
1,  065 

298,  287 
6,  700 
-6, 830 

28,  045 

841 

28, 886 

11, 047 

15,  667 

81 

353,  968 
6,  700 
-6, 830 

298, 157 
-2,  708 

28,  045 
1,229 

841 

644 

28,  886 
1,  873 

11,  047 
1,  066 

15,  667 
-331 

81 

27 

353, 838 
-73 

Source:  Department  of  General  Administration,  Budget  Office,  Feb.  26,  1965. 
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Comparison  of  revenue  estimates  included  in  budget  for  1966  with  revision  of 

Feb.  8,  1965 


[In  thousands  of  dollars] 


1965 

1966 

1964 

actual 

Revised 

In- 

Revised 

In- 

In 

Feb.  8, 

crease  (-f ) 

In 

Feb.  8, 

crease  (-f) 

budget 

1965 

or  de- 

budget 

1965 

or  de- 

crease (— ) 

crease  (— ) 

General  fund: 

Taxes: 

Property  taxes: 

Realty  

64,  285 
10, 200 

68, 700 
10,  700 

68, 775 
10. 700 

-f-75 

72,800 
11, 200 

72, 800 
11. 200 

Personal  tangible  . . 

Subtotal,  prop- 

erty  taxes 

74, 485 

+ 79,  400 

79, 475 

-f75 

84, 000 

84, 000 

Sales  and  gross  re- 

ceipts: 

Alcoholic  bever- 

9, 645 
3,  529 
3,  552 

10, 100 
3,  600 
3,  800 

10,  400 
3,  600 
3, 800 

-f300 

10, 400 
3,  700 
4, 100 

10, 600 
3,  700 
4, 100 

-f200 

Cig'arette 

Insurance 

Motor  vehicle 

2, 833 

2, 950 

3,  000 

-f50 

3, 000 

3, 100 

-flOO 

Public  utilities, 

10, 126 
37,603 

10. 900 
40,  500 

10,  900 

11,  600 
43,  500 

11, 600 
44,000 

Sales  and  use 

41,  500 

+1, 000 

-P500 

Subtotal,  sales 

and  gross  re- 
ceipts  

67, 288 

71,  850 

73,  200 

-fl,  350 

76,  300 

77, 100 

-f800 

Income  taxes: 

Individual  income. 

32,  315 

35,  500 

35,  500 

39,  000 

39,  000 

Corporation  fran- 

chise  

10, 238 

10,  500 

10,  700 

-f200 

10, 800 

11, 000 

+200 

Unincorporated 

business  fran- 
chise   

1,713 

1,  800 

1,800 

1,  900 

1,900 

Subtotal,  in- 

come taxes . . . 

44, 266 

47, 800 

48,  000 

-1-200 

51,  700 

51,900 

+200 

Other  taxes: 

Inheritance  and  es- 

tate   

5, 160 

4,  500 

4,  500 

4,  500 

7,  000 

+2,  500 

Real  estate  recor- 

dation  

1,  739 

1,800 

1, 900 

-flOO 

1,800 

1,  900 

+100 

Motor  vehicle 

rpgistrati'nn 

4, 367 
4,  420 

4, 450 
4,  500 

4,450 
4,  600 

4,  550 
4,  600 

4,  550 
4,700 

Licenses  and  other. 

-flOO 

+100 

Subtotal,  other 

taxes 

15,  686 

15,  250 

15, 450 

-1-200 

15,  450 

18, 150 

+2, 700 

Total,  tax 

revenue 

201, 725 

214,  300 

216, 125 

-f  1,825 

227, 450 

231, 150 

+3, 700 

Charges  and  miscellaneous 

revenue: 

Charges  for  current  ser- 

+400 

vices 

6,404 

6,850 

7, 100 

-1-250 

7, 100 

7,  500 

Fines,  escheats,  and 

+500 

forfeitures 

3, 990 

4,  350 

4,  600 

-1-250 

4,  500 

5,  000 

Policemen  and  fire- 

moTi^'Q  rptirpmpnt. 

2, 793 

3, 150 

3, 150 

3, 350 

3, 350 

Interest  on  invest- 

ments   

352 

250 

50 

-200 

50 

50 

Other  miscellaneous 

3,  000 

+2, 400 

revenue 

540 

2,  550 

850 

-1,  700 

600 

Total,  charges  and 

18, 900 

+3, 300 

miscellaneous 

14,  079 

17, 150 

15,  750 

-1,400 

15,  600 

Total,  revenues 

215,804 

231, 450 

231,875 

-+-425 

243,  050 

250,  050 

+7,  000 

Unexpended  balance  re- 

1,800 

1,950 

+150 

leased  to  surplus 

3,  764 
37,  500 

2, 900 

2, 900 
37,  500 

Federal  payment 

37,  500 

50, 000 

50,  000 

Grand  total,  general  fund. 

257,  068 

271, 850 

272,  275 

-t-425 

294,850 

302,  000 

+7, 150 
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. Comparison  of  revenue  estimates  included  in  budget  for  1966  with  revision  of 
Feb.  8,  1965 — Continued 


[In  thousands  of  dollars] 


1965 

1966 

1964 

actual 

Revised 

In- 

Revised 

In- 

In 

Feb.  8, 

crease  (-f ) 

In 

Feb.  8, 

crease  (+) 

budget 

1965 

or  de- 

budget 

1965 

or  de- 

crease (— ) 

crease  (— ) 

Highway  fund: 

Regular  account: 

12, 594 

13, 000 

13,400 

-f400 

13,200 

13, 600 

+400 

Licenses  and  other  tax 

3, 404 

3,570 

3,570 

3,570 

3,  570 

Charges  and  miscel- 

7,902 

4, 760 

4, 755 

-5 

1, 760 

1,  765 

+5 

Income  from  invest- 

151 

35 

17 

-18 

Subtotal,  highway 

fund,  regular 

24,  051 

21,365 

21, 742 

-f377 

18, 530 

18, 935 

+405 

Unexpended  balance  to 

252 

130 

130 

270 

270 

Total,  highway  fund. 

regular  account 

24,303 

21,495 

21, 872 

+377 

18, 800 

19,205 

+405 

Motor  vehicle  parking  ac- 

count: 

Parking  meters 

728 

715 

775 

+60 

+11 

690 

675 

-15 

Public  parking 

103 

95 

106 

95 

119 

+24 

Income*  from  invest- 

ments   

117 

10 

10 

10 

10 

Subtotal,  motor  ve- 

hicle parking 

account 

948 

820 

891 

+71 

795 

804 

+9 

Unexpended  balance  re- 

leased to  surplus  - 

55 

40 

40 

45 

45 

Total,  motor  vehicle 

parking  account 

1,003 

860 

931 

+71 

840 

849 

+9 

Grand  total,  highway 

fund 

25,306 

22,355 

22,803 

+448 

19,  640 

20,  054 

+414 

Water  fund: 

Water  service  charges 

6, 329 
418 

6, 390 
415 

6, 390 
415 

6,  530 
415 

6, 630 
415 

+100 

Other  charges  and  revenue. 
Payment  from  Arlington 

Cmmty,  Virg^inia 

1,063 

3 

1,085 

1 

1,  085 
1 

1, 100 

1, 100 
1 

Income  from  investments. . 

1 

Subtotal,  water  fnnd 

7, 813 

7,891 

7,891 

8, 046 

8, 146 

+100 

Unexpended  balance  re- 

leased to  surplus  - 

1, 364 

225 

225 

400 

500 

+100 

Federal  payment  for  water 

consumed 

1,924 

2,047 

2,  047 

2, 200 

1, 973 

-227 

Grand  total,  water  fund. 

11, 101 

10, 163 

10, 163 

10, 646 

10,  619 

-27 

Sanitary  sewage  works  fund: 
Sewer  service  charges 

4, 373 
909 

4, 410 
4, 060 
120 

4, 410 
4,  060 
120 

4, 510 
4, 000 
245 

4,  581 
3,783 
157 

+71 

-217 

—88 

Payment  from  Maryland.  _ 

Payment  from  Virginia 

Water  pollution  grants. 

87 

735 

420 

420 

420 

420 

Other  charges  and  revenue. 
Income  from  investments.  . 

261 

270 

270 

275 

275 

6 

Subtotal,  sanitary  sew- 

age works  fund  . 

6, 371 

9,280 

9, 280 

9, 450 

9, 216 

-234 

Unexpended  balance  re- 

leased to  surplus  . - 

1,  008 

175 

175 

15 

15 

Federal  payment  for  sew- 

age service 

944 

1, 173 

1, 173 

1, 335 

1, 149 

-186 

Grand  total,  sanitary 
sewage  works  fund... 

8, 323 

10, 628 

10, 628 

10, 800 

10, 380 

-420 
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Comparison  of  revenue  estimates  included  in  hudget  for  1966  with  revision  of 
Fel).  8,  1965 — Continued 


[In  thousands  of  dollars] 


1964 

actual 

1965 

1966 

In 

budget 

Revised 
Feb.  8, 
1965 

In- 
crease (+) 
or  de- 
crease (— ) 

In 

budget 

Revised 
Feb.  8, 
1965 

In- 
crease (-{-) 
or  de- 
crease (— ) 

Metropolitan  area  sanitary 
sewage  works  fund; 

Sewer  charges  

49 

49 

57 

30 

57 

30 

Unexpended  balance  re- 
leased to  surplus.  

Grand  total,  metro- 
politan area  sanitary 
sewage  works  fund... 

49 

49 

87 

87 

Grand  total,  all  District 
of  Columbia  Funds. . 

301, 798 

315, 045 

315, 918 

-f873 

336, 023 

343, 140 

+7, 117 

Justification  of  the  Estimates 


Mr.  Natcher.  The  justifications  will  be  inserted  in  the  record  at  this 
point. 

(The  justifications  follow:) 

General  Operating  Expenses 

“Eor  an  additional  amount  for  'General  operating  expenses,'  $585,800,  of  which 
$6,000  shall  he  payable  from  the  highway  fund  {including  $2,100  from  the  motor 
vehicle  parking  account),  $1,000  from  the  water  fund,  and  $S00  from  the  sanitary 
sewage  works  fund:". 

Pay  increases,  $505,800 

This  amount  is  necessary  to  meet  the  cost  of  pay  increases  under  Public  Law 
88-426  ($478,100),  effective  July  5,  1964,  and  the  cost  of  wage  board  increases 
($27,700)  which  became  effective  the  beginning  of  the  first  pay  period  after 
December  23,  1964. 

The  total  requirement  for  pay  increases  for  this  appropriation  was  $598,783, 
and  the  net  request  shown  above  refiects  a total  absorption  of  $92,983  by  the 
departments  concerned. 

Unemployment  compensation,  $80,000 
The  total  increase  of  $80,000  will  be  distributed  as  follows : 


Position  (grade  and  title) 
or  item 

Number 

requested 

Personnel 

compensa- 

tion 

Personnel 

benefits 

Other 

Total 

Employees  unemployment  com- 
pensation 

$80,000 

$80, 000 

The  additional  amount  of  $80,000  is  requested  to  meet  the  increased  costs  for 
District  of  Columbia  unemployment  compensation.  The  fiscal  year  1965  appro- 
priation for  payment  of  unemployment  compensation  claims  submitted  by  eligible 
former  District  of  Columbia  government  employees  is  $454,000.  These  funds 
are  administratively  charge  to  the  Personnel  Office,  Department  of  General 
Administration,  but  are  expended  by  the  District  Unemployment  Compensation 
Board. 


As  indicated  in  the  table  below,  the  expenditures  for  unemployment  compen- 
sation have  been  increasing  since  approval  of  Public  Law  87-424,  March  30, 
1962.  The  most  significant  provisions  of  this  act  were  (1)  an  increase  in  maxi- 
mum benefit  payments  from  $30  to  $48  per  week,  ^^fith  benefit  payments  being 
recomputed  on  an  annual  basis;  and  (2)  the  extension  of  the  duration  of  the 
benefit  payment  i)eriod  from  26  to  34  weeks. 


Informational  data 


1962 

1963 

1964 

1965 

(estimate) 

Unemplo vnient  expenditures 

$239, 719 
1, 351 
$48 

$371, 909 
1, 414 
$49 

$452,  616 
1, 760 
$51 

$534,  000 
1, 900 
$53 

Recipients - 

^Maximum  benefit  payment 

''For  an  additional  amount  for  'Public  Safety,’  §4,4-99,800,  of  ivhich  $266,300 
shall  he  payable  from  the  highivay  fimd. 

"For  an  additional  amount  for  'Education,’  $3,522,500. 

"For  an  additional  amount  for  'Parks  and  Recreation,’  $244,200. 

"For  an  additional  amount  for  'Health  and  Welfare,’  $1,294,500. 

"For  a?i  additional  amount  for  'Highioays  and  Traffic,’  $50,000,  paya'hle  from 
the  highicay  fund  {including  $3,000  from  the  motor  vehicle  parking  account). 

"For  an  additicmal  amount  for  'Sanitary  Engineering,’  $255,900,  of  which 
$91,400  shall  be  payable  from  the  water  fund  and  $26,900  from  the  sanitary 
seivage  icorks  fund.” 

The  above  increases  requested  are  distributed  as  follows : 


Public  Law 
88-426 
(classified) 

Pubhc  Law 
88-575 
(Teachers’ 
Salary  Act) 

Public  Law 
88-575 
(police  and 
fire) 

Wage  board 
increase 

Total 

Public  safety 

$960, 526 
117, 260 
117,  440 
1, 182,  040 
50,  000 
15,  000 

$3, 522, 450 

$16, 824 
116, 540 
75,  260 
112,  460 

$4, 499, 800 
3,  522,  500 
244,  200 
1,  294,  500 
50,  000 
255,  900 

Education  _ 

$3,  288,  700 

Parks  and  recreation 

51, 500 

Health  and  welfare  

Highways  and  traffic 

Sanitary  engineering 

240,  900 

Total 

2,  442,  266 

3,  288,  700 

3,  573,  950 

561,  984 

9,  866,  900 

By  funds: 

General 

2,  373,  866 
50,  400 
3,  000 
15,  000 

3,  288,  700 

3, 311,  050 
262, 900 

458,  684 

9,  432,  300 
313, 300 
3,  000 
91, 400 
26, 900 

Highway  fund  (regular) 

Highway  fund  (parking) 

Water  fund-.  

76,  400 
26,  900 

Sanitary  sewage  works  fund 

The  total  requirement  for  pay  increases  was  $10,943,489,  and  the  net  request 
shown  above  refiects  a total  absorption  of  $1,076,589  by  the  departments 
concerned. 
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Settlement  of  Claims  and  Suits 

“jPor  the  payment  of  claims  in  excess  of  $250,  approved  dy  the  Commissioners 
in  accordance  with  the  provisions  of  the  Act  of  February  11,  1929,  as  amended 
U5  State.  1160;  46  Stat.  500;  65  Stat.  131),  $6,800:”. 

The  accompanying  estimate  of  appropriation  is  submitted  in  order  to  pay 
claims  under  the  same  Act  of  Congress  which  are  in  excess  of  $250  each,  as 
follows : 


Claimant 


Nature  of  claim  or  suit 


Cherry,  ct  ux.  v.  B.C 

Annie  Holier  v.  D.C. 

Mrs.  Florence  E.  Parker 

Boston  Insurance  Co.  v.  D.C.. 
Jackson  y.  D.C 

Graham  y.  D C 

Nationwide  Mutual  Insur- 
ance Co.  and  Lucas. 


Personal  injuries  to  Mr.  Cherry  (sprains  and 
contusions  to  both  legs  and  arms;  abra- 
sions and  contusions  to  chest  and  side) 
from  fall  on.  sidewalk  at  14th  and  Irving 
Streets  NW.,  on  Dec.  22,  1958. 

Personal  injuries  (strain  of  left  hip.  ankle  and 
knee)  from  fall  on  public  sidewalk  in  front 
of  224-226  H Street  NW.,  on  Mar.  29,  1963. 

Personal  injuries  (contusions,  and  sprain  of 
both  knees  and  upper  right  arm)  from  fall 
on  the  public  sidewalk  on  14th  Street  SE., 
near  W Street,  on  Mar.  23,  1964. 

Damage  to  automobile  owned  by  Charles 
and  Elizabeth  Keegan  when  struck  by 
Department  of  Public  Health  vehicle  in 
the  3200  block  of  McKinley  Street  NW., 
on  Nov.  21,  1961. 

Personal  injuries  (cervical  strain;  lumbo- 
sacral strain)  and  damage  to  auto  when 
struck  by  Department  of  Highways  and 
Traffic  vehicle  near  Brentwood  Road  and 
T Street  NE.  on  Sept.  23,  1963. 

Personal  injuries  (fracture  of  right  wrist) 
from  fall  on  public  sidewalk  in  front  of  3424 
Oliver  Street  NW.,  on  Dec.  17, 1962. 

Damage  to  automobile  owned  by  Lawrence 
A.  Lucas,  insmed,  when  struck  by  De- 
partment of  Highways  and  Traffic  vehicle 
at  South  Dakota  Avenue  and  Gallatin 
Street  NE.,  on  May  20,  1963. 


Total, 


Amount  of 
claim  or  suit 

Amount  of 
settlement 

$40, 000. 00 

$1, 500. 00 

10, 000. 00 

1, 000. 00 

5, 000. 00 

850. 00 

651.  35 

651. 35 

10,  000. 00 

675. 00 

10, 000.  00 

1,  500.  00 

530.  50 

530.  50 

76, 181.  85 

6, 706.  85 

Capital  Outlay 

“i^or  an  additional  amount  for  'Capital  Outlay,’’  $971,000:”. 

Funds  in  the  amount  of  $971,000  are  requested  to  purchase  additional  land  for 
the  new  downtown  central  library  to  be  erected  at  Ninth  and  G Streets  NW. 

The  1965  Appropriation  Act  included  $2,351,000  for  a site  of  approximately 
76,000  square  feet  for  the  new  library  project.  As  a result  of  rising  costs  of 
land  in  this  area,  however,  the  funds  appropriated  are  adequate  for  the  purchase 
of  only  54,000  square  feet  of  land.  Unless  the  balance  of  the  land,  22,000  square 
feet,  is  obtained,  the  original  plan  to  provide  outside  parking  facilities  would 
have  to  be  eliminated.  The  request  for  $971,000  is  therefore  being  made  to 
acquire  the  additional  land,  which  would  be  used  as  a parking  area  for  the  con- 
venience of  readers  coming  to  the  library. 

The  land  now  proposed  for  acquisition  is  comprised  of  lots  7,  8,  9,  10,  11,  75, 
76,  77,  78,  and  79  in  square  375.  These  10  lots  will  provide  ground  level  parking 
for  70  vehicles. 


It  is  contemplated  that  80  permanent  parking  spaces  will  be  provided  in  a base- 
ment within  the  library  building,  and  that  19  or  20  of  these  spaces  would  be 
used  to  park  official  Government  vehicles  and  cars  belonging  to  key  staff  mem- 
bers and  employees  who  are  handicapped.  The  remaining  spaces  will  be  made 
available  to  patrons  of  the  library. 

It  is  highly  desirable  to  provide  a reasonably  adequate  number  of  parking 
spaces  for  use  by  readers  coming  to  the  library,  and  it  is  felt  that  having  the 
additional  outside  parking  facilities  would,  to  a great  extent,  meet  the  need  that 
is  anticipated.  Furthermore,  the  availability  of  parking  space  w^ould  stimulate 
use  of  the  library  services  by  people  who  might  not  otherwise  use  them. 
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UXEMPLOYMEXT  COMPEXSATIOX 

WITNESSES 

SCHUYLER  LOWE,  DIRECTOR,  DEPARTMENT  OF  GENERAL  ADMIN- 
ISTRATION 

D,  P.  HERMAN,  BUDGET  OFFICER 

HENRY  HUBBARD,  PERSONNEL  OFFICER,  DISTRICT  OF  COLUMBIA 

Mr.  Xatcher.  Taking  up  operating  expenses  we  shall  consider  first 
unemployment  compensation,  the  request  for  which  is  $80,000. 

Mr.  Hubbard,  we  shall  be  glad  to  hear  your  statement  on  this  item. 

Mr.  Hubbaed.  The  additional  aniomit  for  the  current  fiscal  year  of 
$80,000  appears  to  be  needed  on  the  basis  of  our  first  6 months’  ex- 
perience. I would  like  to  point  out  that  the  unemployment  compensa- 
tion fund  is  administered  by  the  District  of  Columbia  Unemployment 
Compensation  Board.  The  budget  is  charged  to  the  Personnel  Office 
for  budgetary  purposes.  A close  check  with  the  District  of  Columbia 
Unemployment  Compensation  Board  mdicates  that  $296,225  was  spent 
for  the  first  half  of  the  current  fiscal  year.  Forecasthig  on  the  basis 
of  that  and  on  the  basis  of  previous  years’  experience,  which  indicates 
the  second  half  is  usually  somewhat  less,  it  would  appear  that  about  a 
total  of  $53d,000  would  be  needed,  which  is  an  additional  $80,000.  And 
this,  of  course,  is  a mandatory  item.  The  District  govermnent  merely 
pays  the  bills,  as  submitted  by  the  Unemployment  Compensation 
Board. 

Mr.  Xatcher.  And  further,  Mr.  Hubbard,  as  Mr.  Tobriner  has  ex- 
plained to  the  committee,  all  of  the  items  set  forth  in  the  supplemental 
are  properly  funded  by  the  District  at  tliis  time. 

]\Ir.  Lowe.  That  is  correct,  Mr.  Chairman. 

Mr.  Fatchee.  Mr.  Hubbard,  thank  you  very  much. 

Settlemext  of  Claims  axd  Suits 

Mr.  Xatchee.  Xext  we  have  settlement  of  claims  and  suits.  Pro- 
ceed, Mr.  Herman. 

Mr.  Heemax.  This  is  a request  for  $6,800  to  pay  for  claims  which 
have  been  agreed  upon  by  the  Corporation  Comisel’s  office  and  plain- 
tiff and  approved  by  the  Connnissioners.  You  will  recall  that  diming 
the  hearings  on  the  1966  request  of  the  Corporation  Counsel,  there  were 
some  discussions  about  the  payment  of  claims  when  they  were  imder 
$250.  This  is  the  settlement  of  claims  over  $250,  and  they  were  all 
listed  as  to  the  amount  of  suit  and  how  much  was  approved  by  the 
Commissioners.  The  total  amount  is  $6,800. 

Mr.  Xatchee.  Thank  you,  Mr.  Herman. 
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Site  for  the  New  Central  Library 

WITNESSES 

HARRY  N.  PETERSON,  DIRECTOR 

MRS.  CATHERINE  M.  HOUCK,  ASSOCIATE  DIRECTOR 

MISS  FRANCES  W.  SHIRLEY,  HEAD,  BUDGET  AND  FISCAL  DEPART- 

m:ent 

ALVAN  C.  CHANEY,  HEAD,  DEPARTMiENT  OF  PLANNING  AND  OPERA- 
TIONS 

JAMES  L.  McCALLISTER,  ADMINISTRATIVE  SERVICES  OFFICER, 

DEPARTMENT  OF  GENERAL  ADMINISTRATION 

Additional  Land  for  Neav  Central  Library 

Mr.  Natcher.  Now,  we  take  up,  at  this  time,  the  “Capital  outlay” 
item  pertaining  to  the  additional  site  for  the  new  Central  Library. 
And  we  have  before  the  committee  Mr.  Harry  Peterson,  the  Director  of 
the  Library  System  in  the  District  of  Columbia,  together  with  mem- 
bers of  his  staff,  and  especially  Mrs.  Catherine  Houck,  who  does  an 
awfully  good  job,  Mr.  Peterson,  pinchhitting  for  you  when  you  are  not 
present,  together  with  other  assistants. 

Go  right  ahead,  Mr.  Peterson,  and  explam  to  us  the  request  here  for 
additional  site.  And  I want  you  to  do  a good  job  with  this,  Mr.  Peter- 
son ; because,  either  on  or  off  the  record,  you  have  considerable  support 
on  this  committee. 

Mr.  Peterson.  Thank  you  very  much.  I hope  that  will  be  on  the 
record. 

As  the  chairman  and  the  members  of  the  committee  know,  the  Board 
of  Library  Trustees  recommended  the  land  at  Ninth  and  G Streets, 
the  northwest  corner  of  this  intersection,  for  the  new  downtown  library 
site.  This  was  supported  by  the  District  of  Columbia  commissioners. 
Congress,  in  1965,  appropriated  the  sum  of  $2,351,000  to  acquire  a site 
to  be  designated  by  the  District  of  Columbia  Commissioners.  When 
their  decision  was  reaffirmed,  the  land  was  purchased,  or  at  least 
54,000  square  feet  of  the  land  was  acquired  out  of  76,000  available 
in  this  area.  That  was  all  that  could  be  obtained  with  the  money 
available.  I am  now  before  the  coimnittee  to  ask  that  a supplemental 
be  granted  in  the  amount  of  $971,000,  so  that  the  additional  land 
available  can  be  acquired.  This  land  consists  of  lots  7,  8,  9,  10,  11, 
75,  76,  77,  78,  and  79  in  square  375.  It  is  shoA^m  on  this  map  in  the 
area  not  included  m the  red  outline.  The  red  outline  represents  the 
land  that  we  have  acquired.  This  is  the  First  Congregational  Church. 
This  is  the  alley  between  the  church  and  the  remaining  10  lots  that  we 
are  talking  about  and  for  which  we  are  seeking  funds  in  the  supple- 
mental request.  Five  of  these  are  on  G Place,  and  the  other  5 are  on 
G Street. 

Mr.  Natcher.  That  would  then  give  you  the  total  of  76,000  square 
feet  ? 

Mr.  Peterson.  Yes,  sir. 

Mr.  Natcher.  Go  right  ahead,  Mr.  Peterson. 
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LAND  NEEDED  FOR  PARKING 

Mr.  Peterson.  The  reason  we  are  asking  for  this  land  is  to  provide 
parkmg.  Aside  from  the  fact  that  this  is  an  excellent  location  for  the 
library  as  such,  and  in  spite  of  the  fact  that  the  54,000  square  feet 
will  give  us  enough  space  to  meet  the  minimal  building  requirements 
stated  in  the  Booz,  Allen  & Hamilton  report,  we  need  the  additional 
land  in  order  to  get  adequate  parking  for  people  using  the  library. 
This  area  would  contain  approximately  70  spaces  for  automobiles.  We 
also  contemplate  making  arrangements  for  parking  facilities  in  the 
lower  basement  level  of  the  new  building.  According  to  the  Depart- 
ment of  Buildings  and  Grounds,  District  of  Columbia,  this  area  would 
accommodate  approximately  80  spaces. 

It  is  our  thought  that  if  we  are  to  have  parking  facilities  we  need 
a minimum  of  100  spaces,  and  it  would  be  highly  desirable  to  have 
150  spaces.  The  latter  requirement  would  be  met  in  these  two  ways : 
(1)  with  70  spaces  outside  in  the  lot  discussed,  and  (2)  80  spaces  in 
the  basement  area  I have  mentioned. 

I think  this  sums  up  the  story,  sir.  The  reason  for  the  supplemental 
request  is  that  we  need  the  land  for  parking.  It  would  have  been 
acquired  with  the  money  appropriated,  but  the  land  values  have  gone 
up  beyond  what  had  been  anticipated  or  could  have  been  anticipated. 
This  is  an  area  of  great  appreciation  and  I think  Mr.  McCallister 
will  testify  to  that. 

Mr.  Natcher.  During  the  hearings  on  the  budget  for  fiscal  year 
1966,  and  especially  at  the  time  we  took  up  the  budget  request  for  fiscal 
year  1965,  the  committee  was  informed  that  the  present  library  was 
constructed  in  the  year  1903  with  Carnegie  funds.  The  location  of  the 
present  library,  of  course,  is  not  conducive  to  the  best  interests  and  use 
as  far  as  the  library  is  concerned  by  the  citizens  and  taxpayers  m the 
District  of  Columbia.  At  the  time,  we  approved  the  site  for  the  new 
Central  Librarjq  Mr.  Peterson,  it  was  the  understanding  of  the  com- 
mittee that  the  approval  was  originally  for  76,000  square  feet.  Tliat 
is  correct,  isn’t  it? 

Mr.  Peterson.  Yes,  sir;  I believe  that  is  correct.  In  any  case  it 
was  our  intention  to  try  to  get  the  76,000.  And  I think  the  estimate  of 
$2,351,000  that  was  submitted  last  year  represents  the  amount  of  money 
it  was  thought  would  be  needed  to  acquire  the  whole  76,000  square  feet. 

Mr.  Natcher.  After  the  location  was  explained  carefully  and 
thoroughly  to  the  committee,  the  committee  was  of  the  opinion  that 
the  entire  site  should  be  purchased  for  the  new  Central  Library.  Due 
to  the  cost  of  the  site,  the  new  Central  Library  site  Avas  reduced  gen- 
erally, making  the  request  for  the  $971,000  necessary  at  this  time  for 
the  10  lots  that  you  have  described.  This  carries  it  back  to  the 
original  76,000  square  feet.  Mr.  McCallister,  that  statement  is  cor- 
rect, isn’t  it? 

Mr.  McCallister.  It  is,  sir. 

Mr.  Natcher.  And,  Mr.  McCallister,  you  contemplate  no  addi- 
tional problems  you  thought  would  be  present  when  you  first  con- 
sidered the  76,000  as  far  as  acquiring  the  site  is  concerned  ? Certainly 
the  property  owners  and  the  people  that  own  this  land  should  be 
adequately  compensated.  The  committee  feels  that  way,  Mr. 
McCallister. 
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At  the  same  time,  your  request  for  additional  land  seems,  Mr. 
Peterson,  to  be  a fair  request  to  me  as  one  member  of  the  committee, 
because,  as  you  and  I know,  Mr.  Peterson,  it  may  be  many  years 
before  another  Central  Library  is  constructed  in  the  city  of  W ashing- 
ton.  The  one  in  use  at  the  present  time  has  been  there  for  62  years. 

Mr.  Peterson.  Yes,  sir. 

Mr.  Yatgher.  Mr.  Davis  ? 

Mr.  Davis.  I think  the  only  basic  question  I have,  Mr.  Peterson,  is 
hoAv  we  can  assure  that  we  are  providing  a necessary  parking  facility 
for  library  users  or  library  staff,  and  aren’t  just  providing  a convenient 
parking  place  for  the  downtown  shoppers  in  the  Washington  area. 

Mr.  Peterson.  Mr.  Davis,  as  I indicated  at  the  previous  hearing  on 
the  1966  budget,  this  is  a matter  that  we  have  not  had  an  opportunity 
to  look  into.  It  would  be  foolish  to  say  that  it  does  not  represent  a 
problem,  but  I do  think  that  there  are  possible  solutions.  One  that 
comes  to  mind  is  the  possibility  of  having  parking  limited  to  a given 
interval,  say,  2 or  3 hours,  and  then  having  the  parking  spaces  mon- 
itored, so  that  people  who  come  down  to  do  long-term  errands  will 
not  abuse  the  privilege.  I think  this  can  be  worked  out.  But  it  is 
a definite  problem. 

Mr.  Davis.  I think  it  a serious  enough  problem,  Mr.  Peterson,  that 
we  ought  to  stop,  look,  and  listen  over  a million  dollars  until  we  have 
some  pretty  practical  solutions  to  the  problem. 

Mr.  Peterson.  lYell,  there  are  some  other  possible  solutions;  for 
instance,  the  installation  of  meters.  I understand  from  what  Com- 
missioner Tobriner  said  last  time  that  this  is  not  feasible  under  present 
regulations,  unless  I misunderstood  his  statement.  But,  again,  I think 
that  provisions  could  be  made  for  this  kind  of  thing.  I don’t  know 
whether  or  not  it  would  require  legislation  to  correct  it.  But  even 
that  might  be  a possibility. 

I do  think  it  is  exceedingly  important  to  have  ready  parking  fa- 
cilities for  the  library  users.  And  I think  that  the  services  will  be 
used  far  more  if  we  have  adequate  parking,  conveniently  placed  next  to 
the  building,  than  might  otherwise  be  the  case. 

In  other  words,  it  is  a way  of  protecting  the  investment  of  money 
that  will  go  into  the  new  building.  I think  it  will  assure  the  greatest 
possible  use  of  the  facility.  In  fact,  many  more  people  might  come  to 
use  the  library  if  they  had  parking  than  would  otherwise  come. 

Mr.  Lowe.  Before  you  close  the  hearing  record,  we  could  supply  for 
the  record  an  illustrative  plan  that  would  accomplish  the  purposes 
that  you  have  in  mind.  It  might  not  be  the  plan  finally  put  into  effect, 
but  it  would  at  least  be  illustrative  of  a practical  means  of  controHing 
the  situation.  There  are  several  ways  whereby  it  can  be  done  with  a 
considerable  degree  of  success.  We  would  be  happy  to  supply  such 
a plan  to  you. 

Mr.  Davis.  I would  feel  a lot  more  comfortable  about  this  extra 
parking  space  requirement  if  I thought  it  was  going  to  facilitate  the 
use  of  the  library  and  be  of  benefit  to  the  library  staff  and  library  users. 
But,  I don’t  think  it  is  the  function  of  this  appropriation  to  provide 
parking  in  an  area  where  normal  downtown  people  usually  have  trouble 
findinif  parking.  And  this  is  going  to  be  a big  temptation  to  them 
unless  it  is  very^ rigidly  controlled. 
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Mr.  Petersox.  May  I make  this  observation?  In  the  Booz,  Allen 
& Hamilton  report  the  statement  was  made  that  parking  studies  have 
indicated  that  75  percent  of  the  people  who  spend  2 hours  or  less  in 
town  will  not  walk  more  than  four  blocks  from  where  they  park  to 
where  they  shop.  Less  than  15  percent  of  the  people  who  spend  a full 
day  in  town  will  walk  more  than  five  blocks.  I think  this  will  be  a 
deterrent  to  use  of  the  facility  for  parking  to  go  to  stores,  except  those 
that  are  in  the  immediate  environs.  I don’t  tliink,  on  the  basis  of  tliis 
study,  that  the  library  parking  area  will  be  used,  for  instance,  by  people 
patronizing  Garfinckel’s  or  other  further  removed  stores,  such  as  Lans- 
burgh’s  and  Kann’s.  They  might  be  tempted  to  use  it  if  they  were 
gomg  to  Woodward  & Lothrop  and  Hecht’s.  Both  of  those  stores,  of 
course,  have  parking  facilities,  but  they  do  charge  fees.  I think 
a limitation  in  the  amomit  of  time  that  would  be  permitted  for  parking 
would  serve  as  a deterrent.  It  might  even  be  limited  to  1 hour. 

Mr.  Davis.  Do  you  have  a word  of  wisdom  for  us.  Brother  Mc- 
Callister  ? 

Mr.  McCallister.  Rather  a word  of  information,  sir. 

First,  I want  to  be  sure  that  I am  not  contradicting  Commissioner 
Tobriner.  We  have  had  properties  off  the  street  on  which  parking 
meters  have  been  placed.  These  parking  meters  cannot  be  handled  in 
the  same  maimer  as  parkmg  meters  on  the  street;  in  other  words,  a 
police  officer  cannot  come  on  that  property  and  issue  a ticket  or  sum- 
mons for  violations  of  the  parking.  However,  a person  employed  by 
the  owner  of  the  property  can  call  the  police  officer  onto  the  property 
and  serve  as  the  complainant  if  and  when  the  case  goes  to  court.  And 
in  this  way,  the  police  officer  can  issue  a ticket.  We  are  doing  this 
today  without  meters  behind  the  District  budding  off  the  public  street. 
And  perhaps  these  meters  could  be  used  with  the  adjunct  of  a special 
policeman  or  watchman  employed  by  the  library. 

Mr.  Davis.  I don’t  care  to  belabor  the  point,  Mr.  Chairman,  but  I 
am  concerned  about  it. 

Mr.  Ratcher.  As  I understand,  Mr.  Peterson,  this  amount  can  be 
funded  out  of  District  of  Columbia  funds  at  this  time  ? 

Mr.  Peterson-.  Someone  else  will  have  to  bear  witness  to  that. 

Mr.  Lowe.  That  is  correct. 

Mr.  RxVtcher.  Mr.  Peterson,  we  want  to  thank  you  and  Mrs.  Houck 
and  the  members  of  your  staff  for  your  appearance  before  our  com- 
mittee at  this  time.  And  you  can  rest  assured  that  we  will  carefully 
consider  this  matter. 

Mr.  Peterson.  Thank  you  very  much. 
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SUBCOMMITTEE  ON  LEGISLATIVE  BRANCH  APPROPRIATIONS 

GEORGE  W.  ANDREWS,  Alabama,  Chairman 
TOM  STEED,  Oklahoma  ODIN  LANGEN,  Minnesota 

MICHAEL  J.  KIRWAN,  Ohio  BEN  REIEEL,  South  Dakota 

JOHN  M.  SLACK,  Jr.,  West  Virginia 
JOHN  J.  ELYNT,  Georgia 

LEGISLATIVE  BRANCH 

Thursday,  March  11, 1965. 

Mr.  Andrews.  The  committee  will  come  to  order. 

We  meet  for  the  purpose  of  considering  supplemental  requests 
contained  in  House  Document  Nos.  80  and  98  made  by  the  Clerk’s 
Office,  the  Architect’s  Office,  the  Library  of  Congress,  and  the  Superin- 
tendent of  Documents ; and  also  Chairman  Patman  is  scheduled  as  a 
witness  to  make  a supplemental  request  for  the  Joint  Economic 
Committee. 

The  total  amount  requested  for  these  items  is  $8,243,138.  We  do  not 
of  course  review  those  pertaining  solely  to  the  other  body.  All  except 
one  request  have  to  do  with  the  general  pay  raise  on  wage  board  items. 

House  of  Representatives 

WITNESSES 

H.  NEWLIN  MEGILL,  ADMINISTRATIVE  ADVISER  TO  THE  CLERK 

AND  CHIEF,  OFFICE  OF  FINANCE 
DON  C.  GIBSON,  BUDGET  ANALYST 

Mr.  Andrews.  We  have  first  the  items  submitted  by  the  Clerk  of  the 
House,  and  my  information  is  that  he  is  unable  to  be  with  us  this  morn- 
ing. What  is  the  trouble,  Mr.  Megill  ? 

Mr.  Megill.  I am  the  Clerk’s  chief  of  the  Office  of  Finance,  and  I 
have  with  me  Mr.  Gibson,  who  is  the  budget  analyst.  We  will  present 
the  Clerk’s  statement  here  this  morning,  Mr.  Chairman,  if  it  pleases 
the  committee.  Mr.  Roberts  requested  that  we  make  the  appearance 
for  him  this  morning. 

Mr.  Andreavs.  Can’t  he  be  with  us  ? 

Mr.  Megill.  He  hasn’t  been  too  well,  as  you  know.  I don’t  know 
Avliether  that  is  the  reason  for  his  not  appearing.  He  just  asked  us  to 
represent  him  today.  I don’t  know  whether  he  didn’t  feel  like  it  physi- 
cally or  whether  he  just  thought  we  would  be  able  to  present  it  properly 
for  him. 

Mr.  Andrews.  Have  you  a statement  to  make? 
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Mr.  Megill.  Mr.  Chairman,  I do  have  a formal  statement.  Before 
going  into  the  formal  statement,  I would  like  to  say  it  is  a pleasure 
again  to  appear  before  this  understanding  committee.  We  have  found 
you  very  knowledgeable  of  the  growing  problems  of  the  House  of 
Kepresentatives  as  we  have  been  presenting  them  to  you,  and  we 
trust  that  we  will  be  able  to  continue  in  a manner  that  will  meet 
that  test,  sir. 

Mr.  Chairman,  the  Clerk  has  submitted  this  request  for  a supple- 
mental appropriation  of  $7,041,888  to  cover  the  amounts  used  and  to 
be  used  to  meet  the  requirements  of  the*  Government  Employees 
Salary  Eeform  Act  of  1964,  Public  Law  88-426,  approved  August 
14, 1964,  as  it  applies  to  all  pay  structures  of  the  House  of  Eepresent- 
atives.  This  act  became  effective  July  1,  1964,  the  very  first  day  of 
our  present  fiscal  year.  The  amounts  required  by  this  law  have  been 
met  to  date  from  available  appropriations  in  the  pay  structures  of 
the  House. 

Each  member  of  the  committee  has  before  him  a table  showing  the 
amount  originally  appropriated  for  each  department,  the  amount 
estimated  to  be  needed  to  meet  the  requirements  of  the  Government 
Employees  Salary  Keform  Act  of  1964,  for  the  full  fiscal  year  1965, 
and  the  projected  probable  balance. 

The  Clerk  has  not  submitted  supplemental  appropriation  request 
for  any  of  the  following  items.  He  hopes  to  be  able  to  meet  the  re- 
quirements out  of  available  current  appropriations : 

1.  The  cost  incident  to  the  enactment  of  the  House  Employees  Posi- 
tion Classification  Act,  Public  Law  88-652,  approved  October  13, 
1964.  Estimated  cost  to  cover  authorized  expenditures  for  6 months, 
$102,000; 

2.  The  cost  incident  to  additional  items  of  Government  contribu- 
tions to  employees’  benefit  programs  for  12  months,  as  follows : 
$102,000  for  Government  contribution  to  employees  retirement  pro- 
gram ; $7,500  for  Government  contribution  to  employees’  health  bene- 
fits program,  and  $6,000  for  Government  contribution  to  employees’ 
life  insurance  program; 

3.  The  cost  incident  to  the  $600  annual  increase  in  the  authorized 
allowance  to  each  Member  and  the  Resident  Commissioner  for  con- 
gressional district  expenses.  Estimated  total  cost  to  cover  authorized 
expenditures  for  6 months,  $121,000 ; and 

4.  Such  amount  as  may  be  required  pursuant  to  the  authorization 
for  each  Member  of  the  House  and  the  Resident  Commissioner  to 
appoint  one  additional  clerk  effective  January  3,  1965. 

The  House  Employees  Position  Classification  Act,  Public  Law 
88-652,  was  put  info  operation  by  the  Committee  on  House  Adminis- 
tration on  January  1,  1965.  The  implementation  of  the  provisions 
of  this  act  is  entirely  under  the  control  of  that  committee.  The  Clerk 
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has  been  stressed  to  meet  the  administrative  and  budgetary  require- 
ments flowing  from  this  committee’s  actions  under  its  provisions. 
Employees  have  been  transferred  from  one  pay  structure  to  another. 
New  pay  schedules  have  been  developed  and  longevity  formulas  pro- 
vided. This  movement  of  employees  from  one  pay  structure  to 
another  requires  the  Clerk  to  request  this  committee  to  include  lan- 
guage in  this  bill  to  authorize  him  to  transfer  such  amounts  as  may 
be  required,  as  a result  of  the  actions  of  the  Committee  on  House 
Administration  pursuant  to  the  House  Employees  Position  Classifi- 
cation Act  from  the  contingent  expenses  of  the  House,  fiscal  year 
1965,  to  the  pay  structure  of  the  officers  of  the  House  effected  by  such 
action. 

Since  the  appropriation  for  Members’  clerk  hire  for  the  current 
fiscal  year  is  being  used  at  an  accelerated  rate,  the  Clerk  requests 
authority,  in  the  eventuality  it  would  be  necessary,  to  transfer  such 
amounts  as  may  be  necessary  from  Members’  clerk  hire,  fiscal  year  1963, 
to  Members’  clerk  hire,  fiscal  year  1965. 

Mr.  Chairman,  we  appreciate  the  opportunity  to  present  these 
problems  to  your  committee  and  trust  our  proposals  will  receive  favor- 
able consideration. 

Mr.  Andrews.  We  are  looking  at  the  spread  sheet  furnished  mem- 
bers of  the  committee  by  the  Clerk’s  office.  Briefly  for  the  record  tell 
us  how  this  was  made  up,  on  what  basis. 

Mr.  Megill.  Mr.  Gibson  will  reply  to  that,  Mr.  Chairman. 

Mr.  Gibson.  Back  in  November  I set  up  the  supplemental  which  was 
sent  down  to  the  Budget  Bureau,  and  that  is  column  (1).  We  had 
one  amendment  for  the  Joint  Committee  on  Defense  Production,  and 
that  appears  in  column  (2),  page  2.  Column  (3)  is  the  total  supple- 
mental that  we  are  now  requesting,  which  includes  an  additional 
$10,000.  In  column  (5)  I show  the  original  appropriation  we  got 
from  this  committee  last  year.  In  column  (6)  I added  the  appropri- 
ation and  the  supplemental.  Then  in  column  (7)  I showed  the  total 
expenditures  for  each  appropriation  up  to  February  28,  1965.  Based 
upon  the  February  28  payroll,  in  column  (8)  I projected  the  expendi- 
tures for  the  remainder  of  the  fiscal  year.  In  column  (9)  I show  the 
projected  balance  remaining. 

Mr.  Andrews.  lAliat  was  the  total  amount  appropriated  in  the  1965 
bill? 

Mr.  Gibson.  The  total  amount  was  in  the  neighborhood  of  $59  mil- 
lion—$59,201,010. 

Mr.  Andrews.  That  was  for  all  purposes  ? 

Mr.  Gibson.  Yes,  sir. 

Mr.  Andrews.  What  is  the  total  amount  requested  in  this  supple- 
mental ? 

Mr.  Gibson.  $7,041,888. 

Mr.  Andrews.  That  would  give  you  a total  available  fund  of  about 
$66,245,000. 

Mr.  Gibson.  Tliat  is  correct,  sir.^ 

Mr.  Andrews.  How  much  of  this  do  you  expect  to  be  unspent  or  un- 
obligated as  of  the  30th  of  J une  ? 
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Mr.  Gibson.  As  closely  as  we  can  determine  right  now — we  go  by 
our  forecast  and  experience  in  past  years — it  will  be  in  the  neighbor- 
hood of  approximately  $2  million,  which  will  be  returned  3 years 
hence. 

Mr.  Andrews.  How  many  years  hence  ? 

Mr.  Gibson.  Three  years.  This  year  we  will  be  turning  back  1963 
funds  when  we  go  into  the  1966  budget. 

Mr.  Andreevs.  Looking  at  the  spread  sheet,  the  projected  balance 
at  June  30,  1965,  in  the  fourth  item,  for  the  Office  of  the  Clerk,  you 
project  a balance  of  $16,759 ; but  that  is  after  you  pay  from  this  item 
the  furniture  shop  salaries  transferred  from  another  item  effective 
January  1 under  the  new  Position  Keclassification  Act,  which  you  men- 
tioned. Wliat  will  that  shift  amount  to  in  dollars  for  the  6 months  ? 

Mr.  Gibson.  As  of  February  the  Conunittee  on  House  Administra- 
tion set  the  furniture  shop  up  to  a rough  payroll  of  $11,000  plus  a 
month  with  a few  jobs  open.  So,  we  are  going  to  have  to  ask  for  per- 
haps $60,000  or  so  to  be  transferred  to  the  Clerk’s  appropriation  to 
meet  this  payroll.  That  of  course  is  from  the  contingent  fund  (fur- 
niture) into  the  pay  structure  of  Salaries,  O.  & E. 

Mr.  Andrews.  Won’t  that  leave  a considerable  balance  in  the  ap- 
propriation from  which  the  transfer  was  made  ? 

Mr.  Gibson.  Yes,  sir,  it  will. 

Mr.  Andrews.  How  much  do  you  expect  to  have  left  in  that  account  ? 

Mr.  Gibson.  Furniture  has  $271,000.  Roughly  $171,000  will  be  re- 
maining in  furniture  if  we  have  a transfer  of  $100,000  over  to  this 
appropriation. 

Mr.  Megill.  We  will  have  to  include  the  expenditures  from  this  day 
to  the  end  of  the  year.  Mr.  Chairman,  I hope  the  committee  will  take 
into  consideration  that  the  clerk  is  making  purchases  of  items  that 
will  reduce  that  amount  very  considerably,  including  an  item  of  about 
$30,000  for  rugs  for  the  floor  of  the  House  and  for  the  Speaker’s  lobby, 
which  already  has  been  contracted  for,  and  for  other  items. 

Mr.  Andrews.  You  mean  in  the  House  Chamber  ? 

Mr.  Megill.  The  House  Chamber  and  the  Speaker’s  lobby  proper. 

Mr.  Andrews.  We  do  need  a new  carpet  in  there.  It  is  pretty  badly 
worn. 

Mr.  Megill.  It  has  been  a great  need. 

Mr.  Andrews.  How  long  has  the  present  carpet  been  down? 

Mr.  Megill.  It  has  been  down  there  for  about  14  years. 

Mr.  Andrews.  What  do  you  estimate  to  be  the  cost  to  recarpet  the 
Chamber  ? 

Mr.  Megill.  About  $30,000.  I don’t  have  the  current  estimate,  but 
the  estimate  4 years  ago  was  $25,000.  I would  say  it  would  be  about 
$30,000. 

Mr.  Andrews.  Does  that  include  the  lobby  ? 

Mr.  Megill.  That  includes  the  lobby ; yes,  sir. 

Mr.  Andretvs.  Do  you  do  that  by  contract  ? 
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Mr.  Megill.  That  is  done  by  negotiation  with  a carpet  company. 

Mr.  Andrews.  Does  that  include  the  installation  ? 

Mr.  Megill.  It  includes  the  installation,  yes,  sir. 

Mr.  Andrews.  Approximately  $25,000  ? 

Mr.  Megill.  I would  say  plus.  It  is  going  to  be  more  than  $25,000^ 
close  to  $30,000, 1 think,  Mr.  Chairman. 

Mr.  Andrews.  If  we  should  give  you  the  transfer  language  as  you 
mention  for  the  new  law,  you  would  have  too  much  money  in  one 
pocket  or  another,  wouldn’t  you  ? 

Mr.  Megill.  The  too  much  money  will  be  in  the  pocket  of  the 
furniture  lump  sum  which  will  remain. 

Mr.  Andrews.  How  much  would  you  say  ? 

Mr.  Megill.  I am  not  prepared  to  give  you  the  exact  figure.  I 
could  supply  the  committee  with  a figure.  The  clerk  is  making  pur- 
chases each  day. 

Mr.  Andrews.  What  projected  balance  do  you  have  for  the  appro- 
priation for  committee  employees  ? 

Mr.  Gibson.  We  show  a projection  as  of  June  30,  1965,  a balance 
remaining  of  $157,873,  based  on  the  February  payroll. 

Mr.  Andrews.  Is  that  a pretty  firm  projection  ? 

Mr.  Gibson.  It  is  except  for  one  factor.  We  don’t  know  how  hard 
we  are  going  to  be  hit  by  the  ceiling  being  taken  off  the  $8,880  base 
for  committee  staff'  members.  So  far,  each  month  they  have  been 
gaining  a little  momentum.  We  have  approximately  19  at  top  pay. 
We  do  expect  more  to  utilize  this  extra  pay  for  staff  members.  We 
think  we  are  covered  for  the  year.  I think  we  can  take  care  of  that. 

Mr.  Andrews.  All  right,  the  Sergeant  at  Arms. 

Mr.  Gibson.  For  the  Sergeant  at  Arms  as  of  June  30  we  show  a 
balance  of  $308,311,  but  in  that  respect  the  Kayburn  Building  enters 
into  it  again.  Last  year  the  Sergeant  at  Arms  was  authorized  to  have 
54  more  policemen  partly  to  handle  the  new  building.  So  far,  there 
are  still  43  not  appointed.  I have  not  talked  to  the  Sergeant  at  Arms, 
but  between  now  and  June  as  the  building  progresses  and  people  move 
in,  I imagine  he  will  be  filling  these  positions. 

Mr.  Andrews.  Do  you  anticipate  the  full  load  of  policemen  to  be  54 
when  finally  appointed  ? 

Mr.  Gibson.  Yes,  sir,  but  not  by  the  end  of  June. 

Mr.  Andrews.  How  many  new  policemen  have  been  employed  and 
assigned  to  the  Kayburn  Building  ? 

Mr.  Gibson.  So  far,  there  have  been  nine  assigned,  but  I do  not 
know  where.  Of  the  54  they  have  used  9,  but  I don’t  know  where  they 
are  assigned. 

Mr.  Andrews.  Let  us  take  up  the  Doorkeeper.  For  the  Doorkeep- 
er’s activities  you  project  a deficit  of  $55,000-plus.  Is  that  because 
of  transfer  under  the  new  position  law  ? 


19 


Mr.  Gibson.  Yes,  sir.  That  was  transfer  of  the  folding  room  rate 
■workers  on  to  onr  present  pay  scale  where  they  are  given  the  bene- 
hts  of  the  House  as  regular  "legislative  employees.  That  has  been 
running  roughly  $20,000  a month.  MY  do  have  funds  in  the  fold- 
ing room  to  forward  to  cover  this  deficit. 

Mr.  Andrews.  M^hat  does  this  involve  in  money  and  people  for  the 
6 months? 

Mr.  Gibson.  This  is  the  one  I referred  to,  between  $85,000  and  $100,- 
000  by  June  30. 

Mr.  Andrews.  How  many  people  are  involved  ? 

Mr.  IMegill.  I would  say  about  65  people,  Mr.  Chairman.  This 
is  another  illustration  of  the  nebulous  condition  of  our  budget  at  the 
present  time  due  to  the  House  Employees  Reorganization  Act.  It 
is  not  the  pay  increase.  MY  are  referring  to  two  different  statutes 
here.  The  one  that  gives  us  the  very  uncertain  time  in  budgeting  is 
the  House  Employees  Position  Classification  Act,  which  was  enacted 
by  the  Congress  and  approved  by  the  President  on  October  13,  1961, 
and  Avas  implemented  and  is  being  implemented  by  the  Committee  on 
House  Administration. 

Mr.  Andreavs.  That  upgraded  most  employees,  did  it  not  ? 

">Ir.  IMegill.  Yo,  sir;  I Avoiild  not  say  so.  It  did  not.  A great  many 
of  them  receAed  nothing.  It  placed  a limitation,  a new  subceiling  on 
the  officers’  staffs  below  Avhat  is  proAuded  for  other  employees,  al- 
though there  Avere  in  certain  instances  rather  marked  increases  in  sal- 
aiw,  yes,  sir. 

Mr.  Andreavs.  Let  me  ask  you  this:  For  1965,  including  this  sup- 
plemental request,  your  total  budget  is  about  $66,245,000.  MTiat  com- 
parable figure  will  you  liaA^e  for  your  1966  request  ? 

i\Ir.  Gibson.  I will  liaA^e  that  for  you  in  a moment.  Of  course,  Mr. 
Chairman,  I want  you  to  realize  that  in  our  1966  request  prepared 
last  October  we  don’t  liaA^e  anything  in  here  with  regard  to  this  reor- 
ganization. This  Avhole  budget  will  have  to  be  amended. 

iMr.  Andreaa^s.  Supply  for  the  record  the  figure  that  I asked  for. 

^Ir.  Megill.  Our  budget  was  prepared  before  this  act  became  law 
and  before  it  became  effective. 

Mr.  Gibson.  As  of  right  now  our  estimate  for  1966  is  $75,738,002. 

Mr.  Megill.  For  the  new  fiscal  year. 

Mr.  Andreaa^s.  Yoav,  in  connection  with  that  other  question:  The 
projected  shortage  in  the  Doorkeeper's  appropriation,  you  would  coA^er 
Avith  the  transfer  language  you  suggested,  I take  it. 

Mr.  Gibson.  Yes,  sir,  that  is  correct. 

Mr.  Andreaa^s.  But  that  would  still  leave  a surplus  of  funds  in  one 
of  the  appropriations ; would  it  not  ? 

Mr.  Gibson.  Yes,  sir;  “Folding  documents.”  The  contingent  fund 
for  this  item  is  now  inactive  and  will  have  a balance  of  roughly 
$133,000,  from  which  we  shall  have  to  make  a transfer  to  the  Door- 
keeper's appropriation  as  I indicated  earlier. 
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Mr.  Megill.  That  is  identical  with  the  operation  on  furniture.  The 
Comimttee  on  House  Administration,  as  a result  of  their  implementa- 
tion of  the  House  Emplo^^ees  Eeorganization  Act,  have  made  stat- 
utory positions  by  their  action,  of  employees  that  were  formerly  paid 
out  of  these  lump  sums.  jSTow  we  are  asking  that  the  money  follow 
them  into  “Salaries,  officers  and  employees.” 

Mr.  Andkews.  With  reference  to  the  Postmaster,  there  is  a projected 
balance  of  $32, 000-plus.  What  would  have  occasioned  that  ? 

Mr.  Gibson.  We  have  seven  mail  clerks  not  yet  appointed  by  the 
House  Administration  Committee.  Eight  mail  clerks  were  authorized 
last  year.  One  has  been  appointed  as  of  the  end  of  February.  These 
jobs  run  around  $5,300  a year.  This  will  be  pretty  close.  I don’t 
know  if  Mr.  Morris  is  going  to  appoint  any  more. 

Mr.  Steed.  Mr.  Morris  advised  me  yesterday  that  he  is  appearing, 
I believe  this  week,  before  the  House  Administration  Committee  ask- 
ing for  this  full  complement. 

Mr.  Gibson.  Then,  that  might  offset  the  balance  remaining. 

Mr.  Andrews.  Do  you  know  of  any  unusual  charges  to  be  incurred 
against  this  item  during  the  remainder  of  the  year  ? 

Mr.  Gibson.  I now^  have  been  informed  that  these  seven  positions 
will  be  filled,  and  that  is  the  only  change  I am  aware  of. 

Mr.  Andrews.  With  reference  to  the  legislative  counsel,  there  seems 
to  be  a prospective  balance  of  some  $23, 000-plus.  That  would  sug- 
gest some  moderation  of  the  $42,000  supplemental.  What  would  jqv 
say  about  that  ? 

Mr.  Gibson.  We  have  to  realize  that  the  legislative  counsel  have 
related  items.  This  is  not  strictly  salaries.  They  have  sometimes  hired 
consultants.  They  have  subscriptions.  They  buy  professional  books, 
et  cetera.  When  you  get  into  an  appropriation  like  this,  it  is  not 
strictly  salaries.  It  is  very  hard  to  determine  what  they  will  need 
to  purchase  for  the  operation  of  their  function. 

Mr.  Andrews.  With  reference  to  “Clerk  hire  of  Members,”  you  re- 
flect a small  shortfall,  $74,000.  That  is  probably  very  tentative;  is  it 
not? 

Mr.  Gibson.  Yes,  sir.  The  deficit  is  strictly  due  to  the  impact  of 
House  Resolution  Ro.  7 of  the  89th  Congress  which  authorized  the 
additional  clerk  hire  and  an  additional  clerk  for  the  Members.  Right 
now  we  really  do  not  know  how  this  is  going  to  affect  us  in  the  long 
run.  We  do  know  that  the  payroll  from  December  of  1964  to  F ebruary 
28, 1965,  has  increased  by  $189,000  a month,  and  this  is  just  starting  to 
hit  us. 

Mr.  Megill.  I might  add,  Mr.  Chairman,  there  is  a built-in  poten- 
tial in  the  authority  of  the  basic  act  for  Members  to  appoint  over  800 
employees  without  reference  to  the  resolution  cited  by  Mr.  Gibson 
a moment  ago. 

Mr.  Andrews.  As  I understand  the  resolution  on  the  matter  of 
added  help  adopted  at  the  beginning  of  the  session,  it  authorized  you 
to  charge  the  extra  cost  to  the  contingent  fund  until  we  have  had  an 
opportunity  to  put  tlie  money  in  the  regular  item ; did  it  not  ?. 

Mr.  Gibson.  Yes,  sir ; it  did. 
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Mr.  Andrews.  But  you  have  been  charging  it  to  this  regular  appro- 
priation instead  ? 

Mr.  Gibson.  We  are  trpng  to  absorb  the  cost.  Like  the  executive 
branch,  we  are  trying  to  absorb  a little  bit  of  this  pay  raise. 

Mr.  Megill.  Also,  it  gave  us  the  added  facility,  if  I may  state  it, 
of  administering  the  direction  of  the  House.  It  would  have  been  quite 
difficult  to  have  set  up  payrolls  in  the  contingent  fund  and  to  have 
given  the  Members  the  opportunity  to  increase  certain  clerks  up  to  a 
$7,500  base  from  a $7,000  base,  when  they  were  only  provided  with  a 
$4,500-base  increase  under  the  contingent  fund.  So,  it  was  quite  neces- 
sary to  keep  it  in  the  pay  structure  of  clerks  to  Members,  if  at  all 
possible.  That  is  the  reason  we  are  going  ahead  with  it  in  that 
manner. 

Mr.  Andrews.  What  is  your  best  educated  guess  as  to  the  minimum 
additional  you  think  might  suffice  here  to  piece  out  fiscal  1965  ? 

Mr.  Gibson.  On  the  basis  of  what  has  happened  in  January  and 
February — of  course  March  is  not  over,  but  we  are  aware  of  the  ap- 
pointments that  are  coming  in  in  March — I would  estimate  that  we 
would  need  an  additional  $250,000  to  be  safe. 

Mr.  Andrews.  Of  course,  we  are  now  talking  about  a matter  over 
which  you  have  no  control.  It  depends  entirely  on  the  way  a Con- 
gressman operates  his  office.  He  has  any  number  of  alternatives.  He 
incurs  the  bill,  and  you  pick  up  the  check. 

Mr.  Megill.  Yes,  sir.  The  Clerk  has  to  be  prepared  to  meet  these 
contingencies.  They  do  run  a considerable  gamut.  For  that  reason, 
Mr.  Chairman,  language  has  been  prepared  for  an  eventuality  which 
may  not  occur,  requesting  this  committee  for  authority  to  transfer  an 
amoimt  that  we  have  on  the  books  from  the  1963  similar  item  into  1965, 
in  the  event  it  is  necessary.  We  will  not  use  it  and  could  not  use  it 
and,  of  course,  can  only  disburse  such  amounts  as  the  JMembers  file 
proper  papers  for. 

Mr.  Steed.  Mr.  Chairman,  we  have  found  over  the  years  that  in  this 
item  the  best  rule  of  thumb  or  the  most  accurate  mle  of  thumb  we 
have  had  is  to  take  the  April  payroll.  It  seems  the  demand  on  this 
fund  averages  a lot  more  in  the  April  payroll  than  in  any  other  month 
of  the  year.  Of  course,  we  don’t  have  the  advantage  of  that  yet  this 
year. 

Mr.  Andrews.  We  will  have  it  when  we  hold  the  regailar  hearings. 

Mr.  Megill.  We  will  be  prepared  in  the  regular  hearings. 

Mr.  Steed.  The  record  has  shown  that  12  times  the  April  payroll 
will  always  keep  you  in  good  shape. 

Mr.  Andrews.  That  is  interesting.  I want  to  talk  to  you  later  about 
it. 

Mr.  Megill.  Of  course,  Mr.  Chairman,  we  have  noted  that  the  bal- 
ances we  have  been  carrying  in  the  clerk  hire  for  Members  and  Dele- 
gate have  been  gradually  deteriorating.  In  fact,  we  put  the  commit- 
tee on  notice  last  year  that  it  should  not  be  cut.  I think  we  were  cut 
$300,000. 
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Mr.  Gibson.  $300,000,  and  that  is  what  we  are  short. 

Mr.  Andrews.  Mhth  reference  to  the  Joint  Taxation  Committee,  I 
notice  a possible  balance  at  June  30  of  some  $78,000,  according  to  your 
mathematics.  Mdiat  balances,  if  any,  have  they  had  in  the  last  3 or  4 
years  ? 

Mr.  Gibson.  In  fiscal  year  1964  they  had  a balance  of  $44,000.  In 
fiscal  year  1963  they  had  a balance  of  $36,000.  As  yon  go  back  yon  see 
that  they  nsnally  have  between  $35,000  and  $40,000  remaining.  They 
have  a very  heavy  drain  in  related  items.  They  have  consultants  for 
tax  work,  et  cetera.  They  have  to  supply  each  staff  member  with  up- 
dated Commerce  Clearing  House  Eegulations,  Prentice-Hall  guides, 
et  cetera.  This  is  another  item  for  which  you  cannot  go  by  payroll 
alone  because  of  many  related  costs. 

Mr.  Andrews.  With  reference  to  the  Joint  Committee  on  Defense 
Production,  you  asked  for  a $5,000  supplemental  on  account  of  the 
general  pay  bill  but,  as  I understand  it,  you  say  there  was  a clerical 
miscalculation  of  the  mandatory  amount  needed,  that  the  figTire  should 
have  been  $15,000. 

Mr.  Gibson.  Yes,  sir.  When  I made  up  the  supplemental  I was 
trying  to  base  some  of  the  items  on  the  1966  budget  which  was  strictly 
payroll,  which  would  be  very  easy  to  do.  For  other  items  I used  a 
formula.  This  is  one  of  the  items  that  was  based  on  the  1966  budget. 
I subtracted  65  from  80  and  got  5 instead  of  15.  It  is  strictly  my 
error. 

Mr.  Andrews.  Will  you  shore  up  the  record  to  show  proper  calcu- 
lations supporting  the  larger  amount. 

Mr.  Gibson.  Yes,  sir. 

(The  information  to  be  supplied  follows :) 


Clerk  and  coimsel $20,  590.  08 

Professional  staff  member 19,  303.  56 

Do 14,  345.  64 

Do 13, 109.  88 

Secretary T,  233.  36 

Reporting  services 1,200.  00 

Travel,  stationery,  publications,  and  miscellaneous  bflSce  expenses 4,  217.  48 


Total 80,000.00 


Mr.  Andrews.  On  this  sheet  you  also  project  a balance  of  $6,000- 
plus,  nearly  $7,000.  What  about  that  ? 

Mr.  Gibson.  This  is  on  the  Joint  Committee  on  Defense  Produc- 
tion ; yes,  sir.  This  is  another  one  of  the  organizations  we  have  that 
has  related  items,  just  like  the  Joint  Connnittee  on  Internal  Revenue 
Taxation,  Legislative  Counsel,  and  Coordinator  of  Information.  They 
have  so  much  for  the  reporting  of  hearings  and  for  miscellaneous  ex- 
penses. 

Mr.  Andrews  Mr.  Steed. 

Mr.  Steed.  Some  of  the  joint  committees  have  asked  for  money  in 
excess  of  the  total  authorized  amoimt  they  could  have  under  the  acts 
creatmg  them  and  therefore  became  subject  to  points  of  order.  Have 
you  any  items  in  here  that  come  in  that  category  ? 
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Mr.  Gibson.  No,  sir.  Every  item  in  here,  as  far  as  I am  concerned, 
is  strictly  for  salary  increase  retroactive  to  July  1,  1964.  There  has 
been  no  addition  for  any  related  item  whatsoever  from  last  year.  We 
have  tried  to  take  the  position  that  the  pay  raise  will  supercede  the 
law  that  sets  the  ceiling  because  we  have  always  figured  in  our  office 
these  gentlemen  should  get  the  pay  raise  just  like  everybody  else.  As 
Mr.  Steed  has  said,  it  could  be  subject  to  a point  of  order. 

Mr.  Steed.  Aside  from  the  items  that  have  to  do  with  the  increased 
staffing  in  various  categories  to  take  care  of  the  new  Rayburn  Building, 
are  any  of  the  supplemental  items  here  to  cover  anything  other  than 
mandatory  pay  raises  for  employees  already  employed  or  do  any  of 
them  provide  for  additional  employees  ? 

Mr.  Gibson.  Yes,  sir;  we  have  some.  As  Mr.  Megill  stated  earlier, 
our  budget  is  very  nebulous  because  of  the  action  of  the  Committee  on 
House  Administration.  I have  worked  out  a figure  as  close  as  I can. 
For  the  officers  of  the  House  we  have  an  increase  of  $102,987,  which 
is  not  due  strictly  to  the  pay  increase.  It  is  due  to  the  reorganization 
act. 

Mr.  Megill.  That  would  be  the  House  Employees  Position  Classifi- 
cation Act,  Public  Law  88-652. 

Mr.  Steed.  In  each  instance  these  additions  would  be  only  after  the 
authority  is  granted  by  the  House  Administration  Committee  ? 

Mr.  Gibson.  Yes,  sir. 

Mr.  Megill.  Mr.  Chairman,  to  answer  the  Representative’s  question 
more  particularly,  this  act  provides  that  the  Committee  on  House 
Administration  shall  implement  the  act,  and  their  action  in  setting  up 
a position  or  in  changing  a position  in  this  category,  or  its  location  or 
any  step  taken  by  the  committee,  certified  by  the  chairman  of  the  com- 
mittee, is  binding  on  each  officer  and  it  becomes  part  and  parcel  of  that 
law. 

Mr.  Andkews.  Mr.  Flynt. 

Mr.  Flynt.  No  questions,  Mr.  Chairman. 

Mr.  Andrews.  Mr.  Langen. 

Mr.  Langen.  I think  the  chairman  has  covered  the  field  very  well, 
but  there  are  a couple  of  items  that  puzzle  me  just  a little.  I am  fully 
aware  of  the  problems  that  you  have  by  virtue  of  the  Rayburn  Build- 
ing commg  into  being  and  being  occupied  and  the  necessity  of  staffing 
that  goes  with  it. 

In  that  connection  and  considering  your  request,  will  the  staffing 
and  whatever  arrangements  that  need  to  be  made  in  the  Rayburn 
Building  such  that  when  we  approach  the  1966  budget  we  will  have 
a pretty  good  idea  of  what  the  requirements  are  going  to  be  and  what 
the  staff  is  going  to  be  so  we  don’t  run  into  this  problem  again  ? 

Mr.  Megill.  Yes;  I would  say  that  is  true,  Mr.  Langen.  As  each 
month  goes  by  we  are  able  to  fiian  up  these  actions  of  the  officers  and 
of  the  Committee  on  House  Administration.  By  the  time  we  appear 
before  the  committee,  if  we  do  appear,  or  when  the  clerk  himself  ap- 
pears, he  will  be  in  position  to  present  very  firm  figures  and  statements 
to  you  as  to  the  actions  taken  by  the  officers  and  the  amounts  required. 
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Mr.  Langen".  I make  tliat  reference  because  of  the  confusion  that 
has  prevailed.  I recall  when  this  matter  was  before  us  a year  ago 
there  was  some  doubt  as  to  when  the  building  would  be  opened  and 
when  these  employees  would  of  necessity  need  to  be  hired  and  when 
they  would  go  to  work.  Somewhere  along  here  we  must  arrive  at  a 
point  at  wliich  this  job  is  done. 

Mr.  Megill.  Yes,  sir.  This  is  being  firmed  up  by  the  gradual  oc- 
cupancy of  the  building,  and  it  is  also  being  controlled  by  the  action 
of  the  Committee  on  House  Administration  pursuant  to  the  act  we 
have  been  discussing  rather  elaborately  here,  the  House  Employees 
Position  Classification  Act,  which  also  added  somewhat  to  the  fluid 
condition  we  have  been  in. 

Mr.  Langen.  Mr.  Chairman,  one  item  off  the  record. 

(Discussion  off  the  record.) 

Mr.  Langen.  That  is  all,  Mr.  Chairman. 

Mr.  Andrews.  Mr.  Eeifel. 

Mr.  Eeifel.  No  questions. 

Mr.  Andrews.  Thank  you,  gentlemen. 

Mr.  IMegill.  We  want  to  thank  you  again  for  the  opportunity  to 
appear  before  the  committee. 


Thursday,  March  11, 1965. 
Library  of  Congress 

WITNESSES 

E.  QUINCY  MUMFORD,  LIBRARIAN  OF  CONGRESS 
WILLIAM  W.  ROSSITER,  BUDGET  OFFICER 

Pay  Act  Costs 

Mr.  Andrews.  Dr.  Mumford,  w^e  shall  insert  your  statement  in  the 
record. 

(The  justification  follows :) 


Justification  of  supplemental  request  for  pay  increase,  fiscal  year  1965 — Summary 

of  request 


Appropriation  title 

Amount 
included  in 
H.  Doc.  98 

Proposed 

absorption 

Adjusted 

request 

Salaries  and  expenses,  Library  of  Congress 

Salaries  and  expenses,  Copyright  Office 

$415,800 
86, 200 
172, 800 
106,300 
14, 000 

5,  700 
1 4,  500 
1200 

$40, 000 

$375,800 
86, 200 
167,800 
106,300 
12, 600 

Salaries  and  expenses.  Legislative  Reference  Service 

Salaries  and  expenses,  distribution  of  catalog  cards 

Salaries  and  expenses,  books  for  the  blind 

5, 000 

1,400 

5,700 
4, 500 
200 

Collection  and  distribution  of  library  materials  (special  foreign 
currency  program)  _ __ 

Organizing  and  microfilming  the  papers  of  the  Presidents 

Preservation  of  motion  pictures 

Total 

805, 500 

56,800 

748, 700 

1 Not  included  in  the  Library’s  request  submitted  to  the  Bureau  of  the  Budget  and  therefore  omitted 
from  H.  Doc.  98. 
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General  Statement 

Included  in  the  supplemental  request  for  pay  increase  (H.  Doc.  98,  89th  Cong., 
1st  sess. ) are  the  following  items  for  the  Library  of  Congress. 


Salaries  and  expenses.  Library  of  Congress $415,  800 

Salaries  and  expenses.  Copyright  Office 86,  200 

Salaries  and  expenses.  Legislative  Reference  Service 172, 800 

Salaries  and  expenses,  distribution  of  catalog  cards 106,  300 

Salaries  and  expenses,  books  for  the  blind 14,  000 

Collection  and  distribution  of  library  materials  (special  foreign  cur- 
rency program) 5,700 


Total 800,  800 


At  the  time  that  the  estimates  were  prepared,  the  Library  was  confronted 
with  problems  that  have  beset  it  for  a long  time,  such  as  masses  of  material 
flowing  into  the  Library,  arrearages  in  processing  activities,  demands  for  serv- 
ice, and  increases  in  business  operations.  It  was  not  feasible  at  that  time  to 
foresee  any  possibility  of  absorption  of  any  part  of  the  pay  increase  cost. 

While  the  situation  above  described  continues,  we  have  a better  opportunity 
at  this  time  of  the  year  to  project  the  situation  through  the  end  of  the  fiscal 
year,  and  in  the  spirit  of  cooperation,  it  is  believed  that  a limited  absorption 
is  possible  without  serious  damage  to  the  Library  operations.  It  will  be  noted 
in  the  following  that  the  proposed  absorptions  must  necessarily  be  tailored  to 
the  situation  in  each  of  our  major  programs. 

Salaries  and  expenses,  Lidrarij  of  Congress 


Estimate  of  pay  raise  costs : 

Direct  pay $389, 192 

Related  costs 26,  608 


Total 415,  800 

Amount  of  absorption  proposed 40,  000 


Additional  appropriation  requested 375,  800 


This  is  the  major  appropriation  of  the  Library  of  Congress  which  supports 
such  basic  operations  as  the  Reference  Department,  the  Processing  Department, 
the  law  library,  and  general  administration.  These  operations  represent  areas 
where  absorption  is  extremely  difficult  and  where  arrearages,  if  allowed  to 
build  up,  will  be  more  costly  to  meet  at  a later  date.  However,  it  is  believed 
that  the  absorption  of  the  pay  raise  costs  to  the  extent  of  $40,000  is  possible  at 
this  stage  by  exercising  controls  and  by  prudent  management. 

Salaries  and  expenses,  Copyright  Office 


Estimate  of  pay  raise  cost : 

Direct  pay $80,  661 

Related  costs 5,  539 


Total 86,  200 

Amount  of  absorption  proposed 


Additional  appropriation  requested 86,  200 


The  Copyright  Office  is  in  the  nature  of  a busines  operation,  which  is  largely 
self-supporting,  where  applications  for  registration  must  be  handled  promptly 
and  efficiently;  the  fees  plus  the  value  of  the  materials  received  generally 
exceed  the  amount  of  the  appropriation.  There  is  no  control  over  the  amount 
of  business.  Although  an  increase  in  business  to  the  extent  of  1 to  3 percent 
is  often  predicted  in  advance,  for  fiscal  year  1965  no  positions  were  requested. 
This  year,  without  added  staff,  instead  of  the  usual  1-  to  3-percent  increase  in 
business,  the  statistics  to  date  show  a surprising  6 percent  increase  in  business 
over  last  year.  We  have  no  option  except  to  provide  efficient  service.  In 
the  circumstances,  no  absorption  is  recommended. 
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Salaries  and  expenses,  Legislative  Reference  Service 


Estimate  of  pay  raise  cost : 

Direct  pay $161,  761 

Related  costs 11,  039' 


Total 172,  800 

Amount  of  absorption  proposed 5,  000 


Additional  appropriation  requested 167,  800 


The  Legislative  Reference  Service  represents  the  Congress’  own  specialized 
service  and  the  needs  of  the  service  hinge  entirely  upon  the  demands  made 
by  Members  of  Congress  and  its  committees.  Because  of  the  wide  ranging 
legislative  program  during  this  session  of  Congress,  the  pressures  upon  the 
Legislative  Reference  Service  have  in  recent  weeks  mounted  to  an  miusual 
degree.  Although  in  this  case,  as  in  others,  it  is  our  desire  to  absorb  some  of 
the  cost,  it  is  believed  that  service  to  Congress  would  be  significantly  damaged- 
if  the  amount  of  absorption  were  in  excess  of  the  $5,000  proposed. 

Salaries  atid  expenses,  distribution  of  catalog  cards 


Estimate  of  pay  raise  cost : 

Direct  pay $99,  511 

Related  costs 6,  789 


Total 106,300 

Amount  of  absorption  proposed 


Additional  appropriation  requested 106,  300 


This  is  strictly  a business  operation  and  should  be  managed  according  to 
business  principles.  For  years,  it  has  returned  to  the  Treasury  more  than 
the  cost  of  this  appropriation.  Like  any  other  business  operation,  it  must  be 
geared  to  serve  its  customers  and,  to  the  extent  that  we  fail  to  do  so,  the  results 
will  be  not  only  dissatisfaction  on  the  part  of  those  customers,  but  also  a re- 
duction in  the  amount  of  proceeds  going  to  the  Treasury.  For  years  we  have 
tried  to  estimate  the  demands  in  advance,  but  for  years  we  have  underestimated 
the  increase  in  business.  Fiscal  1965  so  far  has  proven  to  be  no  exception 
as  the  statistics  to  date  show  an  increase  of  approximately  10  percent  in  the 
number  of  cards  sold  and  almost  15  percent  in  the  total  dollar  sales.  In  the 
circumstances  it  would  be  highly  unwise  to  propose  any  reduction  in  the  amount 
requested  under  the  pay  raise  supplemental,  as  all  the  money  appropriated 
will  in  due  course  revert  to  the  Treasury  in  the  form  of  miscellaneous  receipts. 

Salaries  and  expenses,  books  for  the  blind 


Estimate  of  pay  raise  cost : 

Direct  pay $13,  057 

Related  costs 943 


Total 14,  000 

Amount  of  absorption  proposed 1,  400 


Additional  appropriation  requested 12,  600 


A small  portion  of  this  appropriation  is  devoted  to  salaries.  The  major  part 
of  the  appropriation  is  devoted  to  providing  talking  books  and  braille  books 
to  blind  readers.  Although  we  hesitate  to  propose  absorption  of  any  part  of 
the  pay  increase  supplemental  in  view  of  the  needs  of  the  blind  readers  for 
reading  material,  we  believe  that  $1,400  proposed  for  absorption  will  not 
significantly  impair  this  worthy  program. 
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‘Collection  and  distribution  of  library  materials  {special  foreign  currency 

program ) 


Estimate  of  pay  raise  cost : 

Direct  pay $5,  363 

Related  costs 337 


Total 5,  700 

Amount  of  absorption  proposed 5,  700 


Additional  appropriation  requested 

In  this  case  the  Library  is  now  in  a position  to  withdraw  the  request  for  pay 
raise  supplemental  in  its  entirety.  The  $5,700  offered  in  this  connection  can  be 
spared  primarily  because  the  Director  of  this  program  in  Pakistan,  who  accord- 
ing to  the  plan  proposed  in  our  1965  estimates  was  to  be  appointed  at  the  begin- 
ning of  the  year,  has  just  now  been  appointed. 

Organizing  and  microfilming  the  papers  of  the  Presidents  and  preservation  of 
motion  pictures 

In  addition  to  the  above,  there  are  two  other  appropriations  which  include  sal- 
ary costs : Organizing  and  microfilming  the  papers  of  the  Presidents  and  pres- 
ervation of  motion  pictures,  for  which  the  pay  increase  costs  are  estimated  at 
$4,500  and  $200,  respectively.  The  appropriation  for  the  Presidential  papers 
program  is  a no-year  appropriation,  and  in  the  1966  estimates  a carryover  balance 
is  projected  at  the  end  of  1965  and  1966  after  making  allowances  for  the  pay 
increase  costs  of  $4,500.  There  would  be  no  purpose,  therefore,  in  requesting 
a supplemental.  The  $200  involved  in  pay  increase  costs  for  the  motion  picture 
project  can  easily  be  absorbed,  because  the  major  costs  on  this  project  are  for 
contractual  services. 

Summary 


Total  requested  in  H.  Doc.  98 $800,  800 

Total  proposed  for  absorption 52, 100 

Total  additional  appropriation  requested 748,  700 


Mr.  Andrews.  You  now  suggest  a revision  downward  from  $800,- 
800,  originally  requested  in  Document  98  to  $748,700,  or  a cut  of 
$52,100.  That  would  represent  about  a 7 -percent  absorption ; is  that 
correct  ? 

Dr.  Mumford.  That  is  correct,  sir. 

Mr.  Andrews.  Your  request  before  us  is  solely  for  salary  increases 
under  the  general  pay  raise  act  of  last  year — effective  last  July  1? 

Dr.  Mumford.  That  is  right. 

Mr.  Andrews.  Tell  us  briefly  why  you  do  not  think  you  can  get 
along  with  less. 

Dr.  Mumford.  The  thought  is  expressed  in  the  text  of  the  state- 
ment, Mr.  Chairman.  You  remember,  these  estimates  and  requests 
were  submitted  last  September.  At  that  time  we  had  conditions  pre- 
vailing in  the  Library  of  increasing  flow  of  materials,  arrearages  con- 
tinuing to  accumulate,  additional  demands  for  service,  and  increase 
in  business  operations,  particularly  of  the  Copyright  Office  and  card 
distribution.  We  did  not  see  how  we  could  really  possibly  absorb 
anything  without  impairing  greatly  the  services  of  the  Library.  Many 
of  these  factors  still  prevail,  but  as  the  year  has  gone  on  and  by  living 
as  frugally  as  we  can,  we  are  in  a better  position  now  to  absorb  some 
without  serious  impairment  of  the  Library.  I think  it  would  impair 
our  services  greatly  if  you  required  us  to  absorb  more  than  this. 

In  respect  to  the  Copyright  Office  and  the  Card  Division  I would 
like  to  say  a special  word.  The  card  distribution  service,  which  is  a 
separate  appropriation,  is  completely  self-supporting,  as  you  know. 
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Mr.  Andrews.  As  a matter  of  fact,  it  makes  money,  does  it  not? 

Dr.  Mumford.  Yes.  We  returned  about  121  percent  of  the  appro- 
priation for  fiscal  year  1964.  It  is  anticipated  that,  even  with  the 
present  prices  of  cards,  we  will  return  110  percent  for  fiscal  year  1965. 

There  would  seem  to  be  little  logic  in  taking  money  away  from  here 
which  should  come  back  to  the  Treasury  anyway,  in  the  form  of 
receipts.  It  would  seriously  handicap  us  in  providing  the  services 
to  the  libraries,  some  15,000  libraries  throughout  the  country.  These 
catalog  card  sales  continue  to  increase  all  the  time.  It  is  now  running 
about  10  or  12  percent  over  last  year.  We  are  getting  some  50,000 
orders  a day  and  the  people  in  your  district  and  other  districts  in 
libraries  who  use  these  cards  want  us  to  provide  the  service  promptly. 

Mr.  Andrews.  I think  the  people  throughout  the  country  have 
gotten  more  library  conscious  throughout  the  last  few  years  than  ever 
before,  and  I am  glad  to  see  it. 

Dr.  Mumford.  The  Library  Services  and  Construction  Act  of  1964 
has  increased  the  resources  of  public  libraries ; they  are  buying  more 
books,  and  they  are  looking  to  us  for  cards. 

Mr.  Andrews.  Thank  you.  Doctor. 

Mr.  Steed? 

Mr.  Steed.  No  questions. 

Mr.  Andrews.  Mr.  Flynt? 

Mr.  Flynt.  No  questions. 

Mr.  Andrews.  Mr.  Langen? 

Mr.  Langen.  I have  no  questions. 

Mr.  Andrews.  Mr.  Eeifel  ? 

Mr.  Eeifel.  I have  no  questions. 

Dr.  Mui^iford.  Thank  you  very  much,  Mr.  Chairman,  and  the  other 
members  of  the  committee. 


Thursday,  March  11, 1965. 

Office  of  the  Superintendent  of  Documents 
WITNESSES 

CARPER  W.  BUCKLEY,  SUPERINTENDENT  OF  DOCUMENTS 
JOSEPH  A.  KING,  ASSISTANT  SUPERINTENDENT  OF  DOCUMENTS 
MERRILL  C.  GLEASON,  BUDGET  AND  ACCOUNTING  OFFICER 

Pay  Act  Costs 

Mr.  Andrews.  Mr.  Buckley,  will  you  briefly  explain  the  request 
for  $128,300  for  pay  act  costs,  but  before  you  do,  we  shall  insert  the 
summary  analysis  sheet  supplied  by  you. 
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(The  analysis  referred  to  follows :) 

Government  Printing  Office,  Office  of  the  Superintendent  of  Documents 
Analysis  of  fiscal  year  1965  pay  raise  supplemental 


Pay  raise  supplemental  as  submitted  to  Bureau  of  the  Budget : 

Total  cost  of  pay  raise  for  fiscal  year  1965 $142,  600 

Amount  of  pay  raise  costs  absorbed  by  administrative  action.^ 14,  300 


Total  amount  of  the  pay  raise  supplemental  submitted  to  tbe 
Bureau  of  tbe  Budget 128,  300 


Analysis  of  actual  and  estimated  expenditures  for  personnel  compen- 
sation for  fiscal  year  1965 : 

Appropriation  allotment  for  personnel  compensation  for  fiscal 

year  1965 3,  482,  998 

Total  actual  expenditure  for  personnel  compensation  for  8 months 
of  tbe  fiscal  year 2,  389,  398 


Balance  available  for  expenditure  for  4 months 1,  093,  600 

Estimated  expenditure  for  personnel  compensation  for  last  4 
months  of  fiscal  year 1,  218,  600 


Overexpenditure  for  personnel  compensation  for  fiscal  year 
1965 —125,000 


Additional  amount  of  pay  raise  costs  to  be  absorbed  by  ad- 
ministrative action 3,  300 


Mr.  Buckley.  Mr.  Andrews,  we  originally  requested  that  amount 
as  the  remaining  cost  of  the  pay  raise  that  we  were  unable  to  absorb. 
That  was  at  the  time  we  submitted  the  budget.  We  have  since  found 
that  because  all  of  our  positions  have  not  been  filled  for  the  full 
year,  we  should  be  able  to  absorb  an  additional  $3,300  of  that  amomit, 
which  leaves  us  a request  of  $125,000. 

Mr.  Andrews.  That  would  be  about  12  percent  absorption? 

Mr.  Buckley.  Roughly  12  percent,  yes,  sir. 

Mr.  Andrews.  Your  whole  general  appropriation  for  1965  was 
$5,562,000? 

Mr.  Buckley.  Yes,  sir. 

Mr.  Andrews.  On  the  sheet  before  us  you  show  only  the  personnel 
compensation  part  of  it. 

_ What  about  possible  savings  on  the  nonsalary  part  of  over  $2  mil- 
lion? Do  you  hawe  any  figures  on  the  actual  status  of  that? 

Mr.  Buckley.  Mr.  Andrews,  we  have  obligated  roughly  67  percent 
of  that  appropriation  so  far,  and  for  the  remaining  4 months  it  would 
appear  we  are  going  to  have  to  make  some  budgetary  adjustments. 
We  figure  that  at  the  rate  it  is  going,  with  all  of  our  work  programs 
increased  over  a year  ago,  we  may  come  up  with  a shortage  in  the 
nonpersonnel  part  of  it,  of  somewhere  between  $20,000  and  $25,000. 
If  it  happens,  we  are  prepared  to  handle  it  and  we  will  handle  it, 
I think,  in  the  usual  way  by  perhaps  deferring  one  or  more  of  our 
price  lists  or  perhaps  trying  to  defer  some  of  the  purchase  of  mailing- 
supplies  over  into  the  new  year. 

Mr.  Andrews.  You  don’t  anticipate  an  unexpended  balance? 

Mr.  Buckley.  No,  sir,  and  we  have  not  had  one  in  the  last  4 years. 

Mr.  Andrews.  You  will  be  lucky  to  balance  out. 

Mr.  Buckley.  We  will,  sir. 
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Mr.  Andrews.  What  pay  act  applied  to  your  office?  Was  it  the 
general  civilian  bill  ? 

Mr.  Buckley.  The  general  civilian  bill,  Mr.  Chairman. 

Mr.  Andrews  The  $1,218,600  you  show  on  this  sheet  as  projected 
salary  costs  in  the  4 months,  March  to  J une,  is  that  using  the  Febru- 
ary roll  as  a guide,  or  what  ? 

Mr.  Gleason.  We  spent  $2,389,398  for  173  days.  We  divided  that 
by  173  and,  as  there  are  88  days  left  in  the  4 months,  we  multiplied  the 
figure  by  88.  A straight  line  proj ection. 

Mr.  Andrews.  Does  your  operation  still  turn  a profit  for  the  Gov- 
ernment from  the  sales  of  publications  even  after  all  expenses  of  your 
office  are  charged  off  ? 

Mr.  Buckley.  Yes,  it  does,  Mr.  Chairman,  and  you  might  be  in- 
terested in  knowing  that  for  the  first  8 months  our  earnings  for  return 
to  the  Treasury  exceed  the  cost  of  operation  for  that  same  period  by 
more  than  $1,300,000. 

Mr.  Andrews.  What  were  your  total  earnings  ? 

Mr.  Buckley.  The  total  earnings  for  the  first  8 months  are 
$5,149,279. 

Mr.  Andrews.  MTat  do  you  estimate  that  to  be  for  the  full  year  ? 

Mr.  Buckley.  For  the  full  year  the  earnings  should  be  in  the  neigh- 
borhood of  $6,800,000  we  feel,  Mr.  Andrews. 

Mr.  Andrews.  What  would  be  likely  to  happen  if  Congress  decided 
to  cut  this  request  to,  say,  $100,000  ? 

Mr.  Buckley.  To  cut  it  $100,000  ? 

Mr.  Andrews.  To  $100,000. 

Mr.  Buckley.  I think  the  first  thing  that  would  happen,  we  would 
probably  be  assured  of  having  to  request  some  portion  of  the  contin- 
gency fund.  We  have  a reserve  for  contingencies  of  $200,000. 

Mr.  Andrews.  Have  you  used  any  of  it  this  year  ? 

Mr.  Buckley.  Yot  this  year,  so  far. 

Mr.  Andrews.  MTiat  is  the  prospect  of  tapping  that  fund  before  the 
end  of  the  year  ? 

Mr.  Buckley.  We  had  to  last  year  to  the  amount  of  about  $172,000. 
The  year  before  we  didn’t  use  it  at  all.  The  year  before  that,  we  used 
all  of  it. 

Mr.  Andrews.  Whj  did  you  check  out  $172,000  last  year? 

Mr.  Buckley.  The  increased  cost  of  the  new  depository  law,  the 
number  of  depository  libraries  increasing  steadily  and  also  the  num- 
ber of  publications  that  we  needed  to  distribute  to  them  in  accordance 
with  their  selections.  But  we  are  hopeful  that  we  will  not  have  to 
use  it  at  all  this  year. 

Mr.  Andrews.  And  you  do  have  the  $200,000  on  hand  ? 

Mr.  Buckley.  In  the  reserve  for  contingencies. 

Mr.  Andrews.  That  could  be  used,  I assume,  for  salary  increases? 

Mr.  Buckley.  It  cannot  be  used  for  permanent  salaries. 

Mr.  Andrews.  I don’t  mean  permanent  salaries.  I mean  salary  in- 
creases. Do  you  consider  a salary  increase  a permanent  salary?  It 
is  an  addition  to  a permanent  salary. 

Mr.  Buckley.  Mr.  Chairman,  I was  merely  thinking  of  the  stipula- 
tion made  when  the  committee  was  kind  enough  to  make  this  avail- 
able, and  that  Avas  that  it  could  not  be — the  language  I believe  was 
that  it  could  not  be  used  for  the  employment  of  pennanent  personnel. 
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Mr.  Andrews.  I can  see  where  we  wouldn’t  want  you  to  use  it  to 
employ  additional  people,  but  in  this  case  of  not  adding  to  your  per- 
sonnel but  meeting  an  addition  to  your  payroll  that  was  imposed  on 
you  by  Congress  ? 

Mr.  Buckley.  I am  certain  we  would  have  no  objection,  Mr.  Chair- 
man, to  utilizing  it  in  that  way. 

Mr.  Andrews.  That  might  be  said  to  be  equivalent  to  taking  from 
Peter  to  pay  Paul.  You  want  to  continue  the  fund  next  year? 

Mr.  Buckley.  It  has  been  a very  fine  thing  and  has  enabled  us  to 
avoid  coming  in  with  an  amended  budget. 

Mr.  Andrews.  All  right. 

Mr.  Steed? 

Mr.  Steed.  No  questions. 

Mr.  Andrews.  Mr.  Flynt  ? 

Mr.  Flynt.  No  questions. 

Mr.  Andrews.  Mr.  Langen  ? 

Mr.  Langen.  J ust  one  little  comment : It  is  a pleasure  to  note  some 
group  coming  before  this  committee  that  shows  a profit.  I want  to 
compliment  you  and  ask  you  to  keep  it  up. 

Mr.  Buckley.  Thank  you,  Mr.  Langen. 

Mr.  Andrew^s.  Mr.  Keif  el  ? 

Mr.  Keieel.  No  questions. 

Mr.  Andrews.  Thank  you,  gentlemen. 

Mr.  Steed.  How  much  are  you  running  ahead  this  year  over  last 
in  sales  ? 

Mr.  Buckley.  About  18  percent,  Mr.  Steed. 

Mr.  Steed.  That  is  better  than  what  you  thought  you  would. 

Mr.  Buckley.  A little  better. 

Thank  you,  Mr.  Chairman  and  gentlemen,  for  the  privilege  of  being 
here. 


Thursday,  ^March  11, 1965. 
Architect  of  the  Capitol 

WITNESSES 

J.  GEORGE  STEWART,  ARCHITECT  OF  THE  CAPITOL 
MARIO  E.  CAMPIOLI,  ASSISTANT  ARCHITECT  OF  THE  CAPITOL 
CHARLES  A.  HENLOCK,  ADMINISTRATIVE  OFFICER  FOR  THE 
ARCHITECT  OF  THE  CAPITOL 

WILLIAM  F.  RAINES,  WAGE  AND  CLASSIFICATION  SPECIALIST 

Mr.  Andrews.  You  have  two  items,  Mr.  Stewart,  the  pay  supple- 
ments and  one  for  remodeling  some  rooms  in  the  Capitol. 

Mr.  Stewart.  Yes,  sir. 


Pay  Act  Costs 

Mr.  Andrews.  As  to  pay  supplemental,  the  total  for  pay  supple- 
mentals  for  all  items  is  $100,800,  but  only  $50,800  is  for  appropriations 
to  be  considered  by  this  committee. 

Mr.  Stewart.  That  is  right.  The  other  $50,000  is  for  the  Senate 
Office  Buildings. 

44-864 — 65 3 
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Mr.  Andrews.  Those  we  normally  consider  in  the  House  are  three 
in  nmnber : $40,000  for  your  hnmediate  office,  $10,000  for  the  Capitol 
Building  itself,  and  $800  for  the  Legislative  Garage. 

Will  you  say  just  a few  words  about  these  supplementals  ? 

We  shall  insert  your  prepared  statement  at  this  point  in  the  record. 
(The  statement  follows:) 

Pay  Supplementals — Fiscal  Year  1965 — H.  Doc.  98 

Pay  Supplementals:  Public  Law  88-426,  Government  Employees  Salary  Reform 
Act  of  1964: 


Salaries,  Office  of  the  Architect  of  the  Capitol $ 40,  000 

Capitol  Buildings 10,  000 

Senate  Office  Buildings 25,  000 


Total $ 75,000 

Pay  Supplementals:  Public  Law  763,  83rd  Congress,  wage  board  pay  increases: 

Legislative  Garage $ 800 

Senate  Office  Buildings 25,  000 

Total 25,  800 


Grand  Total,  supplemental  appropriations  required  for  pay  in- 
creases, fiscal  year  1965 $100,  800 


The  gross  cost  of  pay  increases,  effective  July  1,  1964,  authorized  by  Public 
Law  88-426,  including  related  costs,  covering  386  employees,  carried  in  7 sep- 
arate appropriations  under  the  “Architect  of  the  Capitol,”  for  the  period  July 
1,  1964,  to  June  30,  1965,  amounts  to  $137,740. 

The  gross  cost  of  pay  increases,  effective  December  6,  1964,  anthorized  by 
Public  Law  763,  83d  Congress,  including  related  costs,  covering  1,120  employees, 
carried  in  8 separate  appropriations  under  the  “Architect  of  the  Capitol,”  for 
the  period  December  6,  1964,  to  June  30,  1965,  amounts  to  $132,700. 

This  makes  a grand  total  cost  for  pay  increases,  fiscal  year  1965,  of  $270,440,  of 
wffiich  it  is  proposed  to  absorb  $169,640,  or  62  percent,  through  savings.  The 
balance  of  $100,800  is  required  as  supplemental  appropriations  for  the  fiscal  year 
1965,  of  which  $75,000  is  due  to  Public  Law  88-426  and  $25,800  to  Public  Law 
763,  83d  Congress,  allocated  as  shown  above. 
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ABSORPTIONS 

Capitol  Buildings 

It  is  proposed  to  absorb  $29,500,  or  75  percent,  of  the  cost  of  $39,500  under  this 
appropriation.  This  saving  results  from  14  new  positions  having  been  provided 
under  this  appropriation  for  the  fiscal  year  1965  on  a full-year  basis,  which 
could  not  be  filled  until  after  September  1,  1964,  since  the  aimual  appropriation 
act  was  not  approved  until  August  20,  1964,  augmented  by  savings  resulting 
from  delay  beyond  September  1,  1964,  in  placing  three  new  elevators  in  opera- 
tion serving  the  new  House  subway. 

Capitol  Grounds 

It  is  proposed  to  absorb  the  full  cost  of  $10,600  under  this  appropriation.  This 
saving  results  from  14  new  positions,  provided  on  a full-year  basis,  not  becom- 
ing available  to  fill  until  August  20, 1964. 

House  Office  Buildings 

It  is  proposed  to  absorb  the  full  cost  of  $90,400  under  this  appropriation.  This 
saving  results  from  funds  allowed  for  part-year  staffing  of  the  Rayburn  House 
Otiice  Building,  from  which  lapse  savings  have  been  effected. 

Capitol  Power  Plant 

It  is  proposed  to  absorb  the  full  cost  of  $15,200  under  this  appropriation,  made 
possible,  in  part,  from  delay  until  September  1,  1964,  in  filling  three  new  positions 
allowed  for  1965. 

Library  Buildings  and  Grounds 

It  is  proposed  to  absorb  the  full  cost  of  $12,440  under  this  appropriation,  made 
possible,  in  part,  from  delay  until  September  1, 1964,  in  filling  three  new  positions 
allowed  for  1965. 

These  five  appropriations  account  for  $158,140,  or  90  percent  of  the  proposed 
absorptions. 

WAGE  BOARD  CHANGES 

Under  the  provisions  of  Public  Law  763,  83d  Congress,  1,120  laborers  and 
mechanics  on  payrolls  under  the  Architect  of  the  Capitol,  carried  in  the  annual 
Legislative  Branch  Appropriation  Act,  are  compensated  on  a wage  board,  pre- 
vailing rate  basis. 

Public  Law  763  provides  that  the  compensation  of  such  employees  shall  be 
fixed  and  adjusted  from  time  to  time  as  nearly  as  is  consistent  with  the  public 
interest  in  accordance  with  prevailing  rates. 

A general  survey  of  Government  and  industrial  employees’  wages  in  the  Wash- 
ington metropolitan  area  is  conducted  annually  by  the  Army,  Air  Force,  Navy, 
General  Services  Administration,  and  other  large  agencies.  Such  a survey  has 
recently  been  completed,  resulting  in  a general  increase  in  wages  for  such 
employees. 

The  Architect  of  the  Capitol  was  notified  of  the  new  rates  on  November  25, 
1964,  and  the  new  rates  were  put  into  effect  December  6,  1964.  Under  the  provi- 
sions of  Public  Law  85-872,  85th  Congress,  approved  September  2,  1958,  it  is 
mandatory  that  wage  board  increases  be  put  into  effect  not  later  than  the  first 
day  of  the  first  pay  period  which  begins  on  or  after  the  20th  day,  excluding 
Saturdays  and  Sundays,  following  the  date  on  which  the  Architect  receives  the 
data  collected  in  the  wage  survey  and  necessary  for  the  granting  of  increases. 

Mr.  Stewart.  The  gross  cost  of  pay  increases,  effective  July  1, 
1964,  authorized  by  Public  Law  88-426,  including  related  costs, 
covering  386  employees,  carried  in  seven  separate  appropriations 
under  the  Architect  of  the  Capitol,  for  the  period  July  1,  1964,  to 
June  30, 1965,  amounts  to  $137,740. 

The  gross  cost  of  pay  increases,  effective  December  6,  1964,  au- 
thorized by  Public  Law  763,  83d  Congress,  including  related  costs, 
covering  1,120  employees  carried  in  eight  separate  appropriations 
under  the  Architect  of  the  Capitol,  for  the  period  December  6,  1964, 
to  June  30, 1965,  amounts  to  $132,700. 

This  makes  a grand  total  cost  for  pay  increases,  fiscal  year  1965, 
of  $270,440,  of  which  it  is  proposed  to  absorb  $169,640 — or  62  per- 
cent— through  savings.  The  balance  of  $100,800  is  required  as  sup- 


35 


plemental  appropriations  for  the  fiscal  year  1965,  of  which  $75,000 
is  due  to  Public  Law  88-426  and  $25,800  to  Public  Law  763,  83d 
Congress,  allocated  as  shown  in  the  chart. 

Mr.  Andrews.  Your  overall  absorption  percentage  is  rather  im- 
pressive, Mr.  Stewart;  you  show  62  percent.  But  on  your  immedi- 
ate office  the  absorption  is  only  $3,300.  'WTiy  is  that  ? 

Mr.  Stewart.  May  I ask  Mr.  Henlock  to  answer  that  question? 

Mr.  Henlock.  We  have  a small  staff  of  only  49  employees  on  our 
office  roll,  Mr.  Chairman,  and  there  is  rarely  any  turnover  on  that 
particular  roll.  We  are  absorbing  approximately  10  percent  in  this 
item,  which  is  in  harmony  with  the  absorption  provision  of  the  gen- 
eral pay  act. 

Mr.  Andrews.  Do  you  usually  wind  up  with  only  a very  minor 
balance  in  your  immediate  office  appropriation  ? 

Mr.  Henlock.  Yes,  sir.  It  does  vary  some  years,  such  as  when 
new  jobs  are  allowed.  However,  for  1965,  we  are  actually  running 
at  a deficit  rate  of  $40,000  due  to  the  pay  increases  granted  by  law. 

Mr.  Andrews.  On  page  3 of  your  statement,  Mr.  Stewart,  you 
attribute  the  ability  to  absorb  75  percent  of  the  costs  under  the 
Capitol  Building  item  to  delays,  in  part,  in  putting  the  new  elevators 
in  operation. 

Mr.  Stewart.  That  is  right,  sir. 

OPERATION  OF  ELEVATORS 

Mr.  Andrews.  Have  you  just  recently — in  the  last  few  days — put 
operators  on  the  west  elevators  going  to  the  subway  entrance  ? 

Mr.  Stewart.  Yes,  sir;  in  the  past  week. 

Mr.  Andrews.  Those  elevators,  as  you  know,  are  automatic.  Do 
they  operate  more  fiexibly  and  more  quickly  respond  by  having 
operators  aboard  ? 

Mr.  Stewart.  They  can  be  operated  efficiently  either  way,  so  far 
as  mechanical  performance  is  concerned. 

Mr.  Andrews.  Do  you  plan  to  keep  those  automatic  elevators 
mamied  all  the  time  ? 

Mr.  Stewart.  Generally  they  will  be  manned  during  the  daytime 
shifts.  That  has  been  the  practice  for  some  time  now  and  I have  no 
authority  to  change  the  practice.  It  is  up  to  the  patronage  committee 
and  House  leadership  as  to  whether  they  want  to  staff  them  or  not. 

Mr.  Andrews.  What  is  your  recommendation  ? 

Mr.  Stewart.  Frankly,  I am  not  in  a position,  Mr.  Chairman,  to 
make  a recommendation  on  that  point.  I feel  that  that  is  a matter 
for  determination  by  the  patronage  committee.  There  are  un- 
doubtedly some  advantages  to  providing  personal  services  in  our 
operations. 

Mr.  Andrews.  How  many  new,  automatically  operable  elevators 
are  in  the  Capitol  and  in  the  Eayburn  Building  ? 

Mr.  Stewart.  There  are  30  in  the  Rayburn  Building,  as  I recall. 
With  these  3,  that  would  make  a total  of  33. 

Mr.  Andrews.  That  is  33  elevators  ? 

Mr.  Stewart.  That  is  33  elevators,  counting  these  3.  That  is  not 
counting  the  older  elevators  that  are  in  the  Capitol  Building. 

Mr.  Andrews.  I am  speaking  only  of  these  automatically  op- 
erated, new  elevators  that  you  have.  You  have  33  of  them  ? 
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Mr.  Stewart.  Yes,  sir.  Most  of  the  elevators  on  the  House  side  of 
the  Capitol  are  now  equipped  for  automatic  operation. 

Mr.  Andrews.  That  elevator  by  the  Speaker’s  office  is  not  auto- 
matic, is  it  ? One  of  the  oldest  ones  ? 

Mr.  Stewart.  That  is  correct,  sir. 

Mr.  Flynt.  And  there  are  two  at  the  east  door. 

Mr.  Stewart.  That  is  true.  Those  older  elevators  are  not  auto- 
matic. 

Mr.  Andrews.  You  have  33  new  automatically  operated  elevators? 

Mr.  Stewart.  That  is  right. 

Mr.  Andrews.  And  you  plan  31  positions  to  man  those  with 
operators  ? 

Mr.  Stewart.  I have  notified  the  patronage  committee  that  these 
elevators  are  now  ready  for  operation  and  operator  positions  are  now 
available  for  them  to  fill. 

Mr.  Andrews.  In  other  words,  it  is  up  to  the  Congress  ? 

Mr.  Stewart.  That  is  right,  sir. 

Mr.  Andrews.  To  man  33  elevators,  how  many  people  will  be 
needed  ? 

Mr.  PIenlock.  Mr.  Chairman,  last  year  this  committee  allowed  60 
elevator  operators  for  the  elevators  in  the  Rayburn  Building  and  8 
for  the  elevators  in  the  Capitol  Building.  They  have  been  appropri- 
ated for. 

Mr.  Andrews.  The  68  operators  for  33  elevators  ? 

Tvir.  Henlock.  That  is  right. 

Mr.  Andrews.  As  far  as  the  Architect’s  Office  is  concerned,  you  have 
no  feeling? 

Mr.  Stewart.  I would  rather  not  voice  an  opinion. 

Mr.  Andrews.  As  to  whether  to  use  people  or  operate  them  auto- 
matically ? 

]\Ir.  Stewart.  That  is  right. 

WAGE  BOARD  INCREASES 

Mr.  Andrews.  Row  about  the  wage  board  items.  Say  a few  words 
about  that.  We  see  this  in  nearly  every  bill,  and  virtually  every  year. 

Mr.  Stewart.  Under  the  provisions  of  Public  Law  763,  83d  Con- 
gress, 1,120  laborers  and  mechanics  on  payrolls  under  the  Architect  of 
the  Capitol,  carried  in  the  annual  Legislative  Branch  Appropriation 
Act,  are  compensated  on  a wage-board,  prevailing-rate  basis. 

Public  Law  763  provides  that  the  compensation  of  such  employees 
shall  be  fixed  and  adjusted  from  time  to  time  as  nearly  as  is  consistent 
with  the  public  interest  in  accordance  with  prevailing  rates. 

A general  survey  of  Government  and  industrial  employees’  wages 
in  the  Washington  metropolitan  area  is  conducted  annually  by  the 
Army,  Air  Force,  Navy,  General  Services  Administration,  and  other 
large  agencies.  Such  a survey  has  recently  been  completed,  resulting 
in  a general  increase  in  wages  for  such  employees. 

The  Architect  of  the  Capitol  was  notified  of  the  new  rates  on  No- 
vember 25,  1964,  and  the  new  rates  were  put  into  effect  December  6, 
1964.  Under  the  provisions  of  Public  Law  85-872,  85th  Congress,  ap- 
proved September  2,  1958,  it  is  mandatory  that  wage-board  increases 
be  put  into  effect  not  later  than  the  1st  day  of  the  1st  pay  period  which 
begins  on  or  after  the  20th  day,  ex  eluding  Saturdays  and  Sundays,  fol- 
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lowing  the  date  on  which  the  Architect  receives  the  data  collected  in 
the  wage  survey  and  necessary  for  the  granting  of  increases. 

Mr.  Andrews.  Isn’t  it  true  that  just  about  everybody  subject  to  the 
wage  board  procedure  gets  a pay  raise  just  about  every  year  ? 

Mr.  Stewart.  That  has  been  a rather  consistent  occurrence  in  these 
last  few  years. 

Mr.  Andrews.  Place  in  the  record  a chart  showing  the  pay  raises 
over  the  last  5 years. 

Mr.  Stewart.  We  will  be  glad  to  do  so. 

Mr.  Andrews.  The  number  of  people  involved,  and  the  amount  of 
the  increase. 

Mr.  Henlock.  Last  year,  the  increase  averaged  from  6 to  10  cents 
an  hour. 

(The  following  information  was  supplied :) 


Wage  Board  Employees,  Under  the  Architect  of  the  Capitol,  Appropriated 
FOR  IN  Annual  Legislative  Branch  Appropriation  Acts 


Chart  showing  hourly  wage  rates  in  effect  Feh.  7,  1960,  and  hourly  wage  rate  changes 
effected  during  the  ensuing  5 years 


Grade 

Wage  rates, 
Feb.  7, 
1960 

Wage  rate 
changes 
effected, 
Dec.  9, 
1960 

Wage  rate 
changes 
effected, 
Dec.  10, 
1961 

Wage  rate 
changes 
effected, 
Dec.  9, 
1962 

Wage  rate 
changes 
effected, 
Dec.  8, 
1963 

Wage  rate 
changes 
effected, 
Dec.  6, 
1964 

1- 

..1st  step 

$1.  30 

$1, 33 

$1.35 

$1. 37 

$1.  40 

$1.43 

2d  step .. 

1.37 

1.40 

1.42 

1.44 

1.47 

1.50 

3d  step 

1.44 

1.47 

1.49 

1.  51 

1.  54 

1.58 

2.. 

...1st  step ...  . 

1.48 

1.52 

1.  55 

1.  60 

1.  63 

1.67 

2d  step ...  

1.56 

1.80 

1.63 

1.68 

1.  72 

1. 76 

3d  step ......  ... 

1.64 

1.68 

1.71 

1.  76 

1.81 

1.85 

3-. 

...1st  step  . 

1.66 

1.72 

1.  75 

1.81 

1.86 

1. 92 

2d  step ... 

1.  75 

1.81 

1.84 

1.91 

1.96 

2.  02 

3d  step... 

1. 84 

1.90 

1.93 

2.  01 

2.  06 

2. 12 

4.. 

...1st  step.. 

1. 83 

1.91 

1.95 

2.  04 

2. 10 

2. 17 

2d  step  ...  

1.93 

2.  01 

2.  05 

2. 15 

2.  21 

2.28 

3d  step...  ... 

2.  03 

2.11 

2. 15 

2.  26 

2. 32 

2.  .39 

5-- 

...1st  step.  ...  

2.01 

2.10 

2. 15 

2.  26 

2.  33 

2.  41 

2d  step 

2.12 

2.  21 

2.  26 

2.  38 

2.  45 

2.  54 

3d  step 

2.  23 

2.  32 

2.  37 

2.  50 

2.  57 

2.  67 

6-. 

...1st  step 

2. 12 

2.  20 

2.  26 

2. 38 

2.  44 

2.  53 

2d  step  ...  . . 

2.  23 

2.  32 

2. 38 

2.  50 

2.  57 

2.  66 

3d  step.  . ... 

2.  34 

2.  44 

2.  50 

2.  63 

2.  70 

2.  79 

7.. 

...1st  step.  . ... 

2.  22 

2.  31 

2.37 

2.  48 

2.  56 

2. 64 

2d  step.  . ....... 

2.  34 

2.  43 

2.  49 

2.  61 

2.  69 

2.  78 

3d  step ... 

2.  46 

2.  55 

2.  61 

2.  74 

2.  82 

2.  92 

8.. 

...1st  step. 

2. 34 

2. 42 

2. 48 

2.  59 

2.  66 

2.  76 

2d  step 

2. 46 

2. 55 

2.  61 

2. 73 

2. 80 

2.  90 

3d  step 

2.  58 

2.  68 

2.  74 

2. 87 

2.94 

3.05 

9„ 

...1st  step 

2.  44 

2.  53 

2.  58 

2.  70 

2. 77 

2. 87 

2d  step 

2.  57 

2.66 

2. 72 

2.84 

2.  92 

3.02 

3d  step 

2.70 

2.  79 

2.86 

2.  98 

3.07 

3.17 

10- 

...1st  step ...  

2.  55 

2.63 

2.70 

2.81 

2. 89 

2. 98 

2d  step -. 

2.  68 

2. 77 

2. 84 

2.  96 

3.04 

3. 14 

11. 

3d  step 

2.81 

2.  91 

2.  98 

3.11 

3.19 

3.30 

...1st  step...  

2.  66 

2. 75 

2.80 

2.  95 

3.03 

3.14 

2d  step 

2. 80 

2.89 

2.  95 

3.11 

3. 19 

3.30 

12. 

3d  step 

2. 94 

3.03 

3. 10 

3.27 

3.35 

3. 47 

...1st  step 

2. 84 

2.93 

2.  99 

3.10 

3.17 

3.28 

2d  step 

2. 99 

3.08 

3. 15 

3.26 

3.34 

3.45 

3d  step 

3.14 

3.23 

3. 31 

3.42 

3.  51 

3.62 

Total  number  of  employees 
covered  by  wage  board 
system 

826 

830 

857 

876 

889 

1, 120 

Note— From  February  1960  to  December  1962,  the  wage  board  system  was  made  up  of  17  grades— grades 
13  to  17  covering  supervisory  employees. 

Since  December  1962,  the  wage  board  system  has  been  made  up  of  21  grades— grades  13  to  21  covering 
supervisory  employees.  When  this  reorganization  was  effected,  the  supervisory  personnel  under  the  Archi- 
tect of  the  Capitol  allocated  in  grades  13  to  17  were  reallocated  in  grades  13  to  20  in  accordance  with  the  new 
setup. 

_ Of  the  present  total  of  1,120  employees,  only  72  employees — or  6 percent  of  the  organization — are  allocated 
m these  grades.  The  rates  of  these  grades  are  not  included  in  the  foregoing  table  as  they  would  not  present 
a comparative  picture  of  wage  rate  changes  for  supervisory  positions  within  these  grade  structures. 
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Mr.  Andrews.  How  close  did  you  fi^re  the  Capitol  Building  item 
where  you  asked  for  $10,000?  How  big  is  that  appropriation? 

Mr.  Henlock.  The  total  Capitol  Building  appropriation  for  this 
year  is  $1,624,324,  of  which  $1,319,850  is  for  personnel  compensation 
and  personnel  benefits.  We  have  a nonrecurring  item  of  $160,000  for 
constructing  rooms  in  the  old  light  shaft  near  Dr.  Calver’s  office  in 
the  1965  appropriation.  Outside  of  that,  90  percent  of  the  appropria- 
tion is  allocated  for  salaries.  We  are  absorbing  all  of  the  pay  costs 
we  can. 

Mr.  Andrews.  Mr.  Steed  ? 

Mr.  Steed.  No  questions. 

Mr.  Andrews.  Mr.  Flynt  ? 

Mr.  Flynt.  No,  questions,  Mr.  Chairman. 

Mr.  Andrews.  Mr.  Langen  ? 

OPERATION  OF  ELEVATOP.S 

Mr.  Langen.  Mr.  Chairman,  let  me  go  back  very  briefly  to  the  op- 
eration of  the  elevators.  I am  not  sure  what  the  full  explanation  was, 
there.  As  I understand,  there  is  personnel  enough  provided  for  so 
that  there  might  be  two  shifts  on  these  elevators  ? 

Mr.  Stewart.  That  is  right. 

Mr.  Langen.  Then  it  is  assumed  they  would  be  manned  at  what 
hours  of  the  day  ? 

Mr.  Henlogk.  Most  of  them  from  7 :30  in  the  morning  to  about  6 
in  the  evening. 

Mr.  Langen.  And  then  will  there  be  some  hours  of  the  day  when  all 
or  part  of  these  elevators  will  be  in  operation,  unmanned  ? 

Mr.  Stewart.  Yes,  sir;  in  staffing  the  Eaybum  Building,  we  have 
provided  a staff  only  for  daytime  operation ; that  is,  generally,  between 
the  hours  of  7 :30  a.m.  and  6 p.m.  Any  elevators  kept  in  service  be- 
tween the  hours  6 p.m.  and  7 :30  a.m.  will  be  kept  in  service  through 
automatic  operation. 

^Ir.  Henlock.  And  in  the  evening,  as  you  say — for  instance  in  the 
Capitol — the  elevator  by  the  House  Appropriations  Committee,  is 
automatic  operation  after  late  hours. 

Mr.  Langen.  Have  you  had  any  complaints  ? 

You  mentioned  something  about  experiences.  Have  you  had  com- 
plaints when  they  are  not  manned  ? 

Mr.  Stewart.  Not  in  the  late  shift  period. 

Mr.  Langen.  You  have  had  some  experiences  during  the  rush 
period  ? 

Mr.  Henlock.  These  boys,  in  addition  to  operating  the  elevators, 
give  information  to  tourists,  witnesses,  and  other  visitors  as  to  how  to 
reach  desired  destinations  within  the  buildings. 

For  instance,  when  anyone  not  familiar  with  the  building  comes 
through  the  new  subway  down  in  the  basement  of  the  Capitol  from 
the  Eaybum  Building,  he  would  not  have  any  way  to  find  out  how  to 
get  to  his  desired  destination  within  the  Capitol  unless  the  elevator 
operator  told  him.  To  some  extent  the  operators  act  as  sort  of  an  | 
informational  or  guide  force. 

Mr.  Langen.  I can  appreciate  that.  I hope  the  operators  are  prop- 
erly trained  so  they  know  their  way  around,  so  they  can  give  the  right 
instructions. 
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]\Ir.  Henlock.  Take  the  elevator  outside  of  our  office.  There  is  not  a 
day  goes  by  when  you  get  on  that  elevator  that  there  are  not  tourists 
or  strangers  wanting  directions.  If  there  were  no  operators  on  the 
elevator,  there  would  be  no  one  to  instruct  visitors,  witnesses,  or  others 
where  to  go,  or  at  what  floor  to  get  off,  to  reach  the  different  offices  or 
areas  to  be  visited. 

Mr.  Langen.  This  I appreciate.  However,  let  me  say  in  connec- 
tion with  that,  it  is  not  a response  to  the  question  I asked  which  was  to 
the  operation  of  the  elevator,  itself,  and  whether  difficulties  had  been 
experienced  because  of  the  lack  of  an  operator  ? 

Mr.  Stewart.  We  have  had  no  complaints. 

Mr.  Andrews.  Mr.  Keif  el. 

Mr.  Keifee.  Ko  questions,  Mr.  Chairman. 

Mr.  Stewart.  Mr.  Chairman,  if  you  want  me  to  I would  be  very  glad 
to  give  you  an  exact  count  of  the  ones  that  are  automatic,  all  the  eleva- 
tors on  the  House  side,  and  insert  that  in  the  record  with  your  permis- 
sion so  you  will  know  exactly  the  ones  we  have  and  the  total  number 
of  elevators  operating. 

Mr.  Andrews.  Thank  you. 

(The  following  infoimation  was  supplied :) 

There  are  10  elevators  on  the  House  side  of  the  Capitol ; 7 of  these  are  equipped 
for  automatic  operation  and  the  other  3 are  equipped  for  manual  operation  only. 

There  are  30  elevators  in  the  Rayburn  House  Office  Building,  all  of  which  are 
equipped  for  automatic  operation. 

There  are  20  elevators  in  the  Cannon  and  Longworth  House  Office  Buildings. 
Of  these  20,  only  2 freight  elevators  are  equipped  for  automatic  operation. 


Thursday,  March  11,  1965. 

Capitol  Buildings 
WITNESSES 

J.  GEORGE  STEWART,  ARCHITECT  OF  THE  CAPITOL 
MARIO  E.  CAMPIOLI,  ASSISTANT  ARCHITECT  OF  THE  CAPITOL 
CHARLES  A.  HENLOCK,  ADMINISTRATIVE  OFFICER  FOR  THE 
ARCHITECT 

JOSEPH  F.  McCaffrey,  radio-television  correspondents’ 

GALLERIES,  MEMBER  AT  LARGE,  EXECUTIVE  COMMITTEE  OF 
CORRESPONDENTS 

ROBERT  M.  MENAUGH,  SUPERINTENDENT,  HOUSE  RADIO-TELEVI- 
SION GALLERY 

Kemodeling  Work  for  Use  of  Radio-TV  Gallery 

Mr.  Andrews.  This  is  a supplemental  budget  request  by  the  Archi- 
tect for  $130,000  for  remodeling  the  rooms  now  occupied  by  the 
F oreign  Affairs  Committee  on  the  gallery  floor  of  the  Capitol  for  use 
by  the  Kadio-TV  Gallery. 

Mr.  Stewart,  do  you  have  a statement  on  this  ? 

Mr.  Stewart.  Yes,  sir. 

Mr.  Andrews.  We  shall  insert  that  statement  in  the  record  at  this 
point. 
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(The  statement  follows :) 

Capitol  buildings,  1965,  supplemental  estimate,  House  Document  80,  $130,000 

This  estimate  is  submitted  at  the  direction  of  the  Speaker  of  the  House  of 
Representatives.  Space  has  been  assigned  by  the  House  Office  Building  Com- 
mission in  the  Rayburn  House  Office  Building  to  the  House  Committee  on 
Foreign  Affairs  and  that  committee  is  expected  to  move  from  its  present  quarters 
in  the  Capitol  to  the  Rayburn  Building  in  the  near  future.  Ihe  quarters  presently 
occupied  and  being  vacated  by  that  committee  in  the  Capitol,  located  on  the 
gallery  floor  of  the  House  wing,  are  known  as  rooms  H-320,  H-821,  and  H-322. 

These  three  rooms  have  been  assigned  by  the  Speaker  to  the  House  Radio- 
Television  Correspondents  Galleries  for  the  conduct  of  their  radio  and  television 
filming,  recording,  and  broadcasting  operations,  and  the  Speaker  has  directed 
that  the  rooms  be  properly  prepared  by  the  Architect  of  the  Capitol  for  such 
use,  under  funds  to  be  requested  in  the  supplemental  appropriation  bill  for  such 
purpose.  The  Speaker  has  also  directed  that  the  request  for  funds  include  the 
necessary  amount  to  remove  the  mezzanine  floor  and  booths  from  room  H-323 
on  the  gallery  floor  of  the  House  wing,  occupied  on  a temporary  basis  since  1962 
by  the  House  radio-television  facility,  and  to  restore  that  room  to  its  former 
office  appearance. 

The  House  radio  and  television  requirements  have  been  gone  over  carefully 
with  members  of  the  Galleries’  Executive  Committee  and,  based  on  their  require- 
ments, its  is  estimated  that  an  appropriation  of  $130,000  will  be  required  for 
structural,  mechanical,  electrical,  and  other  work  necessary  to  be  done. 

The  executive  committee  advises  that  their  present  temporary  quarters  are 
so  inadequate  that  numerous  films  and  recordings  now  have  to  be  made  in  the 
gallery  corridor  since  room  H-323  now  assigned  them  cannot  meet  normal  re- 
quirements. The  following  pertinent  comments  were  received  from  the  execu- 
tive committee  with  respect  to  the  layout  drawings  proposed  for  the  new  quarters 
assigned  for  their  occupancy  : 

“Every  effort  has  been  made  to  utilize  the  new  quarters  in  the  best  possible 
manner  for  the  convenience  and  effectiveness  of  presentation  of  the  Members 
of  the  House  and  day-to-day  coverage  of  the  House  of  Representatives  for  radio 
and  television  newscasts.  Unlike  the  other  media  galleries,  a correspondent  must 
bring  the  Member  with  him  to  these  facilities  to  get  his  story  on  film  or  tape. 

“In  relation  to  the  traffic  through  this  gallery,  much  increase  is  due  to  ‘re- 
gional coverage’  by  individual  stations  and  group  stations.  In  addition  to  audio 
tape,  they  use  sound  on  film. 

“Among  these  regional  bureaus  now  in  Washington,  three  of  them  cover  the 
most  populous  areas  of  the  country.  These  sound-on-film  people  interview 
several  Members  each  working  day.  This  studio  would  permit  several  of  these 
outfits  to  set  up  their  rigs  and  by  alternating  interviews  upon  arrival  of  the 
Members  would  save  the  Member  time  as  well  as  expediting  their  own  opera- 
tions.” 

It  is  proposed  to  construct  a mezzanine  floor  in  room  H-320,  which  room  will 
be  used  as  a central  control  office,  and  to  install  two  toilets^ — one  for  men  and 
one  for  women — on  this  mezzanine  floor.  An  existing  doorway  on  the  north 
wall  of  this  room  will  be  bricked  up  and  a new  doorway  will  be  cut  at  another 
point  in  this  wall,  in  order  to  provide  a maximum  amount  of  usable  wall  space. 
This  new  doorway  must  be  cut  through  solid  masonry  and  will  provide  access 
to  adjoining  room  H-321. 

Room  H-321  is  to  be  subdivided  by  masonry  partitions  and  will  contain  two 
booths  for  radio  broadcasting  and  recording ; also,  a panel  room  for  panel  dis- 
cussions for  broadcasting.  In  addition,  it  is  proposed  to  construct  a mezzanine 
floor  in  this  room  also,  with  an  access  steel  stairw^ay,  and  to  install  on  this 
mezzanine  floor  three  additional  booths  for  radio  broadcasting  and  recording. 
Some  space  will  also  be  available  on  this  floor  for  use  as  a general  pressroom. 
The  old  doorway  in  the  north  wall  of  this  room  will  be  bricked  up  to  provide  a 
maximum  amount  of  usable  wall  space,  and  a new  doorway  will  1^  cut  through 
the  north  wall  to  provide  access  to  adjoining  room  H-322.  A doorway  will  be 
constructed  to  connect  the  mezzanine  floors  between  rooms  H-321  and  H-320. 

Room  H-322  is  to  be  converted  into  a studio  where  live  TV,  taped  or  filmed 
recordings,  will  be  made  of  Congressmen,  seated  at  a desk,  with  appropriate  back- 
drop. Provision  is  being  made  for  use  of  both  black  and  white  and  color  TV 
in  this  room.  A new  hung  acoustical  ceiling  will  be  installed  in  this  room,  and 
the  walls  of  this  room  will  be  acoustically  treated. 
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In  general,  construction  will  be  soundproof  and  fireproof  throughout,  with 
steel-framed  mezzanine  floors,  and  with  masonry  partitions.  Built-in  cabinets, 
counters,  bookcases,  bulletin  boards,  will  also  be  provided. 

Extensive  electrical  work  and  air-conditioning  work,  accounting  for  about 
60  percent  of  the  total,  will  be  necessary,  due  to  the  tremendous  amount  of  heat 
given  off  by  the  high  intensity  lighting  required  for  TV  purposes.  Much  of  the 
electrical  and  air-conditioning  work  will  be  performed  in  the  attic  space  above 
rooms  H-320,  H-321,  and  H-322,  in  order  to  provide  the  required  lighting  and 
ventilation.  New  lighting  will  be  provided,  as  well  as  all  necessary  conduits, 
outlets,  powerlines,  and  wiring.  Work  will  also  be  required  in  the  space  west 
of  the  large  open  ornamental  stairway  on  the  west  side  of  the  House  wing  for  the 
controls  of  TV  equipment  in  the  studio. 

In  addition,  room  H-323  will  be  restored  to  the  manner  in  which  it  appeared 
when  used  as  an  office  before  temporary  occupancy  of  that  room  by  the  radio- 
television facilities. 

It  is  estimated  that  all  work  under  the  $130,000  estimate  can  be  completed 
within  6 months  after  award  of  contract  and  notice  to  proceed.  Plans  and 
specifications  for  this  work  have  been  completed,  having  been  prepared  at  a cost 
of  $7,650  authorized  by  the  Speaker  to  be  expended  for  such  purpose  from  the 
contingent  expense  appropriation  under  the  Architect  of  the  Capitol. 

A breakdown  of  the  estimate  follows  : 

Breakdown  of  estimate 


Structural  and  related  work  : 

Demolition $6,  900 

Concrete 1,  650 

Masonry 4,  000 

Decking 850 

Structural  steel 3,  500 

Miscellaneous  metal 770 

Hollow  metal 660 

Special  doors  and  windows 3,  300 

Carpentry  and  millwork 8,  200 

Furring,  lathing,  and  plastering,  acoustical  work  and  insulation 9, 150 

Floor  covering 5,  500 

Painting 1,  540 

Hardware 1,  540 

Toilet  partitions  and  accessories 880 

Miscellaneous  changes 4,  800 


Subtotal 53,  240 

Air-conditioning  and  plumbing 36,  360 

Electrical  and  lighting 40,  400 


Total  estimate 130,  000 


Mr.  Stewart.  I would  like  to  read  the  first  sentence  or  so : 

This  estimate  is  submitted  at  the  direction  of  the  Speaker  of  the  House  of 
Representatives.  Space  has  been  assigned  by  the  House  Office  Building  Com- 
mission in  the  Rayburn  House  Office  Building  to  the  House  Committee  on  For- 
eign Affairs  and  that  committee  is  expected  to  move  from  its  present  quarters  in 
the  Capitol  to  the  Rayburn  Building  in  the  near  future.  The  quarters  presently 
occupied  and  being  vacated  by  that  committee  in  the  Capitol,  located  on  the 
gallery  floor  of  the  House  wing,  are  knovm  as  rooms  H-320,  H-321,  and  H-322. 

These  three  rooms  have  been  assigned  by  the  Speaker  to  the  House  radio-tele- 
vision correspondents  galleries  for  the  conduct  of  their  radio  and  television 
filming,  recording,  and  broadcasting  operations,  and  the  Speaker  has  directed  that 
the  rooms  be  properly  prepared  by  the  Architect  of  the  Capitol  for  such  use, 
under  funds  to  be  requested  in  the  supplemental  appropriation  bill  for  such 
purposes.  The  Speaker  has  also  directed  that  the  request  for  funds  include  the 
necessary  amount  to  remove  the  mezzanine  floor  and  booths  from  room  H-323  on 
the  gallery  floor  of  the  House  wing,  occupied  on  a temporary  basis  since  1962 
by  the  House  radio-tele  vis  Lon  facility,  and  to  restore  that  room  to  its  former 
office  appearance. 
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The  House  radio  and  television  requirements  have  been  gone  over  carefully 
with  the  members  of  the  galleries’  executive  committee,  and,  based  on  their 
requirements,  it  is  estimated  that  an  appropriation  of  $130,000  will  be  required 
for  structural,  mechanical,  electrical,  and  other  work  necessary  to  be  done. 

Mr.  Andrews.  Mr.  McCaffrey,  have  you  a statement  to  make? 

Mr.  McCaffrey.  I have  no  statement,  Mr.  Chairman.  I shall  an- 
swer any  questions. 

Mr.  Stewart.  Mr.  Chairman,  I might  point  out  that  extensive 
electrical  and  air-conditioning  work,  accounting  for  about  60  percent 
of  the  total  estimate,  will  be  necessary  due  to  the  tremendous  amount 
of  heat  given  off  by  the  high  intensity  lighting  required  for  TV 
purposes. 

Mr.  Andrews.  According  to  the  table  on  page  5 of  your  statement, 
about  $76,760  of  this  request  is  for  air-conditioning,  plmnbing,  elec- 
trical and  lighting  work. 

Mr.  Stewart.  That  is  right,  sir. 

Mr.  Andrews.  Mr.  McCaffrey,  we  would  be  happy  to  hear  any- 
thing you  have  to  say. 

Mr.  McCaffrey.  I have  nothing  to  say,  Mr.  Chairman,  except  this 
is  brought  about  by  the  great  growth  in  the  radio  and  television  in- 
dustry, by  our  requirement  to  bring  members  physically  into  our 
facility.  The  Press  Gallery  can  operate  without  actually  having  a 
member  come  in,  but  we  have  to  have  them  in  for  filming  and  for 
tape  recording. 

When  we  were  first  assigned  our  quarters  in  what  is  now  the  cor- 
ridor for  the  elevators,  we  had  153  members.  We  now  have  351  mem- 
bers. We  have  had  a growth  during  the  last  3 years  of  regional 
correspondents.  Time-Life,  for  example,  has  its  own  bureau  here, 
does  its  own  filming  for  stations  it  represents,  and  WGN  in  Chicago 
has  its  own  crew.  There  are  several  other  members  besides  the  net- 
works and  the  local  independent  stations. 

There  are  many  stations  represented  individually,  now,  in  our 
gallery,  which  have  requirements  to  bring  members  to  use  for  taping 
and  filming. 

Under  our  present  setup,  we  are  greatly  handicapped  by  keeping 
members  waiting  sometimes  for  as  long  as  45  or  50  minutes  in  order 
to  use  the  one,  lone,  small  filming  booth  that  we  have. 

Mr.  Andrews.  In  other  words,  the  primary  purpose  of  this  room 
is  to  permit  members  of  the  radio  and  TV  community  to  interview 
Members  of  the  House. 

Mr.  McCaffrey.  That  is  right. 

Mr.  Andrews.  I notice  in  the  breakdown  of  the  $130,000  there  is 
no  item  for  any  kind  of  equipment. 

Mr.  McCaffrey.  All  the  equipment  is  furnished.  That  is,  cameras 
and  things  like  that,  they  are  furnished  by  the  individual  stations 
who  do  their  own  filming. 

Mr.  Andrews.  You  have  some  filming  in  your  present  quarters, 
do  you  not  ? 

Mr.  McCaffrey.  We  have  only  the  lighting,  that  is  all. 

All  the  technicians  and  all  the  facilities  for  the  technicians  are  fur- 
nished by  the  individual  stations  and  by  the  individual  correspondents. 

Mr.  Andrews.  What  would  you  estimate  is  the  total  cost  of  all  the 
equipment  that  commercial  firms  will  put  into  these  new  quarters? 
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Mr.  McCaffrey.  Nothing  will  be  installed  permanently  except  the 
cables  and  conduits  that  they  will  put  in  for  the  networks. 

Mr.  Menaugh.  As  I understood  your  question,  you  would  like  an 
estimate  of  the  total  investment  of  commercial  property  that  comes 
in  and  out  of  the  gallery  ? 

Mr.  Andrews.  Yes,  . 

Mr.  McCaffrey.  For  instance,  the  camera  that  is  used  by  Time- 
Life,  I would  estimate  costs  about  $7,000.  Network  equipment  goes 
as  high  $20,000— thus  seven  crews  would  have  equipment  totaling 
more  than  the  cost  of  the  facility. 

Mr.  Andrews.  They  keep  it  in  there  all  the  time  ? 

Mr.  McCaffrey.  No,  they  bring  it  in  when  they  want  to  film  a 
Member. 

Mr.  Andrews.  You  said  the  companies  would  pay  for  installing  the 
cables.  That  is  not  shown  here  on  this  table  under  the  item  of 
“Electrical  Lighting”  ? 

Mr.  McCaffrey.  You  install  the  conduit? 

Mr.  CAikipiOLi.  We  install  the  conduits  from  the  control  board  up 
to  the  rooms. 

Mr.  McCaffrey.  And  the  network  installs  their  own  cable. 

Mr.  Andrews.  How  firm  is  this  figure  of  $130,000  ? 

Mr.  Stewart.  It  is  a rather  firm  figure. 

Mr.  Andrews.  How  do  you  come  to  it  ? 

Mr.  Stewart.  The  Associate  Architects  prepared  the  estimate,  based 
on  the  needs  of  the  TV-radio  gallery,  and  our  own  office  force  checked 
it  carefully. 

Mr.  Andrews.  Wlio  did  the  plans  for  the  proposed  work? 

Mr.  Campioli.  DeWitt,  Poor  & Shelton  under  a subcontract  with 
Shelton  & Almond  who  were  the  associate  architects  and  engineers 
engaged  in  construction  work  on  that  side  of  the  Capitol. 

Mr.  Andrews.  Have  they  been  paid  ? 

Mr.  Henlock.  The  plans,  drawings,  and  specifications  are  com- 
pleted and  payment  is  now  due  for  this  work. 

Mr.  Andrews.  $7,650  ? 

Mr.  Henlock.  That  is  right.  From  the  Architect’s  contingency 
fund. 

Mr.  Andrews.  How  long  have  we  had  a separate  radio  gallery  in  the 
Capitol  ? 

Mr.  McCaffrey.  Since  May  of  1939.  Mr.  Menaugh  was  the  orig- 
inal superintendent. 

Mr.  Andrews.  What  facilities  do  you  have  in  the  one  room,  H-323, 
that  you  now  occupy,  as  compared  to  what  you  expect  to  have  in  the 
new  rooms  if  this  request  is  granted  ? 

Mr.  McCaffrey.  In  our  present  facility  we  have  three  very  small 
booths  for  recording  and  correspondents  phoning  back.  We  have  one 
very  small  television  and/or  radio  studio  which  is  used  either  for  panel 
shows  in  radio  or  for  shooting  sound  film.  The  new  facility  would 
provide  for  what,  Mr.  Menaugh  ? 

Mr.  l^NAUGH.  Koom  H-322  will  provide  one  studio,  principally 
for  filming.  Koom  H-321  will  provide  two  radio  booths,  a studio  for 
panel  broadcasts  and  work  area  on  the  first  level  and  three  radio  booths 
on  the  mezzanine.  The  smaller  room  H-320 — I believe  all  of  this  is 
in  the  writeup  the  Architect  submitted  for  the  record — the  smaller 
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room  would  be  an  office,  reception  room,  and  there  would  be  two  toilets 
installed  on  the  mezzanine. 

Mr.  Andrews.  Would  you  sketch  for  the  record  a brief  picture  of 
what  goes  on  in  a typical  day  in  the  gallery  ? How  many  Members 
are  interviewed  ? 

Mr.  McCaffrey.  Last  session  there  were  500  interviews,  radio  and 
television,  in  our  gallery  and  there  were  40  panel  shows.  Now,  in  a 
typical  day  I would  think  that — as  I left  the  gallery  just  noAv  to  come 
over  here,  WGN  was  shooting  an  interview  with  Eoman  Pucinski,  of 
Chicago.  Time-Life  has  reserved  the  period  in  the  studio  immediately 
after  WGN  is  finished  to  do,  I think,  two  or  three  short  television 
interviews  with  Members  in  their  area.  Westinghouse  may  have  re- 
served it  for  an  interview  program. 

This  would  carry  through  probably  until  about  3 o’clock. 

In  the  meantime  there  are  individual  correspondents  using  the 
facility  as  a base  to  vrrite  copy  or  to  call  back  to  their  studio  or  to  do 
beeper  phones  back  to  their  networks  or  stations.  I think  that  gen- 
erally wmuld  give  you  an  idea. 

Mr.  Andrews.  I am  not  altogether  clear  as  to  why  you  want  this 
on  a supplemental.  Are  you  going  to  do  the  work  just  as  soon  as  you 
can  or  in  the  hoped  for  long  summer-fall  adjournment  ? 

Mr.  Henlock.  We  are  ready  to  let  contracts  and  order  materials  and 
proceed  with  the  work  before  adjournment. 

Mr.  Andrews.  How  will  you  do  your  contracting  ? 

Mr.  Henlock.  By  open  competitive  bidding. 

Mr.  Andrews.  It  should  not  exceed  $130,000  ? 

Mr.  Henlock.  That  is  right,  sir. 

Mr.  Andrews.  Mr.  Stewart,  when  did  the  Speaker  actually  allocate 
the  F orei gn  Affairs  rooms  to  this  new  use  ? 

Mr.  Henlock.  In  November  1964.  I understand  both  Speaker  Ray- 
burn and  Speaker  McCormack,  before  this  date,  promised  the  assign- 
ment would  be  made. 

Mr.  Andrews.  When  did  he  approve  use  of  your  contingent  expense 
fund  to  prepare  the  plans  and  specs  for  this  work  ? 

Mr.  Henlock.  In  November  1964  and  confirmed  the  action  Janu- 
ary 7, 1965. 

Mr.  Andrews.  I note  in  room  320 — I guess  that  is  now  Hr.  Morgan’s 
committee  office — you  will  brick  up  a doorway  to  the  next  room  and 
cut  another  one  in  the  same  wall.  How  near  will  it  be  ? 

]\Ir.  Campioli.  They  will  be  about  2 feet  apart,  Mr.  Chairman.  This 
is  the  picture,  here  [indicating] . 

This  is  room  320.  In  order  to  be  able  to  make  the  booths  consecutive 
and  allow  some  space  for  the  entrance  to  321,  this  door  will  be  blocked 
up  with  a nonbearing  partition  which  can  be  knocked  out  later  if 
there  is  a change  and  a new  doorway  will  be  cut  through  there.  This 
stairway  [pointing]  goes  up  to  the  mezzanine  level  above  that  area. 

Mr.  Andrews.  You  apparently  will  do  the  same  thing  in  the  next 
room  ? 

Mr.  Campioli.  Yes,  sir. 

Mr.  Andrews.  MTiere  are  the  nearest  restroom  facilities,  now  ? 

Mr.  McCaffrey.  They  are  in  the  Press  Gallery,  Mr.  Chairman. 
Many  years  ago  Elmer  Davis  was  up  here  one  day  and  said,  “You  know, 
radio-television  correspondents  will  always  be  second-class  citizens 
until  Ave  have  our  own  toilet,”  and  we  are  still  second-class  citizens. 
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Mr.  Andrews.  How  many  women  members  of  the  gallery  ? 

Mr.  McCaffrey.  We  have,  I guess,  about  50. 

Mr.  Andrews.  Looking  at  the  breakdown  on  page  5,  what  about 
$3,300  for  special  doors  and  windows.  Tell  us  about  that. 

Mr.  Camfioli.  On  this  plan,  here,  these  doors  will  all  be  new  doors 
since  these  are  openings  smaller  than  the  present  doors.  We  can’t  re- 
use those  existing  doors.  We  also  have  to  install  double  doors  on  some 
of  these  studios  for  sound  insulation  against  noise  in  the  corridor  when 
they  are  shooting  in  the  studio.  Then  we  have  viewing  windows  from 
this  passageway.  If  a session  is  going  on  in  the  panel  room,  this  can 
be  viewed  through  these  openings.  Then  there  are  doors  to  every  one 
of  these  booths,  three  on  the  gallery  floor  and  three  up  here  on  the  mez- 
zanine floor,  and  also  doors  into  toilets. 

Mr.  Andrews.  You  are  requesting  $5,500  for  floor  covering.  That 
seems  like  a lot  of  money  for  that  amount  of  floor  space. 

Mr.  Camfioli.  We  will  have  about  2,550  square  feet  of  floor  to  cover. 

Mr.  Andrews.  Will  that  be  part  of  the  one-package  deal  in  the 
contract  ? 

Mr.  Camfioli.  Yes,  sir. 

Mr.  Andrews.  What  are  the  chances  of  getting  a smaller  bid  than 
$130,000? 

Mr.  Camfioli.  Under  competition  that  is  possible. 

Mr.  Andrews.  You  are  sure  you  are  going  to  let  it  out  by  com- 
petitive bid  to  the  lowest  responsible  bidder  ? 

Mr.  Henlock.  We  have  to  do  so,  by  law. 

Mr.  Andrews.  Elaborate  on  the  air  conditioning  and  electrical  work 
since  it  is  more  than  half  of  the  total.  Why  should  that  run  so  high  ? 

Mr.  Camfioli.  The  lighting  load  in  the  studio  where  colored  TV 
is  going  to  take  place  is  going  to  be  quite  heavy  and  it  generates  a 
tremendous  amount  of  heat.  Consequently  it  necessitates  a new  air 
conditioning  system  to  draw  off  the  excessive  heat  load  that  will  be 
generated  by  the  lighting  in  these  rooms  where  photography  is  going 
to  take  place.  For  that  purpose  the  area  above  this  area  in  the  attic 
will  be  almost  completely  covered  with  new  equipment  which  will 
serve  this  area. 

Mr.  Andrews.  Wbat  is  the  statutory  authority  for  this  sort  of  work 
in  the  Capitol,  Mr.  Stewart  ? 

^ Mr.  Henlock.  Sections  162,  163,  and  166  of  title  40  of  the  United 
States  Code.  Section  166  reads : 

All  improvements,  alterations,  additions,  and  repairs  to  tlie  Capitol  Building 
shall  be  made  at  the  direction 

Mr.  Andrews.  Will  you  insert  that  in  the  record? 

(The  information  follows:) 

§ 162.  Architect  of  Capitol ; powers  and  duties. 

The  Architect  of  the  Capitol  shall  perform  all  the  duties  relative  to  the  Capitol 
Building  performed  prior  to  August  15,  1876,  by  the  Commissioner  of  Public 
Buildings  and  Grounds,  and  shall  be  appointed  by  the  President:  Provided, 
That  no  change  in  the  architectural  features  of  the  Capitol  Building  or  in  the 
landscape  features  of  the  Capitol  Grounds  shall  be  made  except  on  plans  to  be 
approved  by  Congress. 

§ 163.  Same ; care  and  superintendence  of  Capitol. 

The  Architect  of  the  Capitol  shall  have  the  care  and  superintendence  of  the 
Capitol,  including  lighting.  His  office  shall  be  in  the  Capitol  Building. 
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§166.  Same;  repairs  of  Capitol. 

All  improvements,  alterations,  additions,  and  repairs  of  the  Capitol  Building 
shall  be  made  by  the  direetion  and  under  the  supervision  of  the  Architect  of 
the  Capitol. 

Mr.  Andrews.  Will  you  cite  for  reference  purposes  the  Speaker’s 
authority  over  assignment  of  space  in  the  Capitol  Building? 

Mr.  Stewart.  Yes,  sir. 

(The  information  follows:) 

Rule  I of  the  House  of  Representatives,  clause  3,  defines  the  duties  of  the 
Speaker  in  this  respect,  as  follows : 

“3.  He  shall  have  general  control,  except  as  provided  by  rule  or  law,  of  the 
Hall  of  the  House,  and  of  the  corridors  and  passages  and  the  disposal  of  the 
unappropriated  rooms  in  that  part  of  the  Capitol  assigned  to  the  use  of  the 
House,  until  further  order.” 

Mr.  Steed.  Mr.  Stewart,  you  will  recall  some  years  ago  this  com- 
mittee authorized  you  to  proceed  with  the  fireproofing  of  the  Capitol 
which  was  a very  sizable  project  and  at  that  time,  between  agreement 
with  you  and  the  committee,  it  was  decided  that  henceforth  alterations 
in  the  Capitol  structure  itself  would  be  of  the  type  work  that  would 
be  in  conformance  with  good  fire  prevention  judgment,  meaning  that 
masonry  walls,  that  sort  of  thing,  would  be  installed  rather  than 
fiber  walls  that  might  add  to  the  fire  hazard. 

Does  this  project  conform  to  that  understanding? 

Mr.  Stewart.  The  partitions  will  all  be  of  masonry,  Mr.  Steed. 
There  will  be  no  wood  partitions. 

Mr.  Steed.  In  other  words,  we  are  not  going  to  build  in  a new  fire 
hazard  here,  that  would  offset  some  of  the  other  work  already  done  ? 

Mr.  Stewart.  That  is  right. 

Mr.  Steed.  This  price  for  the  air-conditioning  work  and  so  forth, 
does  it  comply  with  the  usual  type  of  thing  in  commercial  studios 
throughout  the  country  ? 

Mr.  Campioli.  Yes,  this  type  of  work  wherever  it  is  built,  particu- 
larly in  existing  buildings,  is  an  expensive  installation.  It  is  expensive 
in  a new  building,  but  more  expensive  in  an  existing  building. 

Mr.  Steed.  I have  now  a question  for  Mr.  McCaffrey.  You  have 
been  in  contact  wfith  some  of  us  on  the  committee  over  a period  of  time, 
and  it  is  my  understanding  that  the  timing  of  this  particular  item  had 
to  be  made  in  conformance  with  the  time  the  Foreign  Affairs  Commit- 
tee could  occupy  its  new  quarters  in  the  Rayburn  Building,  and  since 
they  are  about  to  do  that,  these  rooms  in  the  Capitol  will  soon  be  avail- 
able for  this  renovation  ? 

Mr.  McCaffrey.  That  is  right. 

Mr.  Steed.  This  is  a part  of  the  longstanding  understanding  your 
group  has  had  with  the  Speaker  that  when  and  if  opportunity  afforded 
itself,  your  needs  would  be  dealt  with  and  an  effort  would  be  made  to 
upgrade  this  part  of  the  press  section  to  somewhat  on  the  same  level 
that  we  have  always  been  able  to  give  the  working  press  in  the  old 
Press  Gallery,  including  not  only  your  teclinical  needs,  but  also  in 
such  matters  as  restrooms,  telephone  booths  and  that  sort  of  facility, 
and  the  accomplishment  of  this  project,  as  I understand  it,  is  supposed 
to  put  the  House  in  the  position  of  having  provided  for  all  press  facili- 
ties something  of  an  equal  character? 
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Mr.  McCaffrey.  That  is  right.  This  goes  back,  Mr.  Steed,  to  when 
Mr.  Rayburn  was  Speaker,  to  June  of  1961,  when,  at  the  time  they 
were  preparing  for  bringing  up  the  elevators  and  taking  over  what 
was  then  our  gallery — and  at  that  time  Mr.  Rayburn  said,  “When  For- 
eign Affairs  leaves,  then  you  people  will  be  able  to  move  in,”  and  this 
was  confirmed  again  by  Speaker  AIcCormack  in  1962  and  has  been 
followed  through  ever  since. 

]\Ir.  Steed.  "Wliile  they  u>ay  not  be  as  elaborate  because  of  the 
different  techniques  of  work,  it  is  true  that  in  the  regula,r  House 
Press  Gallery,  all  needed  facilities,  restrooms,  work  areas,  telephone 
booths,  and  that  sort  of  thing  that  the  press  corps  needed  were  pro- 
vid  ^ ^ " ■■  Y 


Mr.  Andrews.  Mr.  Flynt. 

Mr.  Flynt.  I have  no  questions,  Mr.  Chairman. 

^Ir.  Andrews.  Mr.  Langen. 

Mr.  Langen.  I do  understand  the  need  and  the  problems  you  have 
experienced  because  of  cramped  quarters  during  recent  times,  having 
had  some  exposure  to  it. 

Let  me  ask,  however,  if  these  planned  additions  are  made,  how 
adequate  will  they  be,  in  the  future,  envisioning  the  needs  from 
hereon  ? 

Mr.  McCaffrey.  To  coin  a phrase,  I am  glad  you  asked  that  ques- 
tion, because  in  every  meeting  I have  sat  in,  on  the  actual  preparation 
for  this  gallery — and  I haven’t  sat  in  on  many  of  the  technical  meet- 
ings, but  those  I have  sat  in  on,  I have  always  said,  let  us  do  this  so 
that  we  won’t  have  to  go  back  in  3 or  4 or  5 years  or  even  10  or  15 
years ; let’s  get  it  done  now,  because  every  year  building  costs  are  going 
up  and  it  is  going  to  cost  more. 

So  I believe,  and  I have  been  satisfied,  that  what  we  are  asking  for 
will  do  away  with  the  necessity  of  coming  back  before  this  commit- 
tee 10  or  15  years  from  now. 

Mr.  Langen.  May  I ask  how  many  problems  this  will  create  for 
you  if  this  work,  or  the  project  is  started  while  Congress  is  still 
in  session,  possibly  interfering  with  your  ability  to  work. 

Mr.  McCaffrey.  This  is  in  a different  area,  sir. 

Mr.  Langen.  It  won’t  interfere  with  what  you  do  now  ? 

Mr.  Stewart.  It  is  not  adjacent  space. 

Mr.  Langen.  You  can  continue  as  you  have  been  doing  until  this 
is  finished  ? 

Mr.  McCaffrey.  Yes. 

Mr.  Langen.  To  what  degree  do  you  suppose,  with  this  change,  it 
will  provide,  oh,  the  news  media,  and  I should  say  in  turn  the  public, 
with  information  or  with  an  exposure  to  what  goes  on  in  the  Con- 
gress ? Do  you  anticipate  there  might  be  some  expansion  ? 

Mr.  McCaffrey.  I think  there  will  be  an  expansion.  There  is  a 
reluctance  right  now  on  the  part  of  the  networks,  for  example,  to 
shoot  over  here,  because  they  are  trapped  by  having  to  wait  so  long, 
and  because  camera  crews  cost  so  much.  I forget  how  much  these 
people  earn,  but  it  is  a substantial  amount  of  money — cameramen  and 
sound  men.  And,  therefore,  they  don’t  like  to  lock  them  in  on  as- 
signment where  they  may  have  to  wait  until  a studio  is  free. 
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It  will  also  do  away  with  Avhat  I regard  as  a great  annoyance,  and 
I think  most  of  the  Members  do,  too,  of  this  shooting  in  the  halls. 

For  instance,  we  have  a crew  out  in  front  of  the  Foreign  Affairs 
Committee  right  now.  With  adequate  studio  space  they  would  be 
shooting  inside. 

I think  that  it  will  mean  more  camera  crews  are  going  to  work 
on  the  House  side.  I think  there  is  going  to  be  more  exposure  for 
Members  and  in  turn,  I think  people  are  going  to  be  seeing  and 
hearings  from  more  Members  of  the  House  more  frequently  than  un- 
der the  present  setup. 

Mr.  Langen.  Thank  you.  That  is  all,  Mr.  Chairman. 

Mr.  Andrews.  Thank  you  very  much,  gentlemen. 

SUBCOMMITTEE  ON  DEPARTMENTS  OF  LABOR  AND  HEALTH, 
EDUCATION,  AND  WELFARE  APPROPRIATIONS 

JOHN  E.  FOGARTY,  Rhode  Island,  Chairman 

WINFIELD  K.  DENTON,  Indiana  MELVIN  R.  LAIRD,  Wisconsin 
DANIEL  J.  FLOOD,  Pennsylvania  ROBERT  H.  MICHEL,  Illinois 
D.  R.  MATTHEWS,  Florida  GARNER  E.  SHRIVER,  Kansas 

ROBERT  B.  DUNCAN,  Oregon 
BILLIE  S.  FARNUM,  Michigan 

Wednesday,  February  24,  1965. 

DEPARTMENT  OF  HEALTH,  EDUCATION,  AND  WELFARE 

Grants  to  States  for  Public  Assistance 

WITNESSES 

FRED  H.  STEININGER,  DIRECTOR,  BUREAU  OF  FAMILY  SERVICES 
JOHN  J.  HURLEY,  DEPUTY  DIRECTOR,  BUREAU  OF  FAMILY 
SERVICES 

MRS.  DOROTHY  B.  WEST,  CHIEF,  OPERATIONS  AND  FISCAL  ANAL- 
YSIS GROUP,  DIVISION  OF  PROGRAM  STATISTICS  AND  ANALYSIS, 
BUREAU  OF  FAMILY  SERVICES 

CHARLES  S.  WHITE,  CHIEF,  DIVISION  OF  ADMINISTRATION, 
BUREAU  OF  FAMILY  SERVICES 
DR.  ELLEN  WINSTON,  COMMISSIONER  OF  WELFARE 
ROY  L.  WYNKOOP,  EXECUTIVE  OFFICER,  WELFARE  ADMINIS- 
TRATION 

JAMES  F.  KELLY,  DEPARTMENT  COMPTROLLER 

Mr.  Fogarty.  Proceed,  Mr.  Steininger,  with  your  statement  on 
the  supplemental  request  for  grants  to  States. 

General  Statement 

Mr.  Steininger.  Air.  Chairman,  a supplemental  appropriation  of 
$407,900,000  is  requested  for  the  fiscal  year  1965  for  grants  to  States 
for  public  assistance.  This,  of  course,  is  in  addition  to  the  regular 
1965  appropriation  of  $2,780  million  already  approved  by  the  Congress. 
Tiiese  funds  are  used  for  grants  to  States  for  five  programs:  Old-age 
assistance,  medical  assistance  for  the  aged,  aid  to  families  with  depend- 
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ent  children,  aid  to  the  blind,  and  aid  to  the  permanently  and  totally 
disabled. 

NEED  FOR  SUPPLEMENTAL 

The  need  for  the  supplemental  appropriation  arises  primarily 
because  the  most  recent  program  trends  and  fund  requests  from  States 
for  the  first  three  quarters  of  the  fiscal  year  1965  indicate  larger  ex- 
penditures under  all  programs  than  could  be  met  from  the  appropria- 
tion approved  by  the  Congress. 

About  $354  million  of  the  supplemental  funds  are  necessary  for 
meeting  States’  requirements  associated  with  the  current  fiscal  year; 
the  balance  is  to  compensate  for  insufficient  Federal  payments  in 
fiscal  year  1964  for  meeting  States’  requirements  in  that  year. 

The  House  and  Senate  committee  reports  of  last  year  indicated 
that  the  reductions  made  anticipated  decreased  program  costs  because 
of  the  services  authorized  by  the  1962  amendments,  the  increase  in 
economic  activity  estimated  to  result  from  the  tax  cut,  and  the  effect 
of  the  antipoverty  program.  While  the  services  authorized  by  the 
1962  amendments  will,  we  hope,  eventually  result  in  the  elimination 
of  some  persons  who  would  otherwise  receive  assistance,  the  impact  of 
such  services  is  not  an  immediate  one  and  consequently  their  effect 
will  not  be  felt  for  some  time. 

It  must  be  recognized  that  people  who  are  suffering  from  the  severe 
handicaps  that  are  widely  prevalent  among  welfare  recipients  cannot 
be  rehabilitated  quickly  or  easily.  For  many,  such  as  the  aged, 
rehabilitation  may  mean  only  slow  improvement  in  their  personal 
capacity  for  individual  and  social  functioning  or  removal  of  hazardous 
environmental  conditions  that  constitute  a threat  to  both  the  in- 
dividual and  the  community. 

For  the  small  proportion  of  the  8 million  people  in  the  current 
load  who  can  be  helped  to  economic  independence,  the  rehabilitative 
process  may  require  months  of  education  and  training  or  retraining, 
to  develop  the  skills  necessary  to  get  and  hold  a job. 

ESTIMATED  PROGRAM  LEVEL  COMPARED  TO  1964 

The  level  of  program  expenditures  estimated  for  1965  for  total 
public  assistance  operations  exceeds  the  1964  level  by  about  $212.5 
million  in  Federal  funds.  Of  this  amount,  $184.6  million  is  for 
assistance  payments  to  recipients;  the  average  monthly  payments 
per  recipient  are  expected  to  be  higher  in  ail  five  programs  and  a 
larger  number  of  recipients  is  estimated  in  three  programs — Medical 
assistance  for  the  aged,  aid  to  families  with  dependent  children,  and 
aid  to  the  permanently  and  totally  disabled. 

Declines  are  estimated  in  the  number  of  recipients  of  old-age  assist- 
ance and  aid  to  the  blind.  The  reasons  for  these  increases  in  assistance 
payments,  by  program,  are  as  follows:  in  the  program  of  medical 
assistance  for  the  aged,  the  increase  of  $92.8  million  results  from  the 
establishment  of  7 new  programs  in  1965  and  continuing  growth  in 
the  37  programs  in  operation  at  the  beginning  of  the  year. 

The  increases  m the  programs  of  old-age  assistance  and  aid  to  the 
blind — $5.5  million  and  $85,000,  respectively — reflect  the  net  effect 
of  a smaller  number  of  recipients  and  continuing  efforts  on  the  part 
of  the  States  to  make  more  nearly  adequate  payments  to  those  on  the 
rolls. 
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The  increase  in  aid  to  the  permanently  and  totally  disabled  is  $21.2 
million;  about  four-fifths  of  this  increase  is  accounted  for  by  a larger 
number  of  recipients.  In  aid  to  families  with  dependent  children, 
the  increase  of  $65  million  is  attributable  mainly  to  a rise  in  the 
number  of  recipients.  About  one-fifth  of  this  increase  is  accounted 
for  by  an  estimated  increase  of  almost  14  percent  in  the  average 
monthly  number  of  recipients  in  the  unemployed  segment  of  the 
program. 

Three  large  industrial  States — California,  Michigan,  and  Ohio — 
extended  aid  to  children  of  unemployed  parents  for  less  than  6 months 
in  1964,  but  will  provide  such  aid  for  the  entire  year  1965.  The  rest 
of  the  increase  is  accounted  for  by  a rise  of  about  5 percent  in  the 
number  of  recipients  under  the  ^Tegular’’  AFDC  program. 

INCREASED  COSTS  OF  ADMINISTRATION 

The  amount  of  Federal  funds  requested  for  the  costs  of  administra- 
tion, services,  and  training  is  $27.9  million  more  than  actual  expendi- 
tures in  1964.  The  increase  in  1965  is  due  primarily  to  the  growing 
proportion  of  total  costs  that  represent  expenditures  for  social  services 
and  traming  authorized  under  the  Public  Welfare  Amendments  of 
1962. 

To  accomplish  the  service  objectives  of  the  programs.  State  agencies 
must  hire  and  train  additional  staff  so  that  the  number  of  cases 
assigned  to  each  worker  can  be  reduced,  thus  providing  time  required 
to  give  necessary  services  to  recipients.  To  assist  States  in  this 
endeavor,  the  Congress  raised  the  rate  of  Federal  participation  in  the 
costs  of  training  and  social  services  from  50  to  75  percent  effective 
in  September  1962. 

It  is  important  that  these  supplemental  funds  be  appropriated  at 
the  earliest  date  possible  so  that  public  assistance  payments  to  needy 
persons  for  May  and  June  will  not  be  delayed.  The  balance  of  funds 
on  hand  at  present  is  only  about  one-third  of  the  amount  of  Federal 
funds  that  States  must  have  to  make  their  payments  for  the  month 
of  May. 

Unless  Federal  funds  are  received  sometime  before  May  1,  very 
few  States  will  be  able  to  make  the  assistance  payments  by  that  date, 
the  usual  date  for  release  of  assistance  checks.  A delay  in  these 
welfare  payments  means  some  very  great  hardships  will  confront  the 
aged,  blind,  disabled,  and  families  with  dependent  children  who 
must  rely  upon  their  public  assistance  payments. 

FORMAL  REQUEST 

Mr.  Fogarty.  The  request  for  $407,900,000  is  contained  in  House 
Document  No.  80.  We  shall  place  the  pertinent  section  in  the  record. 

(The  information  follows:) 

“Welfare  Administration 
“bureau  of  family  services 
“Grants  to  States  for  Public  Assistance 

“For  an  additional  amount  for  ‘Grants  to  States  for  public  assistance’, 
$407,900,000.” 

For  fiscal  1965  the  Congress  appropriated  $2,780  million  for  grants  to  States 
for  old-age  assistance,  medical  assistance  for  the  aged,  aid  to  families  with  de- 


51 


pendent  children,  aid  to  the  blind,  and  aid  to  the  permanently  and  totally  disabled 
under  titles  I,  IV,  X,  and  XIV,  respectively,  of  the  Social  Security  Act,  as  amended, 
or  for  assistance  payments  made  under  title  XVI  of  the  act,  as  amended.  Current 
program  trends  indicate  that  a supplemental  appropriation  of  $407.9  million  will 
be  necessary  to  meet  requirements  during  fiscal  year  1965. 

On  November  28,  1964,  this  appropriation  was  apportioned,  pursuant  to  section 
3679  of  the  Revised  Statutes  as  amended  (31  U.S.C.  665),  on  a basis  which  indi- 
cated the  necessity  for  a supplemental  appropriation.  This  action  was  reported 
to  the  Congress  by  the  Director  of  the  Bureau  of  the  Budget  on  that  date. 

FAILURE  OF  NEW  PROGRAMS  TO  REDUCE  FUND  REQUIREMENTS 

Mr.  Fogarty.  Last  year  Congress  reduced  your  request  by  $200 
million. 

Because  of  the  1962  amendments  that  were  supposed  to  reduce 
dependency,  and  because  of  the  expansion  of  the  vocational  rehabili- 
tation program,  the  manpower  development  and  training  program, 
the  antipoverty  program,  and  all  of  these  other  programs  we  are 
appropriating  large  sums  for,  that  are  supposed  to  get  people  off  of 
public  assistance,  we  thought  this  program  should  start  costing  a 
little  less. 

Now,  we  find  that  even  your  origmal  estimate  was  over  $200 
million  short,  and  instead  of  the  program  costing  less  than  last  year 
it  is  going  to  cost  almost  $300  million  more. 

Mr.  Steininger.  Somewhat  more  than  $200  more  than  in  1964. 

Mr.  Fogarty.  This  is  sort  of  discouraging  to  many  Members  of 
Congress.  We  thought  it  would  be  gomg  the  other  way.  Some 
Members  make  the  claim  that  these  programs  to  reduce  dependency 
have  been  failures. 

Of  course,  under  the  law  we  have  no  alternative  but  to  pay  the  bills 
as  they  come  in. 

Has  anything  happened  since  you  arrived  at  this  estimate  to  change 
it  in  either  direction? 

Mr.  Steininger.  No. 

Mr.  Fogarty.  This  is  your  firm  figure? 

Mr.  Steininger.  Well,  it  is  as  firm,  I think,  as  can  be  estimated, 
Mr.  Chairman.  I believe  we  recognized  that  originally  we  were 
conservative  in  our  own  estimate  as  to  what  the  costs  would  be  in 
terms  of  the  States’  expenditures. 

BREAKDOWN  OF  REQUEST 

Dr.  Winston.  We  have  an  analysis  of  this  which  we  were  going  to 
bring  out.  One  of  our  problems  is  that  we  can’t  always  know  when 
the  States  will  come  in  with  a new  program  such  as  medical  assistance. 

Mrs.  West.  I broke  down  the  $407.9  million.  Of  the  $407.9 
million,  $155.9  million  represents  an  underestimate  on  the  part  of 
the  Department.  Part  of  that  was  due  to  the  fact  that  we  underesti- 
mated the  action  of  the  States  in  the  field  of  medical  assistance  for 
the  aged  which,  of  course,  as  you  know,  has  had  a great  deal  of  atten- 
tion. We  also  underestimated  the  amount  for  the  program  of  AFDC. 
There  were  three  large  industrial  States  that  came  in  with  an  extension 
of  the  program  to  children  of  unemployed  parents.  Two  we  did  not 
know  were  coming  in,  and  a third,  California,  had  a larger  program 
than  anticipated  in  our  estimate. 
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Then,  of  the  balance,  $41.9  million  represents  the  expenditures  made 
from  the  1965  appropriation  to  meet  requirements  for  1964  where  we 
were  short.  Then  there  is  an  additional  amount  of  $10.1  million 
which  represents  a reduction  in  the  amount  of  collections  and  adjust- 
ments that  had  to  do  with  interyear  adjustments  that  were  affected 
by  the  1962  amendment. 

Then  the  balance,  $200  million,  is  the  amount  by  which  the  appro- 
priation was  reduced  in  the  House  and  the  Senate. 

So,  as  the  primary  estimator  for  the  Bureau  of  Family  Services,  I 
take  responsibility  only  for  $156  million. 

NUMBER  OF  CHILDREN  RECEIVING  AID 

Mr.  Fogarty.  Now,  Mr.  Steininger,  of  the  8 million,  how  many 
of  those  were  children? 

Mr.  Steininger.  Roughly  3 million;  4.3  million  recipients  in 
AFDC  of  whom  3.2  million  are  children. 

Mr.  Fogarty.  That  was  somethmg  that  is  not  taken  into  consid- 
eration in  speeches  made  on  the  floor  against  programs  like  this. 
They  do  not  single  out  how  many  are  children. 

Would  you  like  to  comment  on  that? 

IMPACT  OF  NEW  PROGRAMS 

Mr.  Steininger.  If  I may,  Mr.  Chairman,  I would  like  to  add  to 
Dr.  Winston’s  statement  as  to  the  problems  we  are  faced  with  in  terms 
of  the  8 million  people  in  public  assistance. 

To  start  out,  90  percent  of  these  people  are  too  old  or  too  disabled 
to  work  or  are  needed  at  home  to  take  care  of  their  children.  We 
are  concentrating  on  the  10  percent  that  remains.  I think  when  the 
question  is  asked  about  the  impact  of  the  1962  amendments,  I can 
say  with  conviction,  as  I have  looked  at  it  coming  from  the  field  of 
local  administration  where  we  worked  hard  on  this  type  of  thing,  that 
were  it  not  for  the  efforts  expended  by  our  caseworkers  in  terms  of 
trying  to  move  people  toward  self-support  and  improved  self-care, 
our  request  for  assistance  at  this  point  would  be  a good  deal  higher 
than  our  estimate  as  presented. 

For  example,  we  are  estimating  that  the  increase  in  AFDC  will  be 
roughly  about  8,300  families  for  1966.  As  you  look  around  the 
country  in  various  local  communities,  in  Illinois,  Indiana,  Wayne 
County,  Mich,  and  other  places  where  intensive  efforts  have  been 
made  for  training  AFDC  mothers  and  even  for  moving  some  of  our 
disabled  people  into  the  labor  market  from  training,  our  estimate  at 
this  point  could  be  a good  deal  higher. 

I think  when  you  look  at  the  general  picture  it  is  very  frequently 
forgotten  that  although,  nationwide,  public  assistance  loads  tend  to 
go  up,  particularly  in  AFDC  because  of  the  increase  in  child  popula- 
tion and  because  of  other  social  factors,  if  you  then  remove  yourself 
momentarily  from  the  national  picture  and  look  at  individual  com- 
munities and  States  you  may  find  this  type  of  thing: 

In  a local  community,  the  AFDC  caseload  has  gone  down  while  the 
State  load  stayed  the  same  or  the  State  load  may  go  up  because  the 
opportunities  for  rehabilitation  depend  upon  not  only  the  caseworker 
but  the  economic  and  social  factors  which  exist  in  a particular  com- 
munity. 
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In  a city  like  Chicago  or  in  a community  such  as  Lake  County,  Ind., 
where  you  can  have  jobs  available  for  trained  people,  then  j^ou  can 
move  them.  We  have  been  training  women  as  practical  nurses, 
nurses’  aids  and  child  center  aids,  and  so  on. 

OPPORTUNITY  FOR  REHABILITATION 

Mr.  Fogarty.  If  you  took  out  the  children,  the  people  over  65, 
and  the  blind  and  disabled,  then  that  figure  would  go  down  con- 
siderably, wouldn’t  it? 

Mr.  Steininger.  Yes.  We  are  working  with  a small  proportion, 
roughly,  I would  say,  10  percent. 

Dr.  "Winston.  They  are  mainly  mothers  and  we  believe  that  most 
mothers  are  needed  in  the  home  to  take  care  of  their  children,  at 
least  when  they  are  very  small. 

Mr.  Fogarty.  I thought  the  Women’s  Bureau  in  the  Department 
of  Labor  have  been  favoring  the  mothers  going  out  working. 

Mr.  Steininger.  Some  mothers. 

Mr.  Fogarty.  You  are  asking  for  more  mone}^  for  day  care  centers. 
I thought  day  care  centers  were  mainly  for  working  mothers. 

Dr.  Winston.  They  are,  so  you  balance  these  off.  We  have  more 
working  mothers  but  the  point  I want  to  make  is  that  not  all  the 
mothers  are  potentials  for  employment. 

Mr.  Fogarty.  I am  not  going  to  ask  any  more  questions  on  this. 
There  isn’t  much  we  can  do  about  this  supplemental  appropriation. 

Mr.  Matthews. 

Mr.  Matthews.  No  questions. 

Mr.  Fogarty.  Mr.  Duncan. 

Mr.  Duncan.  I notice,  too,  there  are  no  reductions  possible  ap- 
parently in  the  grants  to  the  States.  There  is  nothing  much  we  can 
do  about  it.  I would  like  to  comment  one  of  the  big  problems  in 
the  State  government  is  in  dealing  with  welfare  we  are  constantly 
met  with  the  statement,  ^‘We  can’t  do  anything  about  this  locally; 
it  is  the  Federal  Government.” 

Now,  we  get  to  the  Federal  Government  and  we  are  faced  with 
the  problem,  ‘‘We  really  can’t  do  much  about  it  because  the  States 
control  these  problems.”  I sometimes  wonder  if  you  people  get  as 
frustrated  in  dealing  with  this  program  as  the  legislators  do,  and 
you  don’t  have  to  answer  the  question. 

Mr.  Fogarty.  Mr.  Farnum. 

Mr.  Farnum.  No  questions. 

Mr.  Fogarty.  All  right,  we  have  just  one  other  item  we  will  put  in 
the  record,  which  is  language  requested  for  defense  educational  activi- 
ties, and  we  wiU  put  the  pertinent  section  in  the  record. 

This  appears  to  be  self-explanatory^  but  if  there  is  anything  you 
want  to  say,  Mr.  Kelly,  you  may. 

Mr.  Kelly.  It  is  a technical  item,  Mr.  Chairman.  Under  section 
906  we  can’t  make  a larger  payment  to  reimburse  colleges  and  universi- 
ties for  losses  due  to  student  loan  cancellations,  and  we  thought  it 
would  be  the  intent  of  the  Congress  that  we  do  so. 

Mr.  Fogarty.  We  don’t  yet  have  a request  for  a supplemental  to 
cover  a portion  of  the  pay  costs  but  I assume  we  will  before  the 
committee  acts  on  the  supplemental  bill.  When  that  request  is 
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submitted,  would  you  send  us  detailed  justifications  and  we  will  then 
decide  if  an  additional  hearing  is  necessary. 

Mr.  Kelly.  We  wiU  do  so,  Mr.  Chairman. 

Justification  Material 


(The  justification  material  for  the  items  mentioned  in  the  foregoing 
discussion  follow :) 

Grants  to  States  for  Public  Assistance 

Amounts  available  for  obligation 


1965 

presently 

available 


1965 

revised 

estimate 


1965  increase 
(+)or 

decrease  (— ) 


Appropriation  or  estimate  i 

Available  from  subsequent  year  appropriation 

Available  in  prior  year 

Total  obligations 

Financing; 

Available  from  subsequent  year  appropriation 
Available  in  prior  year 

Appropriation  i 


$2,781,000,000 
790,  000,  000 
-719, 330, 758 


$3,188,900,000 
790,  000,  000 
-719, 330, 758 


+$407, 900,  000 


2,851,669,242 


-790,  000,  000 
719,  330, 758 


3,  259, 569,  242 

-790,  000,  000 
719, 330,  758 


+407, 900,  000 


2, 781,  000,  000 


3, 188,  900,  000 


+407, 900,  000 


1 Includes  $1,000,000  transferred  from  Office  of  Economic  Opportimity. 


Obligations  by  activity 


Description 

1965  presently 
available 

1965  revised 
estimate 

1965 

increase  (+)  or 
decrease  (— ) 

State  expenditures: 

Payments  to  or  on  behalf  of  recipients: 

Old-age  assistance 

Medical  assistance  for  the  aged 

Aid  to  families  with  dependent  children 

Aid  to  the  bund 

Aid  to  the  permanently  and  totally  disabled 

Total 

$1, 268, 100, 000 
227, 400,  000 
766,  200, 000 
44,  600, 000 
256,  900,  000 

$1, 325, 700, 000 
288, 300, 000 
949,  400,  000 
46,  700,  000 
273,  500,  000 

+$57, 600, 000 
+60, 900, 000 
+183, 200, 000 
+2, 100, 000 
+16, 600,  000 

2,  563,  200, 000 

2,  883, 600, 000 

+320, 400, 000 

Cost  of  administration,  services,  and  training: 
Old-age  assistance _ 

71,  600,  000 
13,  700,  000 
118,  700, 000 
3, 900,  000 
30, 900,  000 

72,  500,  000 
19,  500, 000 
144, 100, 000 
5, 200.  000 
31, 000, 000 

+900, 000 
+5, 800, 000 
+25,  400, 000 
+1,300, 000 
+100, 000 

Medical  assistance  for  the  aged 

Aid  to  families  with  dependent  children 

Aid  to  the  blind 

Aid  to  the  permanently  and  totally  disabled. 

Total 

238,  800, 000 
1,  279, 650 

272, 300,  000 
1,  279,  650 

+33,  500,  000 

Demonstration  projects  i 

Total  for  all  activities 

Collections  and  adjustments  during  year 

Amount  of  1964  appropriation  used  to  complete  1963 
requirements 

2, 803,  279,  650 
-22,  279,  650 

3, 157, 179,  650 
-10, 133,  243 

41, 853, 593 

+353, 900,  000 
+12, 146,  407 

+41, 853,  593 

Total  obligations  against  appropriation  i 

Amount  obligated  in  prior  year  for  grants  chargeable  to 
appropriation  for  current  vear 

2,  781,  COO,  000 
-719,  330, 758 
790,  000,  000 

3, 188, 900,  000 
-719, 330, 758 
790, 000, 000 

+407, 900,  000 

Amount  obligated  in  current  year  for  grants  chargeable 
to  appropriation  for  subsequent  year 

Total  obligations  (object  class  41.0)  i 

2, 851, 669,  242 

3,  259,  569,  242 

+407, 900,  000 

> Includes  $1,000,000  transferred  from  Office  of  Economic  Opportunity. 

Note. — For  amounts  to  be  paid  under  title  XVI,  see  attachment  1 following  justification. 
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Summary  of  changes 


1965  appropriation  presently  available ^$2,  781,  000,  000 

1965  appropriation  presently  available  plus  supplemental  request.  3,  188,  900,  000 

Net  change  in  appropriation  request +407,  900,  000 


INCREASES 

For  mandatory  items: 

For  assistance  payments: 

Old-age  assistance 57,  600,  000 

Medical  assistance  for  the  aged 60,  900,  000 

Aid  to  families  with  dependent  children 183,  200,  000 

Aid  to  the  blind 2,  100,  000 

Aid  to  the  permanently  and  totally  disabled 16,  600,  000 


Total 320,  400,  000 


For  administration,  services,  and  training: 

Old-age  assistance 900,  000 

Medical  assistance  for  the  aged 5,  800,  000 

Aid  to  families  with  dependent  children 25,  400,  000 

Aid  to  the  blind 1,  300,  000 

Aid  to  the  permanently  and  totally  disabled 100,  000 


Total 33,  500,  000 


Total  increases 353,  900,  000 

Add:  Amount  from  1965  appropriation  used  to  complete 

1964  requirements 41,  853,  593 

Decrease  in  collections  and  adjustments 12,  146,  407 


Total  1965  supplemental  request 407,  900,  000 


1 Includes  $1  million  transferred  from  Office  of  Economic  Opportunity. 

Request:  $407,900,000. 

Appropriation:  “Grants  to  States  for  public  assistance,”  Bureau  of  Family 
Services,  fiscal  year  1965 
Appropriation,  fiscal  year  1965:  $2,781  million.^ 

PURPOSE  AND  NEED  FOR  SUPPLEMENTAL  FUNDS 

For  the  fiscal  year  1965,  the  Congress  approved  an  appropriation  of  $2,780 
million  for  grants  to  States  for  old-age  assistance  and  medical  assistance  for  the 
aged  under  title  I or  XVI;  for  aid  to  the  blind  under  title  X or  XVI;  for  aid  to 
the  permanently  and  totally  disabled  under  title  XIV  or  XVI;  and  for  aid  to 
families  w'ith  dependent  children  under  title  IV  of  the  Social  Security  Act  as 
amended.  Based  on  recent  program  trends  and  estimates  submitted  by  the 
States,  it  now  appears  that  the  appropriation  of  $2,780  million  for  1965  will  fall 
short  of  meeting  the  States  requirements  by  $353,900,000.  In  addition,  of  the 
amount  appropriated  for  1965,  $41,853,593  was  used  to  complete  the  States 
requirements  for  1964;  this  amount  was  not  included  in  the  estimate  on  which 
the  1965  appropriation  was  based.  The  supplemental  requested  to  cover  these 
two  items  has  been  increased  by  $12,146,407,  which  represents  an  estimated 
decrease  in  the  Federal  share  of  collections  and  adjustments  below  the  amount 
shown  in  the  request  on  w”hich  the  1965  appropriation  was  based.  The  net 
amount  of  the  supplemental  is  thus  $407,900,000. 

The  Social  Security  Act,  as  amended,  requires  Federal  matching  of  a specified 
portion  of  State  expenditures  for  public  assistance  in  accordance  with  the  various 
formulas  prescribed  in  the  act.  These  expenditures  are  directly  related  to  the 
number  of  recipients  on  State  rolls  and  to  the  average  monthly  payments  made 
to  or  on  behalf  of  these  recipients.  The  Federal  contributions  to  the  States 
for  public  assistance  are  mandatory  and  admit  of  no  administrative  discretion. 

Under  the  provisions  of  the  Social  Security  Act,  all  grants  are  approved, 
obligated,  and  awarded  to  the  States  on  a quarterly  basis  prior  to  the  beginning 
of  a quarter  unless  there  are  instances  of  pending  questions  of  conformity,  unavail- 
ability of  Federal  funds,  or  failure  of  a State  to  submit  necessary  reports.  Obliga- 


1 Includes  $1  million  transferred  from  Office  of  Economic  Opportunity,  pursuant  to  Sup- 
plemental Appropriation  Act  of  1965  (Public  Law  83-635 )i  for  continuation  of  demonstra- 
tion projects  approved  in  prior  years  under  sec.  1115  of  the  Social  Security  Act,  as  amended. 
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tions  for  the  quarter  ending  June  30,  1965,  cannot  be  met  without  the  supplemental 
request  of  $407,900,000,  since  funds  should  be  obligated  for  the  entire  quarter 
in  March.  The  magnitude  of  the  supplemental  is  such  that  actual  cash  disburse- 
ments to  the  States  from  the  supplemental  funds  requested  will  be  necessary  in 
April. 


Regular  appropriation,  1965  fiscal  year i $2,  781,  000,  000 

Supplemental  appropriation  request,  fiscal  year 407,  900,  000 

Total  budget  estimate,  1965  fiscal  year i 3,  188,  900,  000 


In  accordance  with  the  antideficiency  provision  in  paragraph  2 of  subsection  (e) 
of  section  3679  of  the  Revised  Statutes,  as  amended,  a report  was  made  on  Novem- 
ber 28,  1964,  to  the  President  of  the  Senate  and  the  Speaker  of  the  House  by  the 
Director  of  the  Bureau  of  the  Budget.  This  report  stated  that  approval  of  the 
apportionment  of  grants  to  States  for  public  assistance  indicated  the  necessity 
for  a supplemental  appropriation. 

PROGRAM  DEVELOPMENTS 

The  Department  of  Health,  Education,  and  Welfare  is  requesting  a supple- 
mental appropriation,  under  the  provisions  of  titles  I,  IV,  X,  XIV,  and  XVI 
of  the  Social  Security  Act,  as  amended,  of  $407,900,000  for  grants  to  States  for 
old-age  assistance,  medical  assistance  for  the  aged,  aid  to  families  with  dependent 
children,  aid  to  the  blind,  and  aid  to  the  permanently  and  totally  disabled. 
This  amount  is  in  addition  to  the  regular  appropriation  of  $2,781  million  ^ previ- 
ously made  available  for  this  purpose.  The  need  for  the  supplemental  appro- 
priation arises  because  expenditures  under  all  programs  are  larger  than  antici- 
pated in  the  appropriation  approved  by  the  Congress.  The  estimates  on  which 
the  supplemental  request  is  based  reflect  the  most  recent  program  trends  and 
fund  requests  from  States  for  the  first  three  quarters  of  the  fiscal  year  1965. 
Detail,  by  program,  is  given  below. 

Payments  to  or  on  behalf  of  recipients 

Old-age  assistance. — The  supplemental  request  includes  $57.6  million  for  old-age 
assistance  payments.  The  estimate  assumes  that  the  number  of  recipients  in 
1965  will  be  11,200  fewer  than  in  1964  and  that  the  average  monthly  payment 
will  be  higher  by  $0.60.  The  Federal  share  of  assistance  payments  is  estimated 
to  be  $5.5  million  more  than  in  1964. 

The  revised  estimate  of  Federal  funds  for  1965  is  $13.9  million  more  than 
that  submitted  a year  ago,  reflecting  a small  upward  revision  in  the  number  of 
recipients  and  a slight  drop  in  the  average  monthly  payment  per  recipient. 

Medical  assistance  for  the  aged. — The  supplemental  request  includes  $60.9 
million  for  assistance  payments  under  this  program.  Revised  estimates  sub- 
mitted by  the  States  in  August  1964,  indicated  that  both  the  number  of  recipients 
and  the  average  annual  payment  per  recipient  would  be  higher  than  in  1964. 
The  Federal  share  of  assistance  payments  is  estimated  to  increase  by  $92.8  million 
in  1965  over  1964. 

The  revised  estimate  of  Federal  funds  for  1965  is  $53.1  million  above  the  amount 
included  in  the  original  estimate  submitted  a year  ago.  The  original  estimate 
considerably  understated  the  number  of  recipients. 

Aid  to  families  with  dependent  children. — The  supplemental  request  includes 
$183.2  million  for  assistance  payments  under  this  program.  The  number  of 
recipients  in  1965  is  estimated  to  exceed  that  for  1964  by  243,700.  About  one- 
fifth  of  the  increase  is  accounted  for  by  an  estimated  increase  of  almost  14  percent 
in  the  average  monthly  number  of  recipients  in  the  unemployed  segment  of  the 
program.  Three  large  industrial  States — California,  Michigan,  and  Ohio — ex- 
tended aid  to  children  of  unemployed  parents  for  less  than  6 months  in  1964 
but  will  provide  such  aid  for  the  entire  year  1965.  The  rest  of  the  increase  is 
accounted  for  by  a rise  of  about  5 percent  in  the  number  of  recipients  under  the 
“regular”  program.  An  increase  of  $1.45  in  the  average  monthly  payment  is 
estimated  in  1965.  The  Federal  share  of  assistance  payments  is  estimated  to 
rise  by  $65  million  in  1965. 


1 Includes  $1  million  transferred  from  Office  of  Economic  Opportunity,  pursuant  to  Supplemental  Appro- 
priation Act  of  1965  (Public  Law  88-635)  for  continuation  of  demonstration  projects  approved  in  prior  year 
imder  sec.  1115  of  the  Social  Security  Act,  as  amended. 
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The  revised  estimate  of  Federal  funds  for  1965  exceeds  the  original  estimate  by 
$68.9  million.  The  original  estimate  understated  both  the  number  of  recipients 
and  the  average  monthly  pa3^ment  per  recipient  in  part  because  two  large  industrial 
States — Michigan  and  Ohio — extended  their  programs  to  include  children  of 
unemployed  parents  after  the  President’s  budget  was  submitted. 

Aid  to  the  blind. — The  supplemental  includes  $2.1  million  for  assistance  pay- 
ments under  this  program.  The  revised  estimate  assumes  that  the  number  of 
recipients  in  1965  will  be  800  fewer  than  in  1964  and  that  the  average  monthly 
payment  will  be  larger  by  $1.80.  The  Federal  share  of  assistance  payments  is 
about  the  same  as  in  1964. 

The  revised  estimate  of  Federal  funds  for  1965  is  $0.5  milhon  more  than  that 
originally  estimated.  Both  the  number  of  recipients  and  the  average  monthly 
payment  were  underestimated  in  the  original  estimate. 

Aid  to  the  'permanently  and  totally  disabled. — The  supplemental  request  includes 
$16.6  milhon  for  assistance  payments  under  this  progi’am.  The  estimated  num- 
ber of  recipients  in  1965  is  32,300  larger  than  the  number  for  1964.  Part  of  the 
increase  is  attributable  to  transfers  to  this  program  of  individuals  who  formerly 
received  old-age  assistance  but  who,  in  the  future,  will  receive  small  cash  payments 
for  their  personal  needs  under  the  program  of  aid  to  the  permanently  and  totally 
disabled  and  will  receive  medical  care  under  the  program  of  medical  assistance  for 
the  aged.  The  average  monthly  paj^ment  is  expected  to  exceed  that  for  1964  by 
$2.25.  The  Federal  share  of  assistance  pa}’ments  is  estimated  to  be  $21.2  milhon 
more  than  in  1964. 

The  revised  estimate  of  Federal  funds  for  1964  is  $7.8  mihion  more  than  the 
amount  originall}-^  estimated.  Both  the  number  of  recipients  and  the  average 
monthly  pa\-ment  were  understated  in  the  original  estimate. 

Costs  of  administration,  services,  and  training 

The  supplemental  request  includes  $33.5  milhon  for  this  activitjq  with  most  of 
the  additional  amount  requested  for  the  program  of  aid  to  famihes  with  dependent 
children,  where  States  have  placed  maximum  emphasis  on  providing  social  services 
that  are  subject  to  75  percent  Federal  financial  participation. 

The  Federal  share  of  State  and  local  costs  for  this  activity  in  1965  is  estimated 
to  be  $27.9  milhon  more  than  in  1964.  The  increase  is  due  principally  to  the 
growing  proportion  of  total  costs  that  will  be  for  social  services  prescribed  by  the 
Secretary  of  Health,  Education,  and  Welfare  and  for  staff  training  in  which  the 
rate  of  Federal  financial  participation  is  75  percent.  For  all  other  costs  the 
Federal  share  is  50  percent.  All  but  one  State  will  have  some  costs  subject  to 
the  higher  rate  in  1965. 

The  revised  estimate  of  Federal  funds  for  1965  exceeds  the  original  estimate  by 
$11.7  milhon.  The  amounts  for  old-age  assistance,  and  aid  to  the  permanently 
and  totally  disabled  were  overestimated,  and,  for  the  other  three  programs,  they 
were  underestimated  in  the  request  submitted  a 3^ear  ago. 


Table  1. — Public  assistance:  Estimated  total  Federal,  State,  and  local  expenditures  and  the  Federal  share  thereof,  fiscal  years  1964  1965 
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1 The  Federal  share  includes:  The  1965  regular  appropriation  of  $2,781,000,000  plus  a the  1965  appropriation  to  complete  1964  requirements;  plus  $10,133,243  from  collections 

proposed  supplemental  of  $407,900,000  totaling  $3,188,900,000  minus  $41,853,593  used  from  and  adjustments,  estimated  to  be  received  by  the  States  during  the  year. 
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Table  2. — Old-age  assistance'.  Estimates  of  Federal,  State,  and  local  expenditures 
for  assistance  payments  and  for  administration,  services,  and  training,  and  the 
Federal  share  thereof,  fiscal  years  1964  CL^d  1965 


Fiscal  year 

1964  actual 

1965  estimate 

Increase  (-f ) 
or 

decrease  (— ) 
1965  compared 
with  1964 

1.  Amount  for  assistance  and  for  administration,  serv- 
ices, and  training: 

Total  

$2, 168,  031,  000 
$1, 390, 307, 868 

$2,  036, 784,  000 

$1, 320,  213, 966 
64.8 

$131, 247,  000 
$70,  093,  902 
2, 190,  200 
$77. 50 

$2, 175,  200,  000 
$1, 398, 200,  000 

$2,  042,  200,  000 

$1, 325,  700,  000 
64.9 

$133,  000,  000 
$72,  500,  000 
2, 179,  000 
$78. 10 

-f  $7, 169,  000 
-i-$7, 892, 132 

+$5, 416,  000 

-^$5,486,  034 

Federal  share  

2.  Amount  for  assistance  payments: 

Total  

Federal  share: 

Amount 

Percent  - 

3.  Amount  for  administration,  services,  and  training: 
Total  

-f  $1, 753,  000 
-l-$2, 406, 098 
-11,  200 
-f$.  60 

Federal  share 

4.  Average  monthly  number  of  recipients, 

5.  Average  monthly  payment 

Table  3. — Medical  assistance  for  the  aged:  Estimates  of  Federal,  State,  and  local 
expenditures  for  assistance  payments  and  for  administration,  services,  and  training^ 
and  the  Federal  share  thereof,  fiscal  years  1964  and  1965 


Fiscal  year 

1964  actual 

1965  estimate 

Increase  (-1-) 
or 

decrease  (— ) 
1965  compared 
with  1964 

1.  Amount  for  assistance  and  for  administration,  serv- 
ices, and  training: 

Total 

$410, 814, 000 
$209, 855, 382 

$383, 256,  000 

$195, 455, 048 
51.0 

$27, 558, 000 
$14,  400, 334 
475, 000 

$807 

$589, 900, 000 
$307, 800, 000 

$553, 900,  000 

$288,300,000 

52.1 

$36,  000, 000 
$19,  500,  000 
639,400 

$866 

+$179, 086, 000 
+$97, 944, 618 

+$170, 644,  000 

+$92, 844, 952 

Federal  share 

2.  Amount  for  assistance  payments: 

Total... 

Federal  share: 

Amount 

Percent 

3.  Amount  for  administration,  services,  and  training: 

Total 

+$8, 442, 000 
+$5, 099, 666 
+164,  400 

+$59 

Federal  share ..  

4.  Number  of  recipients  during  year 

5.  Average  payment  per  recipient  on  whose  behalf  pay- 

ments are  made.  .... 
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Table  4. — Aid  to  families  with  dependent  children:  Estimates  of  Federal,  State, 
and  local  expenditures  for  assistance  payments  and  for  administration,  services,  and 
training,  and  the  Federal  share  thereof,  fiscal  years  1964  and  1965 


Fiscal  year 

Increase  (-f ) 

1964  actual 

1965  estimate 

or 

decrease  (— ) 
1965  compared 

with  1964 

1.  Amount  for  assistance  and  for  administration,  serv- 

ices, and  training: 

Total --  

$1, 768, 167, 000 
$1,  on,  156,  552 

$1, 956, 800, 000 
$1, 093,  500,  000 

H-$188, 633, 000 
-|-$82, 343, 448 

Federal  share _ --  __  

2.  Amoimt  for  assistance  payments: 

Total 

$1,  550, 037,  000 

$1, 718, 300,  000 

-f$168, 263, 000 

Federal  share: 

Amoimt - --  - 

$884, 362, 869 
57.1 

$949, 400,  000 
55.3 

-f  $65, 037, 131 

Percent _ 

3.  Amount  for  administration,  services,  and  training: 

Total - - 

$218, 130,  000 
$126, 793,  683 

$238,  500,  000 
$144, 100, 000 

4- $20, 370, 000 
+$17, 306, 317 

Federal  share 

4.  Average  monthly  number  of  recipients: 

Families _ - 

983, 000 
3,  040, 700 
4, 056, 300 

1,034,  700 
3,219, 100 
4, 300, 000 

+51, 700 
+178, 400 
+243, 700 

Children 

Persons.. . . . 

5.  Average  monthly  payment: 

Per  family ...  _ 

$131.40 

$138.  40 

+$7.  00 
+$1.  45 

Per  person 

$31.85 

$33. 30 

Table  5. — Aid  to  the  blind:  Estimates  of  Federal,  State,  and  local  expenditures  for 
assistance  payments  and  for  administration,  services,  and  training,  and  the  Federal 
share  thereof,  fiscal  years  1964  and  1965 


Fiscal  year 

1964  actual 

1965  estimate 

Increase  (+) 
or 

decrease  (— ) 
1965  compared 
with  1964 

1.  Amoimt  for  assistance  and  for  administration,  serv- 
ices, and  training: 

Total 

$106, 341,  000 
$51,361, 802 

$96, 937, 000 

$46,  616,491 
48.1 

$9, 404,  000 
$4,  745, 311 
97, 800 
$82.60 

$108, 200,  000 
$51, 900,  000 

$98,  200,  000 

$46, 700,  000 
47.6 

$10,  000,  000 
$5,  200,  000 
97,000 
$84. 40 

+$1, 859,  000 
+$538, 198 

+$1, 263,  000 

+$83,  509 

Federal  share 

2.  Amount  for  assistance  payments: 

Total  

Federal  share: 

Amount 

Percent  

3.  Amount  for  administration,  services,  and  training: 

Total 

+$596,  000 
+$454,  689 
-800 
+$1. 80 

Federal  share 

4.  Average  monthly  number  of  recipients 

5.  Average  monthly  payment 
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Table  6. — Aid  to  the  'permanently  and  totally  disabled:  Estimates  of  Federal, 
State,  and  local  expenditures  for  assistance  payments  and  for  administration, 
services,  and  training,  and  the  Federal  share  thereof,  fiscal  years  1964  o.^d  1965. 


Fiscal  year 

1964  actual 

1965  estimate 

Increase  (-b) 
or 

decrease  (— ) 
1965  compared 
with  1964 

1.  Amount  for  assistance  and  for  administration,  serv- 
ices, and  training: 

Total  

$497,  225,  000 
$280, 734,  679 

$443, 926,  000 

$252,  330, 779 
56.8 

$53,  299,  000 
$28, 403, 900 
482, 700 
$76.  65 

$544, 600, 000 
$304,  500,  000 

$487, 600,  000 

$273, 500,  000 
56.1 

$57,  000,  000 
$31,  000,  000 
515,  000 
$78. 90 

-f  $47, 375,  000 
-f  $23, 765,  321 

-f  $43,  674,  000 

-f  $21, 169,  221 

Federal  share  

2.  Amount  for  assistance  payments: 

Total  

Federal  share: 

Amount  

Percent  

3.  Amount  for  administration,  services,  and  training: 
Total  

-f  $3,  701,  000 
-f  $2,  596, 100 
-f 32, 300 
-l-$2.  25 

Federal  share 

4.  Average  monthly  number  of  recipients 

5.  Average  monthly  payment 

Attachment  1 

Title  XVI:  Estimated  Amount  of  Federal  Grants  to  be  Made  Under 
This  Title — Combined  Single  State  Plan  for  Aid  to  the  Aged,  Blind, 
OR  disabled,  or  for  Such  Aid  and  Medical  Assistance  for  the  Aged  i 


Payments  to  or  on  behalf  of  recipients: 

Old-age  assistance $268 , 600 , 000 

Medical  assistance  for  the  aged 90, 500 , 000 

Aid  to  the  blind 9, 200 , 000 

Aid  to  the  permanently  and  totally  disabled 82,600,000 


Total 450,900,000 


Cost  of  administration,  services,  and  training: 

Old-age  assistan ce 17, 000 , 000 

Medical  assistance  for  the  aged 7,700, 000 

Aid  to  the  blind 1, 000 , 000 

Aid  to  the  permanently  and  totally  disabled 10,500,000 


Total 36,200,000 


< As  an  alternative  to  separate  plans  for  each  program.  States  may  receive  grants  under  a combined  single 
rle  I for  the  adult  assistance  programs,  that  is,  old-age  assistance,  medical  assistance  for  the  aged,  aid  to  the 
blind , and  aid  to  the  permanently  and  totally  disabled.  14  States,  the  District  of  Columbia,  Puerto  Rico, 
i ] ( the  Virgin  Islands  will  have  plans  approved  under  title  XVI  in  1965.  The  estimated  amounts  to  be 
expended  for  the  4 types  of  assistance  under  these  plans  are  shown  in  the  table  above.  These  amounts  are 
included  in  the  totals  for  the  individual  programs  shown  in  the  preceding  pages. 
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Public  assistance:  Federal  share  of  State  expenditures  for  fiscal  year  1964^ 


States  and  territories 

Old-age 

assistance 

Medical 
assistance 
for  the  aged 

Aid  to 

families  with 
dependent 
children 

Aid  to 
the  blind 

Aid  to  the 
permanently 
and  totally 
disabled 

Total 

Alabama 

$69, 181,  547 

$585,  731 

$11,305,049 

$874, 637 

$6, 435,  696 

$88, 382,  660 

Alaska  2 _ 

958,485 
7,  572,  673 
34,493,  843 

1,211,117 
11,097,801 
4,  871,  540 

72, 378 
543, 390 
1, 221,  903 

59, 663 
1, 471, 265 
4, 961, 024 

2, 301, 643 
20,  685, 129 
46,  910, 243 

Arkansas 

1,361,933 

California 

181,  390,  932 

43, 168, 345 

124,  895, 092 

8,087,982 

28, 090, 072 

385, 632, 423 

Colorado 

30,  550, 025 
5, 224,  523 

11, 072,  210 
15, 289,359 

156, 902 
183, 151 

3, 633,426 
4, 112, 429 

45, 412,  563 
31, 969, 646 

Connecticut 

7, 160, 184 

707, 431 
1, 892,  672 

2, 414,  762 
5,  609, 458 

185, 134 

120,  on 

260,  845 
2, 001, 481 

3,  568, 172 
10,  526, 944 

District  of  Columbia... 

903, 342 

Florida  2.-  

44, 408,  986 

910,  239 

18, 175, 418 

1,  605,  567 

9,  647, 315 

74,  747,  525 

Georgia 

49, 691, 920 
38,  615 

13, 875,  205 
72, 138 

1,  743, 960 
1,012 

14, 429,076 
13,  780 

79,  740, 161 
133,  565 

Guam 

8, 020 

Hawaii  2 

854,416 

873,  749 

3,  737,  252 

60,  646 

789, 440 

6, 315,  503 

Idaho 

3, 087, 479 

2, 082,  231 

2, 860,  525 

82, 966 

1,405,442 

9,  518, 643 

Illinois  2 

42, 081, 088 

2, 689,  974 

74,  956, 301 

1, 800, 638 

18, 306, 461 

139, 834, 462 

14,  756,  696 
20,  658, 486 

12,  791,  928 
11,502,076 

1, 147, 008 
780, 261 

590, 937 
665, 881 

29, 286,  569 
34,  594,089 

Iowa 

987, 385 

16,  904,  699 
33, 128,  577 

9,111,232 
20, 298, 326 

329,  936 
1, 474, 438 

2, 886, 838 
5, 842,  533 

29, 232,  705 
62, 492, 255 

Kentucky  2 

1,  748, 381 

Louisiana..  

97, 937, 474 

847,  706 

24, 898,  758 

1,  836, 051 

10,  668,  782 

136, 188,  771 

Maine  2..  

8,  418, 157 

858, 024 

5, 803,  588 

284, 101 

1, 699, 463 

17,043,333 

Maryland  2 

5,  754,  355 

1, 997, 413 

17,  744,  650 

247,  962 

4, 286,  546 

30,030, 926 

Massachusetts 

37,  314, 839 

25, 829,  770 

24,  876,  739 

1, 371,  230 

7, 198,  319 

96,  590, 897 

Michigan.  - 

30, 062, 418 

11,081,702 

34, 882,  273 

971,310 

4,  222, 176 

81, 219, 879 

Minnesota.  

30,  591, 101 
29,  793, 901 
60, 126,  749 
3,  471, 976 
8, 775,  578 
1,  793, 057 
3, 132, 676 

13, 167,  790 
8, 867, 260 
24, 302,  066 
2,  063,  699 
3, 938,  031 
1, 407, 346 
1, 185, 149 

672,  590 
1, 311,  735 
2, 300, 224 
178, 480 
421, 343 
124, 181 
165, 336 

1,  837,  742 
7, 283, 104 
8, 671, 241 
858,  716 
1, 520, 188 

46,269,223 
47, 256, 000 
95, 400, 280 
6, 572, 871 
14, 691, 875 
3, 324,  584 
5, 198,  578 

Mississippi 

Missouri 

Montana  ..  

Nebraska 

Nevada - 

36,  735 

New  H ampshir e 

351,  703 

363,  714 

New  Jersey 

8, 914,  430 

5, 917, 976 

26,  544, 336 

595, 877 

5,  245, 330 

47,217,949 

New  Mexico  2 

7, 854, 918 
40, 474, 357 

9, 292, 423 
136,  544, 913 

247, 145 
2, 224, 823 

2, 491, 362 
23,  047, 178 

19, 885, 848 
267, 347,  740 

New  York 

65, 056,  469 

North  Carolina  _ . 

24,  303,  697 
4, 371,  536 

27, 114,  791 
2,  200, 948 

3, 153, 597 
58,  297 

13, 689,  857 
950,  503 

68, 261, 942 
9, 593, 601 

North  Dakota 

2, 012, 317 

Ohio  - 

53, 856, 476 
63,  599, 503 

40, 435, 628 
21, 391, 102 

2, 214, 856 
1, 282, 029 

11, 166, 238 
9, 482, 108 

107, 673, 198 
96, 940,  795 

Oklahoma  2 

1, 186,  053 

Oregon.  

7, 166,  268 

2, 927,  075 

8,  862,  768 

247, 273 

4,  438, 397 

23, 641,  781 

Pennsylvania..  _ 

29,  063, 189 

10,  666, 949 

85, 327, 990 

2, 994,  747 

10, 901, 999 

138,954,874 

Puerto  Rico 

2, 196,  483 

494, 139 

5,  502, 153 

100,  530 

1,  444,  525 

9, 737, 830 

Rhode  Island  2...  _ 

4,  263,  730 
13,  519, 181 

6,  621,  523 
5,  498, 980 

79, 189 
1, 000, 260 

1, 926,  995 
4, 353, 951 

12, 891, 437 
26, 181, 496 

South  Carolina 

1, 809, 124 

South  Dakota. 

5,  415,  717 

17,  706 

3, 009, 006 

85, 135 

722, 947 

9,250,  511 

Termessee 

24,  204, 662 

1, 839,  259 

15, 591, 166 

1, 164, 280 

6, 204, 024 

49,003,391 

Texas  . ..  

146,  068,  111 

17, 393, 019 
5,  951, 139 

3, 020, 024 
no,  037 

4, 927, 562 
2, 950,  512 

171, 408,  716 

Utah 

3, 076,  898 

1, 915, 479 

14, 004,065 

Vermont  2 

4,  081, 080 

238, 765 

1, 477, 915 

71,  725 

668, 920 

6, 538, 405 

Virgin  Islands 

128, 125 

25,324 

151, 949 

3,  759 

22, 730 

331, 887 

Virginia 

8, 196,  322 

407, 422 

10,  783, 419 

748, 463 

4,  269,  275 

24,404,901 

■Washington ... 

21,  860, 996 

8, 367,  418 

17, 956,  397 

399, 238 

9, 480, 124 

58,064,173 

West  Virginia . _ 

7,  212,  934 

2,  261, 405 

30, 964,  201 

399, 173 

3,  111,  933 

43,949, 646 

Wisconsin  

20,  794,  597 
1,  753,  863 

12,  220,  667 
939,  240 

531, 349 
34, 125 

3,  684, 935 
371, 157 

37,  231,  548 
3, 128, 613 

Wyoming...  

30,  228 

Total 

1, 377, 132,  447 

208,  655,  675 

1,  010,  059,  811 

51, 102, 394 

279,  766, 137 

2, 926,  716, 464 

1 Includes  $41,853,593  used  from  1965  appropriation  to  complete  1964  requirements.  Excludes  $954,268 
out  of  a total  of  $1,304,810  for  demonstration  projects;  $2,211,334  used  from  1964  appropriation  to  complete 
1963  requirements;  and  $17,050,362  representing  the  Federal  share  of  collections  and  adjustments  for  prior 
years,  that  the  States  had  available  for  expenditure  during  the  year. 

2 State  operates  a program  undertitle  XVI,  aid  to  the  aged,  blind,  or  disabled  or  for  such  aid  and  medical 
assistance  for  the  aged. 
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Public  assistance:  Estimated  Federal  share  of  State  expenditures  for  fiscal  year  1965 
based  on  regular  appropriation  approved  by  the  Congress  and  supplemental 
request  ^ 


States  and  territories 

Old-age 

assistance 

Medical 
assistance 
for  the  aged 

Aid  to 

families  vdth 
dependent 
children 

Aid  to 
the  blind 

Aid  to  the 
permanently 
and  totally 
disabled 

Total 

Alabama 

Alaska  2... 

Arizona 

Arkansas 

Cahfornia - - 

Colorado - 

Connecticut 

Delaware.  - 

District  of  Columbia  2.. 
Florida  2.  . 

Georgia 

Guam.  ..  - 

Hawaii  2..  _ ... 

Idaho 

Illinois  2...  ... 

Indiana ..  - 

Iowa 

Kansas  2 

Kentucky  2. . 
Louisiana... 

Maine  2.. 

Maryland  2 

Massachusetts 

Michigan 
Minnesota...  . . 

Mississippi 

Missouri 

$69,  594, 000 

964. 000 
7,  618, 000 

34,  700, 000 
182,471,000 
30,  732, 000 
5,  301, 000 

712. 000 

1. 904. 000 
44,  674, 000 
49,  988, 000 

39, 000 

860. 000 

3. 106. 000 

42. 332. 000 

14. 845. 000 
20,  782, 000 

17. 006. 000 

33. 326. 000 
98,  522, 000 

8. 468.000 
5,  789, 000 

37,  537, 000 
30,  242, 000 
30,  774, 000 
29, 972,  000 
60,  485,  000 
3,  493, 000 
8, 828,  000 

1. 804. 000 
3, 151,  000 
8, 968,  000 
7, 902,  000 

46,  363, 000 
24,  449,  000 
4, 398,  000 
54, 178,  000 
63,  979, 000 
7,  209,  000 
29,  237,  000 
2, 196,  000 
4, 289,  000 
13,  600,  000 
5,  448,  000 
24, 349,  000 
146,  940,  000 
3, 095,  000 
4,105,  000 
128,  000 

8. 245. 000 

21. 991. 000 
7, 256,  000 

20,  919, 000 
1,  764,  000 

$1, 684, 000 

1,  273, 000 

58. 021. 000 

7. 228. 000 

8. 441. 000 

109. 000 

1,  789, 000 

3. 093. 000 

8, 000 

852. 000 

2. 180. 000 

4. 102. 000 

410. 000 
4,  596, 000 
3,  596, 000 

2,  584, 000 

1.159.000 

927. 000 

2. 843. 000 

31.011.000 
16,  226, 000 

22. 422. 000 

$12, 230, 000 

1. 310. 000 
12, 006, 000 

5. 270. 000 
135, 116, 000 

11.978. 000 
16,  759, 000 

2,  612, 000 

6. 068. 000 
19,  663, 000 

15.011.000 
78, 000 

4. 043. 000 

3. 095. 000 

81. 090. 000 

13. 839. 000 

12. 443. 000 

9. 857. 000 
21,  959, 000 
26,  936, 000 

6,  279, 000 

19. 197. 000 

26. 912. 000 
37,  737, 000 

14. 245. 000 

9. 593. 000 
26,  291,  000 

2,  233, 000 

4,  260,  000 

1,  523,  000 
1,  282,  000 

28,  717,  000 
10,  053,  000 
147, 338,  000 
29, 334,  000 

2,  381,  000 
43, 745,  000 
23, 142,  000 

9,  588,  000 
92, 311,  000 

5,  502,  000 
7, 163,  000 
5, 949,  000 

3,  255,  000 
16, 867,  000 
18, 816,  000 

6. 438. 000 
1,  599,  000 

152,  000 
11, 666,  000 
19, 426,  000 
33, 498,  000 
13,  221,  000 
1,  016,  000 

$884, 000 

73. 000 

549. 000 

1. 235. 000 

8. 173. 000 

159.000 

187. 000 

187. 000 
121,  000 

1,  623, 000 
1,  763, 000 
1,000 

61. 000 

84. 000 

1.820.000 

1. 159. 000 

789. 000 

333. 000 

1. 490. 000 

1. 856. 000 
267,  000 

251. 000 

1,  386, 000 

982. 000 

680. 000 
1,326,  000 
2, 325,  000 

180,  000 
426,  000 
126,  000 
167,  000 
602,  000 
250,  000 

2,  467,  000 
3, 187,  000 

59,  000 

2,  238, 000 
1,  296, 000 

250,  000 

3,  027,  000 
101,  000 

80,  000 
1,  on,  000 

86. 000 
1, 177,  000 
3,  052,  000 

111,  000 
72.  000 
4,  000 
756,  000 
403,  000 
403.  000 
537,  000 
34,  000 

$6, 983, 000 

65. 000 
1,  596, 000 

5. 383. 000 

30. 477. 000 

3,  943, 000 

4,  578,000 

283. 000 

2. 172. 000 

10. 468. 000 
15,  657, 000 

15. 000 

857. 000 
1,  525, 000 

19,  864, 000 

641. 000 

723. 000 

3. 132. 000 

6. 340. 000 
11,  576, 000 

1,  844, 000 
4,  651, 000 

7. 811. 000 
4,  581,  000 
1,  994, 000 
7, 903,  000 
9,  409,  000 

932,  000 
1,  650,  000 

$91, 375, 000 
2, 412, 000 
21,  769, 000 

47. 861. 000 

414. 258. 000 

54. 040. 000 

35. 266. 000 
3,  903, 000 

12. 054. 000 
79,  521, 000 

82. 419. 000 
141, 000 

6,  673, 000 
9,  990, 000 

149. 208. 000 

30. 894. 000 

39. 333. 000 
33,  924, 000 

65. 699. 000 

140. 049. 000 
17,  785, 000 
32,  731, 000 

104,  657, 000 
89,  768, 000 

70.115. 000 
48, 794,  000 
98,  510,  000 

6,  838,  000 
15,  911,  000 
3,  453,  000 

5,  746, 000 
53, 282,  000 
20, 908,  000 

291,  355,  000 
73,  991,  000 
10, 360,  000 
112,  277, 000 
100, 187,  000 
25, 302,  000 
148,  754,  000 
10, 337,  000 
17,  689,  000 
27, 341,  000 
9,823,  000 

51. 992. 000 
174, 155,  000 

14,  793,  000 

6.  818,  000 
336,  000 

28,  043,  000 
60, 869,  000 

46. 826. 000 
41, 954,  000 

3,  278,  000 

Montana.. 

Nebraska 

N P V3  d a 

747,  000 

New  Hampshire 

New  Jersey 

New  Mexico  2 

New  York  2 

North  Carohna 

North  Dakota  2 

Ohio 

Oklahoma  2 

Oregon 

Pennsylvania 

Puerto  Rico  2 

Rhode  Island  2 

South  Carolina 

South  Dakota 

Tennessee 

Texas 

Utah — 

Vermont  2 

Virgin  Islands  2 

Virginia 

Washington 

West  Virginia 

Wisconsin 

Wyoming 

Total  amount 
distributed  by 
State 

Demonstration  proj- 
ects  

751,  000 
9, 303,  000 

69, 587,  000 
2, 167,  000 
2, 491,  000 

1,  481, 000 

3,  439, 000 
12, 350,  000 

1,  093, 000 

4,  066,  000 

2,  057,  000 

250. 000 
2, 867,  000 

1, 947,  000 

316. 000 
29.  000 

2, 744,  000 
8,  762, 000 

2,  292,  000 

3,  279,  000 

61,  000 

395,  000 

5,  692,  000 
2,  703,  000 

25,  600,  000 
14, 854,  000 
1,  031,  000 
12, 116,  000 
10,  289,  000 

4. 816. 000 
11,829,  000 

1,  445,  000 

2,  091,  000 
4.  724,  000 

784, 000 

6,  732,  000 

5. 347. 000 

3,  202,  000 
726,  000 

23,  000 

4,  632,  000 
10, 287,  000 

3, 377,  000 
3, 998,  000 
403,  000 

1, 391,  027,  000 

306, 633, 000 

1,  092,  092,  000 

51, 866,  000 

304, 149,  000 

3, 145,  767,  000 

1, 280,  000 
41, 853,  000 
3, 188, 900,  000 

1965  funds  used  to 
complete  1964  re- 
quirements..   

Revised  1965  appro- 
priation require- 
ments  

1 Excludes  $10,133,000  representing  the  Federal  share  of  collections  and  adjustments  for  prior  years  that 
the  States  will  have  available  for  expenditure  dming  the  year. 

2 State  has  submitted  a plan  for  title  XVI,  “Aid  to  the  Aged,  Blind,  or  Disabled’'  or  for  such  “Aid  and 
Medical  Assistance  for  the  Aged.” 
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Pay  Costs 

STATEMENT  ON  1965  SUPPLEMENTAL  REQUEST  FOR  INCREASED  PAY  COSTS 

The  Department  is  requesting  pay  supplementals  of  $4,654,000  in  general  funds 
and  $5,268,000  in  trust  funds  for  those  appropriations  considered  by  the  Labor- 
Health,  Education,  and  Welfare  Subcommittee  on  Appropriations.  The  total 
request  of  $9,922,000  is  composed  of  the  following  items: 

Sum  of  $8,746,000  related  to  the  Government  Employees  Salary  Reform 
Act  of  1964; 

Sum  of  $993,000  to  wage  board  employees  and  commissioned  officers  pay 
costs;  and 

Sum  of  $183,000  to  comparability  salary  increases  for  employees  of  Howard 
University. 

Total  increased  pay  costs  for  the  above  purposes  amount  to  $23,012,000  of 
which  $13,090,000  or  57  percent,  is  being  absorbed.  Of  the  total  absorption, 
$4,199,000  is  being  effected  by  the  transfer  of  savings  amounting  to  $2,589,000 
from  “Assistance  to  refugees  in  the  United  States,  Welfare  Administration”  to 
other  accounts  within  the  Department,  and  by  the  transfer  of  $1,610,000  from 
“General  research  and  services.  National  Institutes  of  Health”  and  “National 
Cancer  Institute”  to  other  accounts  within  the  National  Institutes  of  Health. 

In  recognition  of  the  President’s  desire  for  economical  administration  of  our 
programs  and  the  requirements  of  the  Government  Employees  Salary  Reform 
Act  of  1964  that  all  agencies  absorb  at  least  10  percent,  the  Department  adopted 
a plan  designed  to  effect  maximum  absorption  of  pay  costs  without  causing  a 
detrimental  effect  on  its  operations.  Major  elements  which  the  plan  took  into 
account  in  arriving  at  the  57-percent  absorption  rate  are  as  follows: 

(1)  A maximum  of  10  percent  absorption  was  applied  to  programs  involv- 
ing direct  patient  care  and  law  enforcement  activities; 

(2)  A minimum  absorption  of  10  percent  was  required  of  all  agencies; 

(3)  The  10-percent  minimum  was  increased  to  at  least  25  percent  wherever 
possible  by  taking  into  account  savings  occurring  because  of  the  delay  in 
enactment  of  the  1965  appropriation  act  and  through  additional  savings 
resulting  from  delays  in  filling  vacancies  in  existing  positions.  Agencies  were 
instructed  to  apply  the  plan  in  a manner  that  would  avoid  any  interference 
with  the  launching  of  new  programs  authorized  by  recent  legislation  or  with 
fulfillment  of  responsibilities  under  title  VI  of  the  Civil  Rights  Act. 

The  attached  table  reflects  the  details  of  the  increased  pay  costs  in  fiscal  year 
1965  by  agency  and  by  appropriation  account. 

Pay  costs  absorption  of  appropriations  considered  by  Labor-HEW  Subcommittee  ^ 


[In  thousands  of  dollars] 


Appropriation 

Total 

pay 

costs 

Absorp- 

tion 

Proposed 

transfers 

Request 

for 

supple- 

mental 

funds 

Amount 

in 

Presi- 

dent’s 

budget 

Food  and  Drug  Administration:  Salaries  and  ex- 
penses  

1,308 

138 

1,170 

1, 170 

nfl6f>p.  nf  Ednontinn*  fia.la.rips  and  PTpp.nsps 

646 

218 

120 

308 

428 

Vocational  Rehabilitation  Administration:  Salaries 
and  expenses  . 

123 

31 

92 

92 

Public  Health  Service: 

Accident  prevention  (iniury  control)  

65 

2 

63 

63 

Uhrrmie  diseases  and  health  of  the  aged 

282 

96 

186 

186 

Communicable  disease  activities 

422 

276 

146 

146 

Community  health  practice  and  research. 

95 

40 

55 

55 

Control  of  tuberculosis 

50 

32 

18 

18 

Control  of  venereal  disease 

123 

48 

75 

75 

Dental  services  and  resources  . _ _ 

83 

26 

57 

57 

ISTnrsing  .serviees  and  resonrervs 

42 

13 

29 

29 

Hospital  construction  activities 

109 

48 

61 

61 

Health  professions  educational  assistance 

13 

13 

Total,  cornmnnity  health . ...  | 

1,284 

594 

690 

690 

See  footnotes  at  end  of  table,  p.  65. 
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Pay  costs  absorption  of  appropriations  considered  by  Labor-HEW 
Subcommittee  ^ — Continued 

[In  thousands  of  dollars] 


Appropriation 


Public  Health  Service— Continued 

Environmental  health  sciences 

Air  pollution 

Environmental  engineering  and  sanitation.. 

Occupational  health 

Kadiological  health — — 

Water  supply  and  water  pollution  control — 


Total,  environmental  health. 


Hospitals  and  medical  care... 
Foreign  quarantine  activities. 


Total,  medical  services 

General  research  and  services,  National  Institu- 

tutes  of  Health 

Biologic  standards ^ 

National  Institute  of  Child  Health  and  Human 

Development 

National  Cancer  Institute 

National  Institute  of  Mental  Health 

National  Heart  Institute 

National  Institute  of  Dental  Research 

National  Institute  of  Arthritis  and  MetaboUc 


National  Institute  of  Allergy  and  Infectious 

DiS63-S6S 

National  Institute  of  Neurological  Disease  and 
Blindness 


Total,  National  Institutes  of  Health 

National  health  statistics 

National  Library  of  Medicine 

Salaries  and  expenses,  Office  of  the  Surgeon 
General 


Total,  Public  Health  Service 

St.  Ehzabeths  Hospital:  Salaries  and  expenses. 


Social  Security  Administration:  Salaries  and  ex- 
penses  


Welfare  Administration: 

Salaries  and  expenses.  Bureau  of  Family  Services. 

Salaries  and  expenses.  Children’s  Bureau 

Juvenile  delinquency  and  youth  offenses 

Salaries  and  expenses.  Office  of  Aging 

Salaries  and  expenses.  Office  of  the  Commissioner. 
Assistance  to  refugees  in  the  United  States 


Total,  Welfare  Administration. 


Freedmen’s  Hospital:  Salaries  and  expenses 

Gallaudet  College:  Salaries  and  expenses 

Howard  University:  Salaries  and  expenses 

General  Administration  and  Other: 

Office  of  the  Secretary,  salaries  and  expenses... 
Office  of  Field  Administration,  salaries  and  ex- 
penses  

OASI  trust  fund 

Surplus  property  utilization 

Office  of  General  Counsel,  salaries  and  expenses . 
Educational  television  facffities 


Total,  General  Administration  and  Other. 


Total  appropriations,  DHEW. 
Total,  trust  funds 


Grand  total,  DHEW. 


Total 

pay 

costs 


76 

171 

108 

78 

244 

486 


1, 163 


2, 114 
222 


2. 336 


208 

107 


474 

371 

112 

313 

271 

287 


152 


231 


8,  061 
1,241 


(10, 018) 


205 

170 

17 

23 

52 

27 


494 


630 


12, 994 
10,018 


23, 012 


Absorp- 

tion 


106 

55 

47 

122 


745 


64 


452 


208 

107 

60 

606 

133 

24 

5 

19 

18 

19 


3, 033 
2 273 


(4,802) 


173 


203 

38  . 

36 

36  . 

252 

69  . 

234 

23  . 

232 

25 

41 

10  . 

112 

11 

11 

11  . 

80 


4, 089 
4, 802 


8,891 


Proposed 

transfers 


1,299 


(-569) 


(-1,041) 

341 

347 

107 

294 

253 

268 


1, 610 


2, 909 


(-2,  589) 


-2,1 


52 

(-52) 


52 


4, 251 
-52 


4, 199 


Request 

for 

supple- 

mental 

fimds 


65 

53 

31 

122 

117 


418 


427 

158 


162 


208 


2,119 

968 


(5, 216) 


155 

103 


321 


165 


183 

211 

155 

(52) 

31 

101 


4,  654 

5,  268 


9, 922 


Amoimt 

in 

Presi- 

dent’s 

budget 


30 
65 
63 

31 
122 
117 


418 


1,726 

158 


1,884 


152 

66 


208 


3, 418 


(5, 216) 


155 

103 


21 
42 
-2,  589 


-2, 268 


165 


183 

211 

155 

(52) 

31 

101 


498 


4, 654 
5, 268 


9, 922 


1 Excludes  appropriations  considered  by  other  committees  of  the  Congress  and  revolving,  working,  and 
management  funds. 

2 Includes  $71,000  in  increased  reimbursements. 
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Defense  Educational  Activities 

(H.  Doc.  80) 


Request 0 

Appropriation  fiscal  year  1965 $348,  603,  000 


PURPOSE  AND  NEED  FOR  ADDITIONAL  LANGUAGE,  TITLE  II,  STUDENT  LOANS 

Claims  by  institutions  for  reimbursement  of  losses  due  to  cancellations  of  loans 
to  students  who  became  teachers  in  1964  exceed  by  $116,810  the  fiscal  year  1965 
appropriation  of  $400,000. 

Since  section  906  of  the  1965  appropriation  act  limits  the  availability  of  funds 
for  each  activity  as  estimated  in  the  President’s  1965  budget,  it  is  proposed  that 
$116,810  be  reprogramed  from  title  XI  Institutes  in  order  to  permit  payment  of 
the  full  amount  required. 

The  proposed  language  will  provide  for  the  requested  transfer. 

“Defense  Educational  Activities 

^‘Not  to  exceed  $516,810  of  the  amount  appropriated  under  this  head  in  the  Depart- 
ments of  Labor  and  Health,  Education,  and  Welfare  Appropriation  Act,  1965,  shall 
he  available  for  pa,yments  to  institutions  for  cancellation  of  student  loans  ” 


Amounts  available  for  obligation 


1965 

presently 

available 

1965 

revised 

estimate 

Increase 

or 

decrease 

Appropriation  or  estimate 

$348, 603, 000 
-15, 000, 000 

$348,  603,  000 
-15, 000, 000 

Comparative  transfer  to  “Expansion  and  improvement  of 
vocational  education’’ 

Total - - 

333, 603,  000 

333,  603,  000 

Obligations  by  activity 


1.  student  loans: 

(а)  Contributions  to  loan  funds 

(б)  Loans  to  educational  institutions 

(c)  Cancellation  of  student  loans 

2.  Instructional  assistance: 

(а)  Acquisition  of  equipment  and  minor  remodeling: 

(1)  Grants  to  States 

(2)  Loans  to  nonprofit  private  schools 

(б)  Grants  to  States  for  supervision  and  administration. 

3.  Graduate  fellowships 

4.  Guidance,  counseUng.  and  testing: 

(а)  Grants  to  States 

(б)  Institutes  for  counseUng  personnel 

5.  Advanced  training: 

(a)  Language  and  area  centers 

(b)  Research 

6.  Educational  media  research 

7.  Grants  to  States  for  statistical  services 

8.  Institutes 


1965 

presently 

available 


$145,  000, 000 
1, 300, 000 
400, 000 


70,  400,  000 

1, 000, 000 

5. 200. 000 
32,  740, 000 

20,  500,  000 
7,  250, 000 

10,  450, 000 
2,  550, 000 

4. 963. 000 

2. 100. 000 

29, 750, 000 


333, 603,  000 


1965 

revised 

estimate 


$145, 000, 000 
1, 300, 000 
516, 810 


70,  400,  000 
1,  000, 000 
5,  200, 000 

32. 740. 000 

20,  500,  000 

7. 250. 000 

10. 450. 000 
2,  550, 000 

4. 963. 000 

2, 100,  000 

29,  633, 190 


333, 603, 000 


Increase  (+) 
or 

decrease  (— ) 


+$116, 810 


-116, 810 


Total. 


67 


Obligations  by  object 


1965 

presently 

available 

1965 

revised 

estimate 

Increase 

or 

decrease 

25  Other  contractual  services 

33  Investments  and  loans..  ._  . ..  .. 

$48.  036, 500 
147, 300,  000 
138,  266, 500 

$47, 919,  690 
147, 300,  000 
138,383,310 

-$116, 810 

41  Grants,  subsidies,  and  contributions 

Total  obligations  . . 

+116, 810 

333,  603,  000 

333,  603,  000 

Summary  of  changes 

1965  enacted  appropriation $348,  603,  000 

Comparative  transfer  to  “Expansion  and  improvement  of  voca- 
tional education” —15,  000,  000 


1965  total  estimated  obligations 333,  603,  000 

Increase: 

Program : 

1 . Student  loans : 

(a)  Cancellation  of  student  loans 116,  810 

Decrease: 

1.  Institutes —116,810 


Net  change  requested 


Presently 

available 

Revised 

estimate 

Increase 

1.  Student  loans: 

(a)  Cancellation  of  student  loans  (grants,  subsidies, 
and  contributions) . . 

$400, 000 
29, 750,  000 

$516, 810 
29, 633, 190 

+$116,810 
-116, 810 

2.  Institutes  (other  services) . - ...  .. 

JUSTIFICATION  OF  ESTIMATE 

Title  II  of  the  National  Defense  Education  Act  provides  low-interest,  long- 
term loans  to  regularly  enrolled  financially  needy  students  at  higher  education 
institutions.  The  institutions  must  contribute  to  the  loan  fund  at  least  $1  for 
each  $9  of  Federal  funds.  The  act  also  provides  that  loans  to  those  borrowers 
who  become  teachers  may  be  canceled,  and  that  the  institutions  be  reimbursed 
for  their  share  of  the  losses  resulting  from  such  cancellations. 

Claims  for  cancellation  of  loans  which  have  been  received  for  1964,  to  be  charged 
to  the  currently  available  fiscal  year  1965  appropriation  of  $400,000,  amount  to 
$516,810.  The  additional  $116,810  represents  approximately  11,000  more  bor- 
rowers who  entered  the  teaching  profession  in  academic  year  1963-64  than  were 
previously  anticipated. 

Section  906  of  the  1965  Appropriation  Act  limits  the  availability  of  funds 
appropriated  to  the  amounts  for  each  activity  as  estimated  in  the  President’s 
1965  budget.  Therefore,  it  is  requested  that  $116,810  be  transferred  from  title 
XI  institutes  in  order  to  permit  payment  of  the  full  amount  required.  It  is  felt 
that  the  adjustment  can  be  made  here  with  the  least  adverse  effect. 
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DEPAKTMENT  OF  LABOR 

Manpowee  Administration 

March  1,  1965. 

WITNESSES 

HON.  W.  WILLARD  WIRTZ,  SECRETARY  OF  LABOR 
STANLEY  H.  RUTTENBERG,  MANPOWER  ADMINISTRATOR 
ROBERT  C.  GOODWIN,  DEPUTY  MANPOWER  ADMINISTRATOR  FOR 
OPERATIONS,  ADMINISTRATOR,  BUREAU  OF  EMPLOYMENT 
SECURITY 

W.  R.  CURTIS,  DEPUTY  ADMINISTRATOR,  BUREAU  OF  EMPLOY- 
MENT SECURITY 

HUGH  C.  MURPHY,  ADMINISTRATOR,  BUREAU  OF  APPRENTICE- 
SHIP AND  TRAINING 

ANSEL  R.  CLEARY,  DEPUTY  ADMINISTRATOR,  BUREAU  OF  APPREN- 
TICESHIP AND  TRAINING 

Dr.  JOHN  P.  WALSH,  ACTING  DEPUTY  MANPOWER  ADMINIS- 
TRATOR FOR  PLANNING  RESEARCH  AND  EVALUATION,  ACTING 
DIRECTOR,  OFFICE  OF  MANPOWER,  AUTOMATION  AND  TRAINING 
ROSS  S.  SHEARER,  DIRECTOR,  OFFICE  OF  FINANCIAL  AND  MAN- 
AGEMENT SERVICES 

MISS  MARGARET  E.  THOMAS,  ASSISTANT  DIRECTOR,  OFFICE  OF 
FINANCIAL  AND  MANAGEMENT  SERVICES 
ALFRED  M.  ZUCK,  ACTING  CHIEF,  BUDGET  DIVISION,  OFFICE  OF 
FINANCIAL  AND  MANAGEMENT  SERVICES 
V.  S.  HUDSON,  DEPUTY  ASSISTANT  SECRETARY  FOR  ADMINISTRA- 
TION 

RICHARD  E.  MILLER,  DIRECTOR,  OFFICE  OF  BUDGET  ADMINISTRA- 
TION 

DEPARTMENT  OF  HEALTH,  EDUCATION,  AND  WELFARE 

JAMES  CLARKE,  ASSISTANT  TO  THE  UNDER  SECRETARY 
ROY  DUGGER,  DIRECTOR,  MANPOWER  DEVELOPMENT  AND  TRAIN- 
ING, OFFICE  OF  EDUCATION 
LOYAL  C.  FISHER,  DEPUTY  COMPTROLLER 

Mr.  Fogarty.  We  shall  take  up  the  supplemental  appropriations. 
We  have  four  requests  which  are  in  the  general  area  of  the  Depart- 
ment’s manpower  activities.  We  shall  place  the  pertinent  portion  of 
the  formal  document  submitting  these  requests  to  Congress  in  the 
record  at  this  point. 

(The  matter  referred  to  follows:) 

DEPARTMENT  OF  LABOR 

“Manpower  Administration 

“manpower  development  and  training  activities 

“For  an  additional  amount  for  ‘Manpower  development  and  training  activities’, 
$103,000,000.” 

This  proposed  supplemental  appropriation  will  cover  the  cost  of  training  for  an 
estimated  100,000  additional  unemployed  workers.  It  is  currently  estimated 
that  funds  available  for  this  purpose  will  be  exhausted  by  March  1965. 
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“limitation  on  grants  to  states  for  unemployment  compensation  and 

EMPLOYMENT  SERVICE  ADMINISTRATION 

“For  an  additional  amount  for  ‘Limitation  on  grants  to  States  for  unemployment 
compensation  and  employment  service  administration’,  $560,000,  to  be  expended 
from  the  employment  security  administration  account  in  the  Unemployment  trust 
fund.” 

The  additional  funds  requested  will  permit  an  expanded  program  for  recruit- 
ment of  domestic  farm  labor  and  utilization  of  existing  domestic  farm  labor  to 
help  meet  the  labor  requirements  of  agricultural  growers.  This  program  is 
designed  to  assure  an  adequate  supply  of  farm  labor  in  view  of  the  expiration  of 
the  Mexican  farm  labor  program  (Public  Law  82-78)  on  December  31,  1964. 

“unemployment  compensation  for  federal  employees  and  EX-SERVICEMEN 

“For  an  additional  amount  for  ‘Unemployment  compensation  for  Federal 
employees  and  ex-servicemen’,  $17,000,000.” 

This  proposed  supplemental  appropriation  is  needed  to  finance  a higher  rate  of 
claims  than  was  anticipated  in  the  1965  appropriation. 

This  appropriation  was  apportioned  pursuant  to  section  3679  of  the  Revised 
Statutes  as  amended  (31  U.S.C.  665),  on  a basis  which  indicated  a necessity  for  a 
supplemental  estimate.  This  action  was  reported  to  the  Congress  by  the  Director 
of  the  Bureau  of  the  Budget  on  October  31,  1964. 

“limitation  on  salaries  and  expenses,  bureau  of  EMPLOYMENT  SECURITY 

“For  an  additional  amount  for  ‘Limitation  on  salaries  and  expenses.  Bureau 
of  Employment  Security’,  $627,500,  to  be  expended  from  the  employment  security 
administration  account  in  the  Unemployment  trust  fund.” 

The  additional  amount  requested  is  to  finance  (a)  increased  pay  costs  due  to 
the  enactment  of  Public  Law  88-426  ($449,500) ; and  (b)  an  expanded  program 
for  recruitment  and  utilization  of  domestic  farm  labor  to  help  meet  the  labor 
requirements  of  agricultural  growers.  This  program  is  designed  to  assure  an 
adequate  supply  of  farm  labor  in  view  of  the  expiration  of  the  Mexican  farm  labor 
program  (Public  Law  82-78)  on  December  31,  1964. 

This  limitation  was  apportioned  pursuant  to  section  3679  of  the  Revised 
Statutes  as  amended  (31  U.S.C.  665),  on  a basis  which  indicated  the  necessity 
for  an  increased  limitation  for  additional  pay  costs.  This  action  was  reported 
to  the  Congress  by  the  Director  of  the  Bureau  of  the  Budget  on  January  9,  1965. 

Secretary  Wirtz.  Mr.  Chairman,  may  I introduce  Mr.  Ruttenberg, 
our  Manpower  Administrator.  This  is  his  first  appearance. 

BIOGRAPHY  OF  THE  ADMINISTRATOR 

Mr.  Fogarty.  We  shall  also  ask  him  to  supply  for  the  record  his 
background  prior  to  coming  to  this  position. 

(The  statement  follows :) 

Biography  of  Stanley  H.  Ruttenberg 

Manpower  Administrator,  U.S.  Department  of  Labor,  January  1965  to 
present. 

Special  assistant  to  the  Secretary  of  Labor,  U.S.  Department  of  Labor,  January 
1963  to  January  1965. 

Director,  Department  of  Research,  American  Federation  of  Labor  and  Con- 
gress of  Industrial  Organizations,  December  1955  to  December  1962. 

Director,  Economic  Policy  Committee,  AFL-CIO,  1956. 

Director  of  the  Department  of  Education  and  Research  of  the  Congress  of 
Industrial  Organizations,  September  1948  to  December  1955.  Associate  di- 
rector of  research  from  1939  through  1948,  except  for  1943-46  in  the  U.S.  Army; 
CIO  organizer  and  field  representative  in  Ohio  Valley  prior  to  1939  (1937-38). 
Assistant  to  director,  Hull  House,  1938. 

Born  March  19,  1917,  at  St.  Paul,  Minn. 

Graduate  from  Massanutten  Military  Academy,  1933. 

Received  B.S.  degree  from  the  University  of  Pittsburgh,  1937. 

Member  of  the  board  of  directors  of  Resources  for  the  Euture,  Inc.,  Labor 
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Committee  of  the  National  Planning  Association. 

Public  member,  Foreign  Service  Selection  Board,  1950. 

Special  adviser  to  the  American  delegation  of  the  Fourth  and  Fifth  International 
Conferences  of  UNESCO. 

Public  adviser  to  General  Agreement  on  Tariffs  and  Trade  negotiation,  Ge- 
neva, 1956  and  1958. 

Labor  specialist,  U.S.  Department  of  State  educational  exchange  program, 
October-December  1959. 

Member  of  the  Commission  on  Money  and  Credit,  1958-61. 

Labor  observer,  special  meeting  of  the  Inter- American  Economic  and  Social 
Council,  Punta  del  Este,  Uruguay,  1961. 

Member  of  the  following  organizations:  American  Economic  Association, 
American  Statistical  Association,  Industrial  Relations  Research  Association. 

Mr.  Fogarty.  We  will  take  up  the  first  item  on  the  supplemental. 

Mr.  Flood.  Does  he  know  he  g;ets  battle  stars  for  this? 

Mr.  Fogarty.  Let’s  see  how  he  does  in  the  next  couple  of  days; 
there  might  not  even  be  a battle. 

Your  biography  is  in  the  record,  but  tell  us  about  your  background, 
Mr.  Ruttenberg,  who  you  are,  and  what  have  you  been  doing  the  last 
several  years? 

Mr.  Ruttenberg.  Yes,  Mr.  Chairman. 

I was  appointed  Manpower  Administrator  by  the  Secretary  of 
Labor  in  mid- January,  when  the  previous  Manpower  Administrator, 
Mr.  John  Donovan,  returned  to  Bowdin  College  as  professor  of 
political  science. 

Prior  to  my  present  position,  I served  for  approximately  2 years  as 
special  assistant  to  the  Secretary  and  economic  adviser,  and  that  was 
my  first  Government  service,  beginning  in  January  1963. 

Prior  to  that,  I spent  25  years  in  the  trade  union  movement  as  an 
economist,  first  with  the  Congress  of  Industrial  Organizations, 
where  I was  director  of  research  and  education  for  the  CIO.  I was 
director  of  the  department  from  1948  until  the  merger  of  the  AFL 
and  CIO,  in  1955. 

At  the  point  of  the  merger,  I became  the  director  of  research  for  | 
the  AFL-CIO,  and  remained  in  that  position  until  coming  into  the  I 
Secretar3^’s  office  in  January"  1963. 

Manpower  Development  and  Training  Activities 

Mr.  Fogarty.  We  shall  take  up  the  first  item,  manpower  develop- 
ment and  training  activities.  Your  request  is  for  $103  million  in  addi- 
tion to  the  $307,906,000  already  appropriated  for  1965.  The  request 
is  almost  exactly  the  amount  by  which  Congress  cut  the  regular  1965 
request,  and  is  aimed  at  making  available  tfie  full  amount  authorized 
to  be  appropriated  for  1965.  Is  that  right? 

Mr.  Ruttenberg.  Yes,  sir;  that  is  right. 

Mr.  Fogarty.  Now,  the  justifications  state: 

Current  funds  appropriated  for  these  purposes  are  expected  to  be  exhausted 
about  March  1. 

Wliat  is  the  status  as  of  today? 

Mr.  Ruttenberg.  As  of  March  1,  Mr.  Chairman,  there  is  now 
$9,400,000  of  the  original  authorization  that  is  available  for  program 
items.  That  is  the  amount  of  money  we  have  in  a national  pool  for 
the  Manpower  Development  and  Training  Act. 
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OBLIGATION  TRENDS 

Mr.  Fogarty.  The  obligations  for  the  first  quarter  are  about  twice 
as  great  as  for  the  second  quarter.  Is  this  because  of  a large  carryover 
of  unfunded  projects  from  1964? 

Mr.  Ruttenberg.  From  1964?  I am  not  sme  I understand  the 
question. 

Mr.  Fogarty.  I said  the  obligations  for  the  first  quarter  are  about 
twice  as  gveat  as  for  the  second  quarter.  Is  this  because  of  a large 
carryover  of  unfunded  projects  from  1964? 

Mr.  Ruttenberg.  Yes.  There  was  a carryover  of  $49  million  in 
the  amount  of  training  allowances  for  progTams  authorized  in  fiscal 
year  1964  but  which  were  not  payable  until  fiscal  1965,  when  the  pro- 
grams were  actually  in  operation. 

That  $49  million  was  immediately  deducted  from  the  overall  pro- 
gram item  of  $245  million,  so  we  start  the  year  with  $195  million, 
having  paid  the  amount  of  the  so-called  mortgage  against  the  next 
fiscal  year’s  budget. 

Mr.  Fogarty.  Then  you  estimate  the  obligations  for  the  third  and 
foiuth  quarters  to  be  substantially  higher  than  for  the  second  quarter. 

Mr.  Ruttenberg.  Yes. 

Mr.  Fogarty.  Why? 

Mr.  Ruttenberg.  If  you  like,  sir,  actually  I can  give  you  the 
figures  in  terms  of  obligations  of  funds. 

Mr.  Fogarty.  You  can  give  us  the  figures.  Put  that  table  in  the 
record. 

Mr.  Ruttenberg.  I have  a table  which  is  really  page  8 of  the 
supplemental  appropriation  updated  a little,  table  8,  page  8,  of  the 
Manpower  Development  and  Training  Act  supplemental. 

(The  table  follows:) 


Estimate  of  Manpower  Development  and  Training  Act  training  activities,  fiscal  year 

1965 


Period 

Trainees  provided  through 
projects  approved  in  fis- 
cal 1965 — Occupational 
training 

1965  obligations  (millions) 

Current 

appropriation 

Supplemental 

request 

Current 

appropriation 

Supplemental 

request 

Allowance  payments  in  fiscal  1964  to  trainees  in 
projects  approved  in  fiscal  1963,  estimated  as 
of  Mar.  1,  1965- 

$49.1 

34.5 
21.2 

24.2 

27.3 

44.5 

20.5 
2.4 

3 21.3 

July  1964--.  . ... 

23, 032 
19,  031 
17,  709 

19,  045 
33, 335 

20,  417 
2,  704 

3 24,  727 

August  1964- 

September  1964  . 

October  1964.  ..  . . .... 

November  1964  . . ...  ...  ..  ..  . ... 

December  1964.  . ...  

January  1965  1 2 ___  __  

February  1965.. . ------- ... 

March  1965 . 

3 30, 000 
3 25,  000 
3 25,  000 
3 20,  000 

3 $32. 9 
3 24.5 
3 22.1 
3 16.0 

April  1965 

May  1965 

June  1965 

Total  program 

160, 000 

100,  000 

245.0 

95.5 

1 Temporary  interruption  in  funding  of  institutional  training  projects  pending  filin?  of  required  compliance 
forms  on  titles  VI  of  Civil  Rights  Act  of  1964  by  State  educational  agencies  with  U.S.  Office  of  Education, 
required  effective  Jan.  1,  1965. 

2 Figures  for  January  1965  are  preliminary. 

3 Estimated. 
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THIRD  QUARTER  OBLIGATIONS 

Mr.  Kuttenberg.  The  amount  of  the  obligation  was  $49.1  million 
of  the  carryover  mortgage.  Then  in  July  the  figure  is  $34.5  million 
and  down  through  August  $21.2  million.  The  amount  obligated 
in  January  1965  was  only  $2.4  million. 

Now,  the  reason  for  that  drop  from  $20.5  million  in  December  to 
$2.4  million  in  January  was  beginning  January  1 the  certification  to 
the  Office  of  Education  from  the  State  education  systems  under  civil 
rights  took  effect. 

Mr.  Fogarty.  January  is  in  the  third  quarter. 

Mr.  Kuttenberg.  It  is  the  beginning  of  the  third  quarter.  That 
is  going  up. 

I say  January  1965  the  beginning  of  the  third  quarter  of  fiscal  year 
1965,  the  amount  obligated  has  been  reduced  because  in  January  of 
1965  we  only  approved  $2.4  million  worth  of  projects,  because  we 
were  held  up  in  projects  being  jointly  approved  by  the  Department 
of  HEW  and  the  Department  of  Labor,  because  of  the  civil  rights 
certifications. 

That  is  why  if  you  look  at  the  figures  you  will  see  that  in  February 
the  figure  jumped  back  again  to  $21.3  million  of  actual  obligations, 
and  it  jumps  back  because  we  then  began  to  get  clearances  from 
certain  States  on  civil  rights  regulations. 

Mr.  Fogarty.  The  third  quarter,  on  page  1,  you  are  estimating 
obligations  to  be  $100,516,328.  That  is  much  higher  than  the  second 
quarter,  and  it  is  higher  than  the  fourth  quarter. 

Mr.  Kuttenberg.  Which  table  are  you  looking  at,  sir? 

Mr.  Fogarty.  I am  looking  at  page  1 of  the  justifications. 

Mr.  Kuttenberg.  Yes.  You  see,  the  obligations  in  the  first  two 
quarters  amount  to  close  to  the  total  appropriated  funds  for  the 
fiscal  year,  then  we  begin  to  allocate  the  part  of  the  supplemental 
in  the  thhd  and  fourth  quarters,  to  come  up  to  the  total  amount, 
which  is  $413  million,  which  includes  the  requested  $103  million 
supplemental. 

You  see,  the  total  funds  available  at  the  start  of  the  year  were 
$310  million,  and  then  we  begin  to  obligate  them  in  item  6 in  terms 
of  availability  of  funds,  and  the  obligations  in  the  third  and  fourth 
quarters  assume  the  availability  of  the  supplemental.  II 

Air.  Fogarty.  Didn’t  you  have  sufficient  money  in  the  second 
quarter  for  all  approvable  applications,  when  you  obligated  $77 
million  plus? 

Mr.  Kuttenberg.  During  the  first  two  quarters  of  the  fiscal  year 
programs  were  approvable  at  the  local  level  in  the  State,  then  when 
we  began  to  run  out  of  funds  at  the  local  level,  in  the  States,  then  we 
went  to  a national  funding  of  training  projects,  and  the  funds  were 
pulled  back  from  those  States  that  had  not  been  able  to  spend  their 
funds  m accordance  with  the  way  the  law  suggests,  that  if  a State 
does  not  spend  its  total  funds,  it  should  be  made  available  to  those 
States  that  are  providing  programs. 

So  we  pulled  the  funds  back,  beginning  Janua^’y  1,  1965,  into  a 
national  pool,  so  that  the  projects  then  began  to  be  approved  here  at 
the  Washington  level. 

We  went  into  the  beginning  of  the  third  quarter  with  a limited 
amount  of  funds,  about  $30  million  of  which  we  obligated  in  the  first 
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2 months  of  the  third  quarter,  about  $23  million,  and  had  some  $9 
million  left  over. 

Mr.  Fogarty.  You  are  getting  me  more  mixed  up  than  ever.  I 
still  cannot  understand  why  the  third  quarter  is  shown  in  the  justifi- 
cations to  be  higher  than  the  second  quarter.  You  have  not  convinced 
me  yet  why  it  ought  to  be. 

Mr.  Ruttenberg.  Sir,  we  are  estimating  the  obligation  in  the  third 
and  fourth  quarters,  $100  million  for  the  third  quarter,  as  is  on  page  1. 

Mr.  Fogarty.  How  sure  are  you  that  that  $100  million  is  a correct 
figure? 

Mr.  Ruttenberg.  We  are  not,  sir.  That  is  the  point.  If  we  do 
not  get  the  supplemental,  we  cannot  obligate  that  much.  It  is 
marked  estimated.  We  are  assuming  that  inasmuch  as  we  have  run 
out  of  funds,  relatively  speaking,  now  that  if  we  did  get  a supplemental, 
we  would  spend  more  of  it  in  the  third  quarter  than  we  would  in  the 
fourth  quarter. 

Mr.  Fogarty.  And  more  than  in  the  second,  too. 

Mr.  Ruttenberg.  Than  in  the  second  too,  because  the  funds  that 
• were  obligated  in  the  first  quarter — and  I will  check  this  with  our 
budget  officers — part  of  the  funds  that  are  obligated  in  that  first 
quarter  involved  the  $49  million  of  mortgaged  funds. 

So  if  you  take  $153  million  and  take  off  $49  million  from  that, 
you  are  talking  about  an  obligation  in  that  first  quarter  for  new  pro- 
grams, as  against  programs  that  had  been  authorized  against  the 
previous  fiscal  year,  and  you  are  talking  about  $100  million. 

In  the  second  quarter  it  reflects  the  rest  of  the  money,  relatively 
speaking,  which  was  available,  and  which  was  obligated  in  that  quarter. 

Mr.  Shearer.  The  figures  on  page  1 are  obligations  by  quarters, 
including  not  only  direct  program  costs,  which  are  shown  month  by 
month  on  page  8,  but  the  costs  at  the  State  level  and  at  the  Federal 
level  of  the  obligations  for  administration  and  for  State  services  by 
the  State  employment  security  and  educational  agencies. 

This  in  part  accounts  for  the  difference  between  the  second  quarter 
and  the  third  quarter  in  that  the  incidence  of  distribution  of  those 
States’  costs  was  not  even  but  was  reflected  to  a greater  degree  in  the 
third  quarter. 

The  figures  which  Mr.  Ruttenberg  was  referring  to  on  page  8 are 
the  program  costs. 

Mr.  Ruttenberg.  These  are  strictly  program  costs,  on  page  8. 

Mr.  Shearer.  The  same  distmction  between  the  second  and  third 
quarters  does  not  show  up. 

Mr.  Fogarty.  I hope  it  reads  better  than  I have  it  in  my  mind  now. 

REVISION  OF  president’s  BUDGET  EXPENDITURE  ESTIMATES 

The  President’s  budget  indicated  that  this  supplemental  request 
would  be  submitted  to  the  Congress  in  the  exact  amount  that  actually 
has  now  been  submitted,  but  in  the  President’s  budget  it  was  esti- 
mated that  $22  million  would  not  be  spent  until  1966,  and  $71  million 
would  not  be  spent  until  after  1966. 

Now  you  estimate  it  will  practically  all  be  spent  in  1965,  only  $13 
million  in  1966,  and  nothing  after  that. 

This  is  a big  change  to  occur  in  less  than  2 months.  What  is  the 
explanation  for  that? 
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Mr.  Ruttenberg.  The  revised  figures  of  $90  million  for  the  cur- 
rent fiscal  year  and  $13  million  for  1966  reflect  the  current  estimate  of 
checks  issued  by  the  Treasury. 

The  other,  on  the  allocation  as  it  was  originally  proposed  in  the 
budget,  would  assume  a totally  different  expenditure  of  the  funds, 
and  frankly,  I must  say  I do  not  understand  why  $71  million  is  put 
in  what  would  be  fiscal  1967. 

Mr.  Fogarty.  Who  does? 

Mr.  Shearer.  It  is  the  current  best  estimate,  as  determined  in 
preparing  the  President’s  budget. 

Mr.  Fogarty.  Is  this  your  estimate,  or  the  President’s  estimate, 
that  appears  in  the  formal  budget? 

Mr.  Ruttenberg.  The  President’s  estimate. 

Mr.  Flood.  Will  the  gentleman  yield? 

Mr.  Fogarty.  Yes. 

NUMBER  OF  WITNESSES  PRESENT 

Mr.  Flood.  I am  curious.  The  Secretary  has  been  here  all  day 
with  two  people.  Tomorrow  morning  I will  have  before  me  on  the 
Defense  Subcommittee  for  Appropriations  the  Secretary  of  Defense, 
who  will  be  there  for  about  7 days,  or  maybe  10  days.  He  will  have 
no  more  than  two  people  with  him  to  justify  about  50  percent  of  the 
national  budget. 

I know  that  the  college  coaches  are  trying  to  bring  back  the  platoon 
system.  What  in  the  world,  are  you  doing  with  all  these  people? 

Mr.  Ruttenberg.  Su%  these  people  are  not  all  involved  in  the 
Manpower  Development  and  Training  Act  supplemental  budget. 
There  are,  as  you  know,  six  different  budgets  in  the  Manpower  Ad- 
ministration. As  we  move  to  the  farm  supplemental,  Mr.  Goodwin 
and  the  representatives  of  the  Farm  Placement  Service 

Mr.  Flood.  Goodwin  would  not  need  any  help  from  anybody. 

Mr.  Ruttenberg.  I am  sure  of  that,  sir. 

Mr.  Fogarty.  Do  not  forget  Murphy,  over  there. 

Mr.  Flood.  I know  him,  too. 

I know  the  streets  of  Washington  are  dangerous  at  night.  Are  you 
afraid  to  travel  alone?  This  is  very  high  level,  long-haired  personnel 
that  you  have.  Do  they  sit  around  here  all  day  waiting,  and  doing 
nothing? 

Mr.  Ruttenberg.  Congressman  Flood,  let  me  respond  to  that 
directly. 

I have  been  the  Manpower  Administrator  for  about  3 weeks.  I am 
prepared  to  discuss  with  this  committee  with  the  help  of  Mr.  Goodwin 
and  Mr.  Alurphy  from  the  Bureau  of  Apprenticeship  Training  the 
specific  programs  that  are  here.  Just  why  all  of  these  witnesses  are 
here  is  beyond  me. 

Mr.  Flood.  You  have  not  the  faintest  idea,  yourself? 

Mr.  Ruttenberg.  It  is  my  first  appearance  before  an  Appropria- 
tions Committee,  sir. 

Mr.  Fogarty.  It  may  not  turn  out  the  way  you  expect  it  to  be, 
because  Mr.  Goodwin  is  going  to  justify  his,  and  Mr.  Murphy  is 
going  to  justify  his,  in  ail  aspects,  including  salaries  and  expenses. 

Mr.  Ruttenberg.  I understand  that,  sir. 

Mr.  Fogarty.  I did  not  know  whether  you  knew  that  or  not. 


75 


Mr.  Ruttenberg.  On  the  Manpower  Administration  salary  and 
expense  budget,  there  are  three  activities. 

Mr.  Flood.  My  point  is  it  seems  to  be  an  appalling  waste  of 
ammunition  and  a terrible  expense  to  the  taxpayer.  You  have  the 
whole  place  cluttered  up  with  witnesses  in  depth,  and  I wonder  why. 

Mr.  Fogarty.  We  have  plenty  of  seats.  I will  not  worry  about 
this.  You  are  not  really  serious? 

Mr  Flood.  No;  it  is  a perverted  sense  of  humor,  more  than  any- 
thing else. 

Mr.  Duncan.  I thought  maybe  they  sold  tickets  to  supplement 
their  budget. 

Mr.  Flood.  I have  never  seen  anything  like  it. 

Mr.  Fogarty.  Well,  there  have  been  some  shenanigans  going  on 
down  there,  you  know^,  in  this  reorganization.  I thmk  perhaps  there 
is  more  interest  this  year  than  there  has  been  in  years  past. 

REVISION  OF  EXPENDITURE  ESTIMATE  IN  PRESIDENT’S  BUDGET 

But  you  just  do  not  know  how  this  estimate  of  $71  million  to  be 
be  spent  after  1966  was  arrived  at,  do  you? 

Mr.  Ruttenberg.  As  I say,  I would  like  Mr.  Shearer  to  respond  to 
the  question. 

It  was  as  the  budget  was  proposed  by  the  President.  I do  not 
have  a justification  for  it,  sh\ 

Mr.  Fogarty.  Do  you  think  the  President  knows? 

Mr.  Shearer.  This  is  the  figure  that  is  in  the  President’s  budget, 
and  that  was  determined  by  the  Bureau  of  the  Budget. 

Mr.  Fogarty.  You  do  not  agree  with  the  Bureau  of  the  Budget  on 
this,  then,  do  you? 

Mr.  Ruttenberg.  After  tether  discussion  with  the  Bureau  of  the 
Budget,  the  revised  figure  was  arrived  at. 

Mr.  Fogarty.  Mr.  Flood? 

REASON  FOR  SUPPLEMENTAL 

Mr.  Flood.  Of  course  I am  concerned  primarily  with  the  execution 
of  the  program.  I think  this  manpower  development  and  training 
activity  is  the  greatest  thing  we  have  had  in  the  Department  of  Labor 
in  a long  time. 

Why  is  there  a supplemental?  Was  there  not  enough  money  asked 
for  in  the  first  place?  Has  it  gone  beyond  all  our  optimistic  hopes 
and  dreams? 

I hope  it  has. 

Mr.  Ruttenberg.  Congressman  Flood,  the  amount  authorized  in 
the  legislation  is  $411  million.  The  amount  that  was  actually  appro- 
priated was  $307  million  by  the  Congress.  The  Appropriations 
Committee  in  its  report  did  specifically  say  that  if  you  chose,  and  were 
able  to  spend  the  funds  at  a more  rapid  rate,  you  may  go  ahead  and 
do  that,  and  then  reappear  for  a supplemental. 

Mr.  Flood.  That  is  what  you  did? 

Mr.  Ruttenberg.  Yes,  sir. 
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ACCEPTANCE  OF  THE  PROGRAM 

Mr.  Flood.  The  acceptance  of  this  program  nationwide  has  been 
such  that  this  is  the  result? 

Mr.  Ruttenberg.  Yes,  sir.  We  found  ourselves  as  of  March  1, 
now,  with  having  spent  all  but  $9  million  of  the  amount  of  money 
which  was  appropriated  to  us,  and  the  authorization  would  permit 
an  additional  $103  million,  which  we  feel  beyond  question  of  a doubt 
could  be  expended  between  now  and  the  fiscal  year  if  it  were  received. 

Mr.  Flood.  Throughout  the  country,  nationwide,  is  this  program 
respectable,  and  looked  on  with  approval  by  chamber  of  commerce 
people,  and  local  educators,  and  vocational  training  people  who  are 
doing  this  with  their  roots  into  their  communities?  You  foreigners 
come  in  with  these  ideas?  Are  you  accepted?  Are  you  respectable 
now? 

Mr.  Ruttenberg.  I think  the  program,  sir,  as  it  is  administered 
through  the  Federal-State  employment  security  system  and  employ- 
ment offices,  the  State  vocational  education  systems,  and  the  on-the- 
job  training  program  has  found  very,  very  wide  acceptance.  As  a 
matter  of  fact,  communications  from  Governors  have  indicated  pretty 
wide  acceptance  of  the  program. 

I think  one  indication  of  this  would  be  that  there  is  now  outstanding 
in  the  States  programs  that  could  be  approved,  whose  total  costs 
would  amount  to  $134  million. 

PROGRAM  BACKLOG 

Mr.  Flood.  I was  going  to  ask  you  to  insert  in  the  record  not  in 
complete  detail,  not  for  every  State,  but  a spot  check,  and  do  not 
give  us  the  worst  of  it — I am  sure  you  will  not — of  the  backlog,  enter- 
ing types  and  kinds  of  training  programs  that  you  could  finance 
tomorrow  morning,  that  the  proper  applicants  have  asked  for  in  certain 
places — not  all  the  same  types  and  kind,  geographic,  regional,  what- 
not. Could  you  tell  us  a half  dozen  now? 

Mr.  Ruttenberg.  Yes,  I could. 

To  give  you  an  overall  picture,  there  are  1,148  institutional  projects 
in  the  field  being  developed.  The  total  number  of  trainees  is  79,000 
plus,  for  a total  cost  of  $134  million. 

Mr.  Flood.  Have  your  Washington  people  and  the  State  people 
checked  these?  These  are  not  screwball  applications? 

Mr.  Ruttenberg.  No.  These  are  projects  that  the  Employment 
Service  and  the  Bureau  of  Employment  Security  and  Mr.  Goodwin’s 
office  have  checked  thimugh  with  the  State  agencies  as  programs  that 
are  in  being  and  are  being  planned. 

For  example,  I was  just  the  other  day  in  Memphis.  To  give  you 
an  example,  a geographical  one,  there  is  a program  in  South  Carolina 
that  is  being  developed  that  would  provide  for  5,000  multioccupation 
trainees  at  a total  cost  of  some  $10  million.  That  program  within  the 
next  30  days  could  be  developed  and  could  be  submitted  for  approval, 
if  there  were  funds. 

That  is  just  one  of  these  involved. 
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ESTABLISHMENT  OF  LOCAL  PROGRAMS 

Mr.  Flood.  We  have  the  Department  of  Health,  Education,  and 
Welfare,  and  various  elements  of  the  Department  of  Labor — we  have 
brilliantly  conceived  programs,  and  we  have  the  money,  and  they 
are  on  the  starting  line,  but  we  do  not  have  the  trained  personnel 
to  run  these  shows.  What  is  your  problem? 

A/lr.  Ruttenberg.  Sir,  as  far  as  initiating  the  programs  is  con- 
cerned, the  employment  services  at  the  local  community  level  with 
the  staff  it  has  and  the  money  available  through  its  Manpower 
Development  and  Training  Act  appropriations,  as  well  as  the  grant 
program,  do  develop  the  specific  shortage  occupations  for  which 
training  ought  to  be  held,  and  then  certify  the  available  trainees  for 
training  in  the  program. 

Mr.  Flood.  Is  it  a condition  precedent  to  the  approval  of  a pro- 
gram, either  of  the  State  and/or  Federal  level,  that  the  graduates  or 
the  trainees  when  they  finish  must  be  employable  in  the  vicinity  in 
which  the  training  takes  place? 

Mr.  Ruttenberg.  The  legislation,  sir,  provides  for  reasonable 
expectation  of  employment  for  the  individual.  That  is  what  the 
legislation  provides. 

Mr.  Flood.  Who  thought  that  up?  Did  you,  or  did  we?  That  is 
a beautiful  idea.  This  is  what  the  lawyers  mean  when  they  say.  We 
have  reasonable  cause  to  believe,  and  so  on. 

I have  no  quarrel  with  it.  Go  ahead. 

Mr.  Ruttenberg.  Generally  speaking,  sir,  the  people  are  placed 
in  the  locality,  in  the  general  labor  area,  in  which  they  are  trained  and 
certified,  although  in  certain  instances — -I  can  cite  South  Bend  as  an 
example — people  have  been  trained  in  South  Bend  and  placed  in 
employment  some  90  or  a hundred  miles  away. 

AVAILABILITY  OF  EQUIPMENT  FOR  TRAINING 

Mr.  Flood.  Let  me  ask  you  this:  What  sort  of  cooperation  do  you 
get  from  any  other  Federal  agencies  that  have  mothballed  hardware, 
equipment,  machinery,  textbooks,  or  whatnot,  that  can  be  utilized 
by  these  various  training  operations? 

Mr.  Ruttenberg.  Of  course,  all  of  the  training  as  such,  after  the 
program  is  recommended  by  the  employment  services,  is  conducted 
by  the  vocational  education  division  of  the  Federal-State  vocational 
education  system  under  HEW. 

I could  give  you  another  specific  example.  In  South  Bend,  Ind., 
we  approved  projects  over  a year  as  providing  for  1,500  trainees, 
some  of  whom  were  going  to  be  trained  on  heavy  equipment.  The 
heavy  equipment  was  not  available  in  the  South  Bend  area.  We 
scoured  around  the  Nation,  and  found  that  the  GSA  in  New  York 
did  have 

Mr.  Flood.  May  I interrupt  you  at  that  point? 

I am  concerned  about  the  scouring.  I have  had  some  experience 
with  this,  fortunately  all  good.  However,  it  took  some  scouring.  I 
was  in  a position  to  know  where  the  right  guys  were,  one  of  those 
things.  When  you  are  here  a hundred  years,  you  do. 

But  this  is  a serious  problem  for  you  people  who  must  do  this  thing 
overnight.  Is  there  any  central  place  where  your  manpower  training 


78 


people  at  Washington  or  at  the  local  level  or  at  the  State,  preferably 
here,  have  a file  or  index  of  Federal  mothballed  hardware  which 
should  be  sent  to  South  Bend  on  the  next  train. 

Mr.  Ruttenberg.  Yes.  Well,  there  are  people  here  from  HEW 
who  could  respond  to  that,  but  may  I make  one  brief  comment?  The 
General  Services  Administration  now  publishes  a list. 

SURPLUS  PROPERTY  PROGRAM 

Mr.  Flood.  Now,  I find  a reason  for  these  flankers.  Here  is  a guy 
over  here  in  right  field  v/ho  claims  to  know. 

Just  give  us  your  name.  You  heard  what  I said.  I would  like 
to  know. 

Mr.  Dugger.  I am  Roy  Dugger,  Deputy  Director  of  the  Division 
of  Vocation  and  Technical  Education  in  the  Office  of  Health,  Educa- 
tion, and  Welfare. 

Mr.  Flood.  Very  impressive. 

Mr.  Dugger.  If  I might  say,  sir,  in  response  to  your  question,  the 
Department  of  Health,  Education,  and  W'^elfare  has  surplus  property 
programed.  It  is  operated  in  each  of  the  regional  offices,  who  are 
constantly  concerned  with  the  utilization  of  surplus  property  in 
school  systems,  particularly  in  manpower  development  and  training 
programs. 

In  addition  to  this,  we  have  a person  on  our  staff  full  time  now  who, 
to  give  you  an  example  of  what  is  going  on  in  this  area,  is  now  in  the 
process  of  working  with  a review  team  to  consider  the  use  of  real  estate 
and  of  equipment  in  the  military  bases  that  are  being  closed  by  the 
Department  of  Defense. 

MOTHBALLED  TOOLS  AND  MACHINERY 

Mr.  Flood.  I was  going  to  come  to  that,  as  well  as  the  mothballed 
standby  industrial  areas  that  we  have  in  the  Department  of  Defense, 
as  well  as  the  warehouses  full  of  all  kinds  of  fancy  heavy  tools  and 
machinery,  the  kind  they  apparently  needed  in  South  Bend. 

We  have  an  abundance  of  these  things  standing  by  in  mothballs  all 
over  the  country.  This  is  going  to  become  a big  program  in  the  years 
ahead,  I hope,  like  the  educational  training  programs.  We  are  on  the 
threshold  finally  of  the  great  breakthrough  into  these  areas. 

I want  to  be  sure  if  and  when  the  time  comes  that  you  or  this  man 
can  simply  push  a botton  and  you  will  know  where  this  stuff  is  so  that 
the  city  of  X or  the  town  of  Y can  get  the  necessary  hardware  to  set 
up  on  the  floors  of  these  schools,  or  whatever  they  use  to  do  the  phys- 
ical training,  with  the  understanding  that  you  do  not  get  title,  and 
that  if  we  need  it  in  defense,  if  the  pistol  goes  off — God  forbid — we  get 
it  back  the  next  morning. 

This  is  understood. 

Mr.  Dugger.  There  are  some  cases  where  industrial  equipment 
has  been  made  available  for  our  program.  Certainly  in  answer  to 
your  overall  question,  this  is  done  less  than  perfectly  at  the  moment, 
because  it  is  done  through  less  than  the  button  pushing. 

Mr.  Flood.  I want  to  know  who  is  thinking  about  it.  I had  a 
problem  in  my  hometown  where  we  needed  certain  equipment.  I 
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happened  to  know  a guy  who  knew  exactly  where  it  was,  and  the  next 
morning  it  was  on  the  way  in  trucks. 

I want  to  be  sure  that  everybody  in  the  United  States  besides  Flood 
has  this  advantage,  especially  you  people  who  have  this  headache. 

Who  is  thinking  about  that?  What  is  going  to  be  done  about  it? 

Mr.  Duggee.  At  this  time,  if  I might  say,  the  Department  of 
Health,  Education,  and  Welfare  has  a proposal  under  consideration 
by  the  Bureau  of  the  Budget  for  the  utilization  of  excess  property  in 
the  Manpower  Development  and  Training  Act  program.  This  has 
been  developed  to  the  point  that  operating  procedures  are  now  being 
reviewed  by  the  Bureau  of  the  Budget.  I am  not  certain  of  the  overall 
policy. 

Mr.  Flood.  I just  want  to  be  assured  by  some  boss  who  knows 
what  he  is  talking  about  that  you  are  planning  for  what  I think — and 
I have  worked  with  these  training  programs  for  several  years — is 
important  and  vital,  that  you  have  to  have  a clearinghouse,  and 
have  it  soon. 

Mr.  Dugger.  If  I might  add  here.  Congressman  Flood,  a state- 
ment that  based  on  our  current  level  of  activity,  not  only  could  we 
start  several  programs  quicker  if  we  had  that  process  developed  to  a 
degree  we  could  agree  woidd  be  highly  desirable,  but  furthermore 
we  could  save  up  to  $11  million  a year. 

Air.  Flood.  You  have  simply  restated  the  question.  I wanted 
an  answer.  Sooner  or  later  you  will  have  the  problem,  but  I raise 
it  now.  You  have  a big  problem,  as  well  as  a gxeat  opportunity  to 
see  that  programs  will  not  be  discarded  because  some  local  official 
says  we  cannot  get  the  equipment.  This  should  not  prevent  a pro- 
gram from  going  ahead,  if  that  equipment  is  available  in  Terre  Haute 
or  someplace  else. 

Air.  Ruttenberg.  In  the  South  Bend  example  I cited,  we  did  just 
that.  When  the  local  man  found  that  he  needed  certain  equipment 
not  available  in  South  Bend,  he  went  to  the  lists  of  the  GSA,  in  the 
surplus  lists  of  equipment. 

Air.  Flood.  GSA  is  not  enough.  That  is  just  one  horse.  There 
are  many,  many  more. 

I suggest  to  you  the  great  backlog  of  first-class  unused  machine  tools 
mothballed  in  the  defense  area  would  make  your  mouth  water. 
Somebody  should  know  about  this. 

It  is  not  my  job. 

Mr.  Ruttenberg.  Could  I give  you  another  example? 

Air.  Flood.  Yes. 

Mr.  Ruttenberg.  In  the  State  of  California  we  recently  approved 
a project  to  train  heavy  roadbuilding  equipment  workers  to  drive 
bulldozers  or  piledrivers  or  road  scrapers  or  similar  items.  We  tried 
to  get  the  Armed  Forces  to  release  some  roadbuilding  equipment 
which  they  had  in  mothballs,  in  California. 

The  time  factor  involved  in  getting  it  out  of  mothballs  and  getting 
it  cleaned  up  and  getting  it  into  the  program  prevented  us  from  really 
doing  it  that  way. 

Mr.  Flood.  That  was  one  of  these  things,  which  came  first,  the 
chicken  or  the  egg.  Do  I understand  that  you  and  your  best  people 
are  on  top  of  this,  that  you  see  the  potential,  and  that  will  not  be  an 
obstacle? 
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Mr.  Ruttenberg.  We  are  working  now  in  this  specific  field  of 
developing  projects  for  people  to  be  trained  on  bulldozers,  and  so 
forth,  and  doing  it  with  this  instruction  to  the  people,  that  as  you 
develop  this  project,  also  be  thinking  about  where  you  can  locate  the 
equipment,  and  let  us  know  where  that  equipment  is  so  that  as  we 
approve  the  project  we  can  bring  the  equipment  together. 

Mr.  Flood.  Just  so  the  committee  and  I feel  that  this  will  be  done, 
and  not  one  of  the  bureaucratic  things  that  nobody  thought  about, 
or  executed  even  though  they  did  think  about  it. 

AVAILABILITY  OF  LOCAL  EQUIPMENT 

Secondly,  to  what  extent  did  you  or  should  you  get  in  touch  with 
all  the  banks  in  the  United  States,  all  of  the  department  stores  in 
the  United  States,  all  of  the  anything  in  the  United  States  that 
close  up  at  5,  3 or  4:30  and  have  standing  by  until  9 o’clock  the  next 
morning  a gold  mine  of  all  kinds  of  electronic  equipment,  typewriters, 
hardware,  only  the  Good  Lord  knows  what?  There  must  exist 
in  this  country  an  inexhaustible  supply  of  equipment  and  facilities 
that  should  be  made  use  of,  like  empty  schools  used  only  8 or  9 
months  a year. 

Is  this  a potential  for  training  people?  Can  you  get  hold  of  the 
First  National  Bank  in  Punxsutawney  and  say  we  would  like  to  use 
your  bank  tonight  and  every  Thursday  night  for  the  next  14  weeks, 
and  your  equipment,  to  train  12  guys? 

Mr.  Ruttenberg.  I can  give  you  a specific  example  that  took 
place  right  here  in  Washington.  We  started  a program  to  train 
computer  programers,  and  we  had  to  have  a regular  1401  IBM  com- 
puter. There  was  none  available  in  the  school  system  in  the  District. 

We  got  in  touch  with  the  IBM  Corp.  that  has  a training  center  here 
on  19th  Street.  They  made  available  to  us,  after  office  hours  from  7 
o’clock  in  the  evening,  a computer  which  was  used  in  this  program  for 
8 long  months. 

Mr.  Flood.  This  is  one  idea  in  Washington.  What  about  50  States 
and  10,000  communities  where  you  are  going  in,  I hope,  with  the 
manpower  training  program?  Is  somebody  thinking  about  reaching 
out  with  the  local  people,  with  the  State  people,  to  invite  into  your 
program  the  owners,  the  companies,  the  people  who  have  these  shops 
and  stores  and  banks  and  buildings  that  colse  at  5 o’clock? 

Mr.  Ruttenberg.  I was  citing,  Congressman  Flood,  by  example, 
one  of  the  kinds  of  things  that  is  done  around  the  country. 

Mr.  Flood.  What  is  your  answer  to  my  question?  Is  this  being 
done?  Do  you  intend  to  do  it? 

Mr.  Ruttenberg.  Yes,  sir. 

Mr.  Flood.  It  is  the  proper  thing  to  do. 

Mr.  Ruttenberg.  To  the  extent  that  the  vocational  education 
people  who  do  the  training  who  do  not  have  the  facilities  available, 
yes.  This  is  our  joint  responsibility,  to  see  that  no  program  is  held 
back. 

Mr.  Flood.  Is  there  anything  to  indicate — do  you  have  a feeling 
throughout  the  country  that  the  local  businessmen  and  so  on  have  a 
desire  to  cooperate  to  this  extent  with  this  kind  of  thing  you  are 
trying  to  do?  Do  they  want  to  get  into  this? 
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Mr.  Ruttenberg.  Yes,  sir,  because  we  have,  as  you  know,  re- 
quired by  law,  and  we  operate  very  effectively  a public  advisory  com- 
mittee in  each  State,  and  many  localities,  that  deal  specifically  with 
programs  as  they  are  presented. 

Mr.  Flood.  This  is  more  than  theoretically  sound? 

Mr.  Ruttenberg.  Yes. 

COMMUNICATION  WITH  THE  CONGRESS 

Mr.  Flood.  One  final  thing.  I have  a quarrel  with  you,  not  with 
you  personally,  and  I have  had  this  for  some  time,  primarily  with  the 
Department  of  Health,  Education,  and  Welfare,  and  with  the  Depart- 
ment of  Labor,  and  it  will  become  increasingly  so.  I am  speaking  for 
my  colleagues.  I am  their  mouthpiece  under  this  legislation,  which 
we  passed,  and  we  are  going  to  pass  more,  and  which  I Amted  for. 

You  developed  at  the  operating  level  in  bureaucracy  a certain 
breed  who  work  between  Washington  and  the  State  capitals  with 
their  opposite  numbers.  Now,  this  is  very  human,  and  very  typical. 
But  when  a project  comes  in  from  a State  capital  to  yom’  office,  and 
it  goes  to  the  right  guy  in  your  shop,  he  does  business  as  he  should 
with  his  opposite  member  in  the  State  capital. 

Every  Member  of  Congress  finds  out  Avhat  happened  in  his  district 
when  he  reads  the  paper  the  next  day,  or  2 days  or  3 days  later, 
depending  upon  how  far  aAvay  he  is  from  Washington. 

In  most  areas  of  the  Government  this  does  not  happen,  but  in  the 
Department  of  Labor,  and  in  the  Department  of  Health,  Education, 
and  Welfare,  until  very,  very  recently,  and  specifically  in  connection 
with  these  manpower  training  programs,  the  number  of  people,  the 
kind  of  program,  where  it  is  going  to  be  located,  and  everything  else, 
is  announced  from  the  State  capital,  and  the  Member  of  Congress 
is  the  last  guy  in  the  district  to  hear  about  it.  Why?  That  is  lese 
majesty,  you  know. 

Mr.  Ruttenberg.  Yes.  At  the  beginning  of  the  fiscal 

Mr.  Flood.  I am  not  interested  in  the  reason.  I am  interested  in 
what  are  you  going  to  do,  as  far  as  you  are  concerned,  to  correct  the 
situation? 

I am  giving  you  the  conclusion.  What  can  be  done  to  correct  this 
situation,  as  it  has  been  corrected  in  nearly  every  other  department  of 
the  Government? 

Mr.  Ruttenberg.  Since  January  1,  we  have  been  approving  proj- 
ects at  the  Washington  level.  Prior  to  that,  programs  were  approved 
at  the  State  level.  When  they  are  approved  at  the  Washington  level, 
we  do  make  an  effort  to  notify  the  Congressmen  and  Senators  involved 
in  the  States  and  districts. 

Mr.  Flood.  You  attempt  to  notify? 

Mr.  Ruttenberg.  ‘‘Attempt’’  is  the  wrong  word. 

Mr.  Flood.  It  certainly  is. 

Mr.  Ruttenberg.  We  do  notify  individuals  as  projects  are  ap- 
proved. At  the  State  level  during  the  early  part  of  the  fiscal  year, 
when  funds  are  available  in  the  State,  and  approvable  at  the  State 
level,  and  that  has  happened  in  the  first  half  of  the  fiscal  year,  there  is 
a team  that  goes  into  the  State  capital  and  approves  projects.  The 
announcement  of  those  programs,  I am  not  sure  how  they  are  handled 
at  the  local  level. 
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Mr.  Flood.  You  should  know. 

Mr.  Ruttenberg.  I should,  but  I do  not. 

Mr.  Flood.  This  I am  sure  can  be  corrected.  It  is  my  opinion, 
and  I have  been  advised  by  people  in  your  organization  who  know. 
Now,  I have  not  the  faintest  idea  how  it  can  be  done,  myself.  This 
is  not  my  business.  If  I sat  where  you  sit,  I would  be  sure  that 
Fogarty  knew,  and  the  announcement  was  made  by  Fogarty,  before 
it  was  made  in  Providence  by  you  or  by  some  State  official.  Make  no 
mistake  about  that. 

Mr.  Ruttenberg.  Mr.  Dugger,  do  you  want  to  ansv-er  that? 

May  I say,  sir,  I have  been  Manpower  Administrator  since  the 
16th  of  January. 

Mr.  Flood.  Next  year  you  will  have  the  answer. 

Mr.  Duncan.  Next  year  the  question  will  not  have  to  be  asked. 

Mr.  Dugger.  I am  fully  aware  of  this.  I have  already  received 
some  of  this  particular  problem. 

Mr.  Flood.  What  department  are  you  with? 

Mr.  Dugger.  The  Department  of  Health,  Education,  and  Welfare. 

As  Mr.  Ruttenberg  was  pointing  out,  the  meeting  where  the  projects 
are  approved  in  the  State  capital  is  a meeting  that  we  do  not  control 
who  attends. 

I can  say  this,  as  a matter  of  procedure,  that  the  Congressmen 
concerned 

Mr.  Flood.  But  the  project  has  to  be  approved  in  Washington 
before  it  goes  back  to  the  State  capital. 

Mr.  Dugger.  No,  sir. 

Mr.  Flood.  Why  not? 

Mr.  Dugger.  The  approval  authority  rests  with  the  field  repre- 
sentative of  each  of  the  agencies  concerned,  and  it  occurs  as  the  group 
is  meeting  around  the  table  in  the  State  capital,  and  within  24  hours 
of  that  the  lists  are  on  the  desk  of  the  Congressman  or  Senator  con- 
cerned, as  a regular,  routine  procedure. 

Mr.  Flood.  Within  24  hours.  It  is  now  24  hours  too  late. 

Mr.  Dugger.  May  I suggest  a logistics  problem,  sir,  and  we  will 
welcome  a comment. 

Mr.  Flood.  Under  no  circumstances  will  you  get  help  from  the 
subcommittee  on  that.  This  is  your  baby.  Not  you,  personally, 
but  starting  at  the  Secretary  of  your  Department  all  the  way  down  to 
the  elevator  operator. 

You  have  a problem.  It  is  getting  a lot  of  people  upset  up  here,  and 
you  can  understand  why. 

Mr.  Dugger.  Yes,  sir. 

Mr.  Flood.  There  are  only  a couple  of  agencies  where  it  exists. 

Mr.  Dugger.  I can  appreciate  the  problem.  I might  point  out 
they  are  telephoned  into  our  office  here.  About  3 o’clock  in  the  office 
they  are  run  off  and  presented  to  the  congressional  liaison  people. 

Mr.  Flood.  You  know  that  I am  making  this  presentation  at  the 
request  of  any  number  of  my  colleagues  in  the  House,  from  both 
sides  of  the  aisle.  Make  no  mistake  about  that.  This  is  not  my 
brilliant  idea. 

That  is  all,  Mr.  Chairman. 

But  need  I say  more,  Mr.  Director? 

Mr.  Fogarty.  I just  heard  at  lunch  today  from  the  other  half  of 
the  delegation  from  Rhode  Island  that  a program  was  announced  in 
Newport  in  the  papers  this  morning,  and  the  first  he  heard  about  it 
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was  when  he  read  the  Providence  Journal  coming  down  on  the  plane 
this  morning. 

It  was  announced  by  the  Secretary,  he  told  me  at  noontime. 

Mr.  Ruttenberg.  This  is  a Manpower  Development  and  Train- 
ing Act  project? 

Mr.  Fogarty.  That  is  what  I understood  him  to  say. 

Mr.  Ruttenberg.  If  this  is  the  case,  then  our  liaison  function  is 
falling  down. 

Mr.  Fogarty.  Who  is  the  man? 

Mr.  Ruttenberg.  Our  legislative  liaison  person  in  the  Department 
of  Labor  is  Mr.  Sam  Merrick. 

Mr.  Fogarty.  Does  he  spend  any  time  up  here  on  the  Hill? 

Mr.  Ruttenberg.  I should  think  he  does. 

Mr.  Flood.  I might  say,  Mr.  Chairman,  there  has  been  some  joker 
supposed  to  come  and  see  me  about  this  for  the  past  two  and  a half 
months.  He  has  talked  to  my  secretary  a number  of  times.  As  far 
as  I am  personally  concerned  he  might  as  well  be  in  Vietnam,  because 
I have  not  heard  from  him. 

Mr.  Ruttenberg.  If  you  will  let  me  know  the  name  of  the 
person  - - 

Mr.  Flood.  You  have  somebody  call  my  office,  and  they  will  tell 
you. 

Mr.  Fogarty.  Mr.  Shriver? 

ADEQUACY  OF  SUPPLEMENTAL 

Mr.  Shriver.  You  mentioned  the  project  in  Memphis  that  would 
require  some  $10  million  to  train  some  5,000. 

Mr.  Ruttenberg.  It  was  a South  Carolina  project,  but  I was 
told  of  it  when  I was  in  Memphis,  Tenn.,  yes. 

Mr.  Shriver.  If  this  is  one  good  project,  which  we  assume  it  is, 
and  you  are  asking  $90  million  for  the  rest,  that  is  more  than  10 
percent  of  the  total  that  you  are  asking  for  this  one  project.  Are  you 
asking  for  sufficient  funds  to  meet  the  good  projects  for  the  country  for 
the  balance  of  the  year? 

Mr.  Ruttenberg.  The  cost  of  that  particular  project  for  the 
balance  of  the  year  would  be  $4^  million.  The  other  $5^  million 
would  come  out  of  the  fiscal  1966  budget,  on  the  theory  that  training- 
allowances  are  paid  in  the  fiscal  year  in  which  the  individual  receives 
them. 

Mr.  Shriver.  This  is  in  one  State.  I assume  we  are  spreading 
it  out  throughout  the  country,  and  I wonder  if  it  is  adequate. 

Mr.  Ruttenberg.  Our  total  pending  institutional  projects  amount 
to  almost  $134  million,  which  is  in  excess  of  $103  million,  which  was 
authorized,  and  we  are  asking  for  in  this  supplemental. 

Mr.  Shriver.  Your  shortage  is  not  in  existing  programs  previously 
approved.  Is  this  true? 

Mr.  Ruttenberg.  No;  we  cannot  approve  a program,  of  course, 
unless  we  have  the  funds. 

Mr.  Shriver.  I mean  already  on-going  programs,  the  lack  of  money 
does  not  affect  those  existing  programs  going  on  now  in  the  States? 

Mr.  Ruttenberg.  No. 

Mr.  Shriver.  These  are  new  applications? 

Mr.  Ruttenberg.  New  applications  for  new  projects  to  train 
individuals  for  varying  occupations. 
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EFFECTS  OF  FUND  SHORTAGES 

Mr.  Shriver.  What  effect  is  this  having,  if  any,  in  the  States, 
relative  to  the  new  applications  coming  in,  the  fact  that  you  have  no 
more  money? 

Mr.  Ruttenberg.  Part  of  the  problem,  and  why  more  of  these 
projects  are  not  in  Washington  awaiting  actual  approval,  but  are 
still  in  the  developing  stages  has  to  do  with  the  existing  legislation, 
which  provides,  as  you  know,  as  the  Secretary  said  this  morning,  for 
a 2-to-l  ratio  for  a one-third  matching  in  the  States,  and  there  has 
been  a ruling  in  effect  that  unless  the  Governor  of  the  State  assures 
the  approving  authority  that  the  State  will  have  funds  available  to 
meet  the  one-thu’d  matching  come  July  1,  that  programs  will  not  be 
approvable  and  submitted  for  final  funding. 

We  are  caught  in  that  situation  where  that  is  the  existing  legislation, 
with  the  administration’s  proposal  now  before  the  Congress,  which  is 
not  part  of  our  budget.  What  we  are  talking  about  here  does  provide 
for  a change  in  the  matching  funds,  which  would  have  an  effect  upon 
the  speed  with  which  these  projects  would  come  to  Washington, 
if  the  States  were  assured  that  instead  of  a third,  10  percent  in  cash 
or  kind  as  proposed  by  the  administration. 

CIVIL  RIGHTS  COMPLIANCE 

Mr.  Shriver.  You  mentioned  in  jmur  justification  the  compliance 
forms  from  the  Office  of  Education  in  connection  with  the  Civil 
Rights  Act.  Have  all  the  States  complied? 

Mr.  Ruttenberg.  I would  have  to  ask  Mr.  Dugger,  because  it  is 
an  HEW  responsibility. 

Mr.  Dugger.  I cannot  answer  precisely  in  terms  of  majority.  The 
vast  majority  of  them  are  being  handled.  Also,  many  of  the  local 
districts  have  filed  their  forms  already. 

It  is  really  a holdup,  if  I might  say,  primarily  due  to  the  logistics  . 
problem. 

Mr.  Shriver.  What  kind  of  a form  is  it? 

Mr.  Dugger.  The  form  441  is  a form  that  is  used  by  a local  school  | 
district.  This  is  a rather  small,  I believe,  one-page  front-and-back 
form  for  a local  school  district.  The  forms  that  are  required  from 
the  State  agencies  are  somewhat  more  bulky  than  this.  As  I recall, 
they  are  about  five  pages  in  length,  and  require  considerably  more 
definitive  data. 

These  have  been  received  from  the  vast  majority  of  the  States,  as 
of  this  date,  and  are  being  reviewed  for  purposes  of  acceptance  and 
approval  within  the  next  few  days. 

Mr.  Shriver.  That  is  all  I have. 

Mr.  Fogarty.  Mr.  Duncan? 

COSTS  PER  TRAINEE 

Mr.  Duncan.  You  estimate  another  100,000  trainees,  based  on  this 
$103  million  supplemental  request? 

Mr.  Ruttenberg.  Yes. 

Mr.  Duncan.  That  figures  out  about  $1,030  per  trainee,  and  your 
costs  run  about  $2,200  on  the  first  135,000.  Is  there  an  explanation  of 
this? 
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Air.  Ruttenberg.  Well,  the  average  cost  of  trainees  in  the  fiscal 
year  1965  for  institutional  programs  has  been  $1,325.  The  average 
cost  of  an  OJT,  on-the-job  training  program,  has  been  $500. 

If  we  take  the  actual  training  cost  and  training  allowances,  it  is  on 
those  same  bases  of  distribution  between  those  figures  that  we  have 
arrived  at  a figure  of  100,000  trainees  could  be  supported  by  $103 
million  supplemental. 

You  have  to  remember,  sfi,  the  administrative  costs  are  already 
built  into  the  structm’e,  and  of  the  $103  million  only  $7K  million  of 
the  $103  million  will  go  to  administrative  costs;  $95)2  million  will 
actually  go  to  program  costs. 

Mr.  Duncan.  I just  took  your  figure  off  the  first  page  of  your 
statement,  of  135,000  unemployed  workers  getting  training  in  the  first 
7 months  of  this  fiscal  year,  and  took  the  item  on  page  5,  No.  41, 
$297  million,  and  performed  some  arithmetic  and  get  about  $2,200  for 
a trainee  for  the  first  7 months,  and  a little  over  a thousand  dollars 
for  a trainee  for  your  projected  $103  million. 

Mr.  Ruttenberg.  This  is  the  economy  of  scale.  If  you  spread 
the  overhead  costs  through  7 months,  it  runs  higher  than  if  you  spread 
it  over  12  months. 

Air.  Duncan.  What  is  the  average  length  of  training? 

Air.  Ruttenberg.  The  average  length  of  institution  program  is  28 
weeks,  and  on-the-job  program  is  slightly  less  than  that,  cmrently. 

SUCCESS  OF  TRAINING  PROGRAMS 

Air.  Duncan.  Do  you  have  a record  of  performance  yet  of  people 
at  work?  Do  we  have  any  statistics  shelving  how  many  of  your 
trainees  have  successfully  performed? 

Mr.  Ruttenberg.  Yes,  we  certainly  do,  sir.  We  have  up  through 
now,  if  we  combine  the  whole  program  since  its  inception,  which  was 
in  1962,  there  have  been  312,000  through  the  end  of  1964,  individuals, 
approved  for  training.  Of  the  312,000,  at  the  present  moment,  at 
the  end  of  December  1964,  175,000  were  actually  enrolled  in  programs, 
and  of  that  number,  those  that  have  completed  are  some  80,000,  and 
the  rate  of  placement  runs  73  percent. 

In  other  words,  73  percent  of  the  people  who  have  completed  the 
program  have  been  placed  in  employment,  and  the  overwhelming 
majority  of  them  are  placed  in  jobs  that  are  directly  related  to  the 
training  which  they  took. 

Now,  that  is  a December  figure.  I have  a more  up-to-date  figure, 
if  you  want  it. 

Air.  Duncan.  Put  it  in  the  record,  then,  if  you  will. 

Air.  Ruttenberg.  Yes. 

(The  information  follows:) 


Trainees  in  approved  projects,  August  1962  to  Jan.  31,  1965 322,  439 

Trainees  enrolled  in  courses  as  of  Dec.  31,  1964 192,  000 

Trainees  completing  training  as  of  Dec.  31,  1964 90,  900 

Trainees  placed  in  jobs  as  of  Dec.  31,  1964 68,  100 

Trainees  placed  in  training  related  jobs  as  of  Dec.  31,  1964 60,  000 


Air.  Duncan.  I do  not  see  a correlation  between  the  number  of 
trainees  and  enrollees  in  the  73  percent. 

A4r.  Ruttenberg.  We  approved  a large  number  of  projects  that 
do  not  get  started  right  away. 
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Mr.  Duncan.  I see. 

Mr.  Ruttenberg.  That  is  the  difference  between  the  trainees 
approved  and  those  that  are  enrolled.  That  is  the  difference  between 
the  312,000  and  175,000.  Of  those  175,000  enrolled,  the  courses  run 
in  varying  durations.  Some  80,000  have  completed  their  training,  and 
of  that  80,000  completing  training,  some  73  percent  have  been  placed. 

We  have  312,000  which  have  been  approved  for  training,  of  whom 
only  175,000  are  enrolled  in  projects.  Of  those  enrolled  in  projects, 
80,000  have  been  graduated. 

Mr.  Duncan.  They  are  in  the  175,000? 

Mr.  Ruttenberg.  Yes. 

EXPENDITURE  ESTIMATES 

Mr.  Duncan.  The  only  other  question  I have  is  going  back  to  the 
chairman’s  questions  on  page  1.  Do  I understand  that  the  revised 
column  at  the  bottom  of  the  page  has  been  approved  by  the  Bureau 
of  the  Budget? 

Mr.  Ruttenberg.  The  revised  column,  yes,  sh. 

Mr.  Duncan.  And  the  in -budget  column  reflects  pretty  much 
what  the  President  said  in  his  message  to  Congress? 

Mr.  Ruttenberg.  Yes,  sir. 

Mr.  Fogarty.  Will  the  gentleman  yield? 

You  know  what  that  is?  In  an  effort  to  keep  the  overall  budget 
under  $100  billion,  this  $71  million  is  just  one  of  many  such  items 
where  the  Bureau  of  the  Budget  just  arbitrarily  said  the  expenditures 
won’t  occur  until  after  1966.  This  is  one  way  of  keeping  this  overall 
budget  under  $100  biUion.  This  is  a clear-cut  case  of  skirting  around 
left  end  to  make  the  American  people  think  they  are  not  going  to 
spend  $100  billion  in  1965  or  1966. 

Mr.  Duncan.  That  explanation  would  refer  to  the  column  labeled 
in-budget,  would  it  not,  Mr.  Chairman? 

Mr.  Fogarty.  Yes. 

Mr.  Duncan.  As  I gather  it,  the  revised  item  has  been  done  by  the 
Bureau  of  the  Budget,  and  would  entail  obligations  in  this  fiscal 
year  and  next. 

So  my  next  question  is.  Can  we  conclude  from  that  that  not  only 
Congressmen  but  also  the  President  is  having  trouble  with  the  Bureau 
of  the  Budget? 

Mr.  Fogarty.  I doubt  that  that  is  the  explanation. 

Mr.  Duncan.  I really  did  not  expect  you  to  answer  my  question, 
but  I did  want  it  on  the  record. 

Mr.  Ruttenberg.  I think  I ought  to  say  the  revised  figure  is  the 
revised  figure  we  have  prepared  on  the  basis  of  what  we  think  our 
experience  will  be,  and  we  have  furnished  that  to  the  Bureau  of  the 
Budget. 

Mr.  Duncan.  And  your  revised  figure,  $90  million,  and  next  year 
$13  million,  has  been  approved  by  the  Bureau  of  the  Budget? 

Mr.  Ruttenberg.  It  has  been  submitted  to  the  Bureau  of  the 
Budget.  Whether  it  has  been  actually  officially  approved 

Mr.  Shearer.  It  has  been  submitted  to  them.  We  do  not  have  any 
official  approval  of  it. 

Mr.  Fogarty.  This  is  really  a mixed  up  mess.  This  $71  million. 
I do  not  blame  you  folks.  This  was  a decision  that  was  made  much 
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higher  than  you.  This  is  simply  the  Bureau  of  the  Budget’s  way  of 
keeping  the  overall  budget  under  $100  billion. 

Mr.  Farnum? 

Mr.  Farnum.  No  questions. 

Justification  Material 
Manpower  Development  and  Training  Activities 


1.  Present  appropriation  or  estimate $307,  906,  000 

2.  Additional  amounts  available +2,554,712 


3.  Total  amount  available 310,  460,  712 


4.  Apportionments: 

1st  quarter 300,  493,  842 

2d  quarter 3,  611,  577 

3d  quarter 3,  380,  112 

4th  quarter 2,  975,  181 


5.  Total  apportionments  and  reserves 310,  460,  712 


6.  Obligations: 

1st  quarter  (actual) 153,  650,  732 

2d  quarter  (actual) 77,  293,  652 

3d  quarter  (estimated) 100,  516,  328 

4th  quarter  (estimated) 82,  000,  000 


7.  Total  actual  and  estimated  obligations 413,  460,  712 

8.  Less  total  amount  available 310,  460,  712 


9.  Estimated  supplemental  required 103,  000,  000 


10.  Estimated  supplemental  included  in  latest  budget 103,  000,  000 


11.  Date  needed: 

For  obligation,  Mar.  1,  1965. 

For  expenditure,  Apr.  1,  1965. 

12.  Estimated  expenditures  from  supplemental: 

In  current  fiscal  year 

In  next  fiscal  year 

After  next  fiscal  year 


In  budget 
$10,  000,  000 
22,  000,  000 
71,  000,  000 


Revised 

$90,  000,  000 
13,  000,  000 


Total. 


103,  000,  000  103,  000,  000 
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Manpower  Development  and  Training  Activities 


“For  an  additional  amount  for  ‘Manpower  Development  and  Training  Activities,’ 
$103,000,000.” 

Manpower  development  and  training  activities 


Budget 

request 

Budget 

estimate 

House 

allowance 

Senate 

allowance 

Appropria- 

tion 

1962  

1963  

1964  

Supplement 

1965  

Program  supplement 

$2, 850,  000 
100, 155, 000 
166,  522, 000 
55,  000,  000 
411, 000,  000 
103,  094,  000 

$2, 850, 000 
100, 155, 000 
165,  000, 000 
55,  000,  000 
411,  000,  000 
103,  000,  000 

(1) 

$147,  250 
140,  000,  000 
None 
327, 906,  000 

$2, 850, 000 
75, 147, 250 
110, 000, 000 
24, 300,  000 
307,  906,  000 

None 
$70, 147, 250 
110, 000, 000 
20,  000,  000 
307, 906, 000 

1 Not  considered. 


Amounts  available  for  obligation 


Presently 

available, 

1965 

Revised 

estimate, 

1965 

Change 

Appropriation  or  estimate 

$307, 906, 000 
2, 554,  712 

$410, 906, 000 
2, 554, 712 

+$103, 000, 000 

Appropriation  availa,ble  from  prior  year 

Total  fund  availability  or  estimate 

310, 460, 712 

413, 460,  712 

+103, 000, 000 

Obligations  by  activity 
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Ohligations  T)y  object 


Appropria- 
tion revised, 
1965 

Estimate, 

1966 

1966  Chang  e 

Total  number  of  permanent  positions 

696 

696 

Positions  other  than  permanent...  ...  . 

8 

8 

670 

670 

11  Personnel  compensation.  ._  . . ...... 

$6, 889, 180 
511,  840 
718,  700 
22,  800 
278, 995 
302, 950 
4, 041,456 
120, 135 
109, 160 
297, 465, 496 

$6,  889, 180 
511,840 
718, 700 
22, 800 
278, 995 
302, 950 
4,  041, 456 
120, 135 
109, 160 
400, 465, 496 

12  Personnel  benefits .... 

21  Travel  and  transportation  of  persons  _ ... 

22  Transportation  of  things  . .... 

23  Rent,  communications,  and  utilities . . _ 

24  Printing  and  reproduction  ....  . 

25  Other  services  . _ . . _ _ 

26  Supplies  and  materials..  ......  ... 

-|-$103, 000, 000 

Total  obligations 

310,460,  712 
(356, 900) 

413, 460,  712 
(356, 900) 

-f 103, 000,  000 

W orking  capital  fund  items  included  above ...  . 

Summary  of  changes 

Direct 

appropria- 

tion 

Funds 
available 
from  prior 
year 

Fund 

availability 

1965  appropriation  and  funds  available  from  prior  year 

$307, 906, 000 
410,  906, 000 

$2,  554,  712 
2,  554,  712 

$310, 460,712 
413, 460,  712 

1965  revised  estimate 

Total  change  _ ...  ..... 

-fl03,000, 000 

+103, 000,000 

Program  items: 

Increases: 

To  provide  for  the  expansion  of  the  Manpower  Devel- 
opment and  Training  Act  training  program  during 
1965  to  provide  training  to  an  estimated  100,000  addi- 
tional unemployed  workers.  Current  funds  appro- 
priated for  these  purposes  are  expected  to  be  ex- 
hausted about  Mar.  1.  The  increased  costs  of 
training  services  and  allowance  payments  are 
$95,500,000  and  the  related  State  and  local  services 
costs  are  $7,500,000  ..  . . . 

+103, 000, 000 

Total  change ..  . 

+103,000, 000 

TRAINING  SERVICES  AND  ALLOWANCE  PAYMENTS 

During  the  first  half  of  fiscal  1965  the  training  program  has  moved  at  a very 
rapid  pace  and  the  States  have  maintained  a steady  flow  of  new  project  develop- 
ment. During  the  first  6 months  of  the  fiscal  year,  projects  were  approved  to 
provide  training  to  132,569  unemployed  or  underemployed  persons.  Approxi- 
mately 5,000  more  trainees  were  approved  during  the  first  half  of  fiscal  1965  than 
were  approved  during  ail  of  fiscal  1964.  Trainees  in  institutional  projects  devel- 
oped during  the  first  half  of  fiscal  1965  were  only  approximately  1,000  less  than 
the  number  of  institutional  trainees  approved  during  all  of  fiscal  1964,  while  almost 
6,000  more  trainees  in  on-job-training  programs  were  approved  during  the  first 
half  of  fiscal  1965  than  were  approved  during  fiscal  1964. 

Preliminary  reports  as  of  February  1,  1965,  indicate  that  $224.7  of  the  $245 
million  presently  appropriated  for  direct  program  expenses  during  fiscal  1965  has 
been  committed.  This  presently  includes  $50.1  million  to  cover  allowance 
payments  being  made  to  individuals  enrolled  in  training  courses  approved  during 
fiscal  1964  which  were  not  financable  from  the  1964  appropriation  and  $174.6 
million  for  fiscal  1965  expenses  of  projects  approved  since  July  1,  1964.  To 
complete  the  estimated  total  costs  for  these  1965  projects,  there  is  a $26  million 
commitment  to  cover  allowance  payments  made  after  June  30,  1965. 

It  is  presently  estimated  that  all  available  funds  under  the  current  appropriation 
will  be  committed  by  March  1965.  Continuation  of  the  program  for  the  balance 
of  the  fiscal  year  at  approximately  the  same  pace  achieved  to  date  will  require  the 
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full  1965  appropriation  authorized  under  the  act  for  1965.  The  Department  is 
therefore  requesting,  for  early  approval,  a supplemental  appropriation  of  $103 
million  in  order  to  continue  the  Manpower  Development  and  Training  Act 
training  program  through  the  fiscal  year.  Of  this  amount,  $95,500,000  is  for 
direct  program  expenses.  The  basis  for  the  estimate,  including  1965  experience 
to  date,  is  shown  in  the  following  table.  The  estimate  represents  fiscal  1965 
commitments  and  provides  for  100,000  trainees.  Allowance  payments  to  be 
made  to  these  trainees  after  June  30,  1965,  are  estimated  to  be  $56.4  million. 

During  January  there  has  been  a temporary  interruption  in  funding  of  institu- 
tional projects.  Effective  January  1,  1965,  State  educational  agencies  are 
required  by  the  Department  of  Health,  Education,  and  Welfare  to  file  compliance 
forms  with  the  U.S.  Office  of  Education  on  implementation  of  title  VI  of  the  Civil 
Rights  Act  of  1964.  Pending  receipt  of  the  forms.  Manpower  Development  and 
Training  Act  institutional  projects  were  not  funded  but  projects  which  have  been 
developed  during  this  period  will  be  approved  and  funded  as  soon  as  the  requisite 
forms  are  received  by  the  Department  of  Health,  Education,  and  Welfare. 


Estimate  of  Manpower  Development  and  Training  Act  training  activities,  fiscal 

year  1965 


Period 

Trainees  provided  through 
projects  approved  in  fis- 
cal 1965 — Occupational 
training 

1965  obligations  (millions) 

Current 

appropriation 

Supplemental 

request 

Current 

appropriation 

Supplemental 

request 

Allowance  payments  in  fiscal  1964  to  trainees  in 
projects  approved  in  fiscal  1963,  estimated  as 
of  Mar.  1,  1965 

$49.1 

34.5 
21.2 
24.2 
27^3 

44.5 

20.5 
2.4 

3 21.3 

July  1964  

23, 032 
19,  031 
17,  709 

19,  045 
33, 335 

20,  417 
2,  704 

3 24,  727 

August  1964  . 

September  1964 

October  1964  __  

November  1964 

December  1964  _ 

January  1965  1 2 

February  1965  . - . _ . . 

March  1965 

3 30, 000 
3 25.  000 
3 25. 000 
3 20,  000 

3 $32. 9 
3 24.5 
3 22.1 
3 16.  0 

April  1965 

Mav  1965 

June  1965 

Total  program 

160, 000 

100, 000 

245.0 

95.5 

1 Temporary  interruption  in  funding  of  institutional  training  projects  pending  filing  of  required  compliance 
forms  on  titles  VI  of  Civil  Rights  Act  of  1964  by  State  educational  agencies  with  U.S.  Office  of  Education, 
required  effective  Jan.  1, 1965. 

2 Figures  for  January  1965  are  preliminary. 

3 Estimated. 
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STATE  AND  LOCAL  SERVICES 
State  employment  security  agencies 

State  employment  security  agencies  (and  their  local  offices)  are  responsible  for: 
(1)  determining  the  occupations  in  which  there  is  a need  for  training;  (2)  essential 
screening,  application  taking,  and  counseling  of  individuals  prior  to  their  taking 
training;  (3)  selecting,  inclucling  testing,  of  individuals  for  training;  (4)  determin- 
ing entitlements  and  making  training  allowances  and  subsistence  payments  to 
persons  who  are  eligible  for  such  payments  under  the  act;  (5)  placing  individual 
in  jobs  after  training,  including  followup.  In  the  administration  of  the  program 
the  State  agencies  provide  continuing  technical  services  to  their  local  offices  and 
carry  on  program  review  and  evaluation.  They  work  in  close  cooperation  with 
their  counterpart  State  vocational  education  agencies  in  the  promulgation, 
development,  and  review  of  all  institutional  training  projects  and  with  State 
apprenticeship  agencies  relative  to  on-the-job  training  projects  and,  within  their 
area  of  responsibility,  recommend  them  for  Federal  review  and  approval. 

The  total  additional  funds  required  for  the  State  employment  security  agencies 
for  1965  are  $7,500,000.  The  funds  are  required  for  the  selection  and  referral  of 
trainees  and  for  the  processing  of  allowance  payments  for  the  estimated  additional 
100,000  trainees  to  be  provided  by  this  estimate.  The  funds  are  distributed  as 
follows: 


Selection,  referral,  and  placement $5,  500,  000 

Payment  of  trainee  allowances 2,  000,  000 

Total 7,  500,  000 


Bureau  of  Employment  Security 

WITNESSES 

ROBERT  C.  GOODWIN,  ADMINISTRATOR 
W.  R.  CURTIS,  DEPUTY  ADMINISTRATOR 

JACK  HURT,  ACTING  DIRECTOR,  U.S.  EMPLOYMENT  SERVICE 
WILLIAM  U.  NORWOOD,  JR.,  DIRECTOR,  UNEMPLOYMENT  IN- 
SURANCE SERVICE 

JACK  S.  DONNACHIE,  DEPUTY  DIRECTOR,  OFFICE  OF  FARM  LABOR 
SERVICE 

MARSHALL  C.  MILLER,  CHIEF,  OFFICE  OF  VETERANS  EMPLOYMENT 
SERVICE 

HERBERT  A.  MEYER,  CHIEF,  DIVISION  OF  APPROPRIATIONS  AND 
FEDERAL  FISCAL  ACTIVITIES 

V.  S.  HUDSON,  DEPUTY  ASSISTANT  SECRETARY  FOR  ADMINISTRA- 
TION 

RICHARD  E.  MILLER,  DIRECTOR,  OFFICE  OF  BUDGET  ADMIN- 
ISTRATION 

Mr.  Fogarty.  We  are  going  to  take  up  the  other  three  supplemental 
items  with  Mr.  Goodwin,  and  then  we  will  recess  until  tomorrow 
morning  and  start  with  you,  Mr.  Goodwin,  and  follow  with  Mr. 
Murphy  on  your  1966  request. 

You  have  two  short  statements,  one  page  apiece.  Do  you  care  to 
read  them? 

Farm  Labor  Program 

Mr.  Goodwin.  Do  you  want  the  farm  labor  supplementals  first? 
Mr.  Fogarty.  Yes,  I think  that  would  be  the  best. 

Mr.  Goodwin.  All  right. 
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General  Statement 

The  Mexican  farm  labor  program  which  has  operated  on  temporary- 
legislation  since  1951  was  not  extended  by  the  Congress  last  session, 
and  the  program  ended  on  December  31,  1964.  ML  Mexican  farm- 
workers were  returned  to  Mexico  at  the  end  of  the  year,  and  no  new 
entrants  have  been  authorized. 

We  have  asked  farmers  to  seek  their  workers  from  domestic  sources. 
The  Department  believes  that  domestic  labor  is  available  to  meet  the 
need  and  can  be  recruited  to  replace  the  foreign  workers  if  wages  and 
working  conditions  are  improved. 

The  complexities  and  range  of  the  problem  will  require  a concerted 
effort  on  the  part  of  the  Bureau  and  the  State  employment  security 
agencies.  Last  season  there  were  some  178,000  Mexican  workers  on 
our  farms,  and  this  year  they  must  be  replaced  with  domestic  workers. 

SUPPLEMENTAL  REQUEST 

This  estimate  provides  for  increased  staff  for  both  Federal  and 
State  administration.  For  the  ‘‘Salaries  and  expenses,  Bureau  of 
Employment  Security,^’  65  positions  and  $178,000  for  the  last  quarter 
of  fiscal  year  1965  are  requested.  For  the  State  agencies,  under 
“Grants  to  States  for  unemployment  compensation  and  employment 
service  administration,”  $560,000  will  be  needed  for  the  same  period. 

This  estimate  also  includes  $449,500  for  pay  increases  for  “Salaries 
and  expenses.  Bureau  of  Emploj^ent  Security,”  pursuant  to  Public 
Law  88-426.  In  accordance  with  section  125(a)  of  the  act,  this 
estimate  is  a net  amount  after  absorption  of  10  percent  of  the  total 
cost,  and  is  required  to  finance  the  current  year  base  staff  of  the 
Bureau  in  1965. 

Mr.  Chairman,  this  concludes  my  statement. 

Mr.  Fogarty.  The  supplemental  request  for  “Salaries  and  ex- 
penses” is  the  $627,500  of  which  $178,000  is  for  65  additional  positions, 
and  the  remainder  is  for  pay  costs.  The  request  for  “Grants  to 
States”  is  $560,000  for  318  additional  positions. 

REASON  FOR  SUPPLEMENTAL 

Both  of  these  are  for  the  sole  purpose  of  strengthening  the  farm 
placement  activities  in  order  to  assure  sufficient  domestic  farm  labor 
to  offset  any  adverse  effects  from  the  expiration  of  Public  Law  78,  and 
mandatory  pay  costs. 

Is  that  the  reason? 

Mr.  Goodwin.  Yes.  The  two  farm  items,  that  is  the  reason. 

Mr.  Fogarty.  Why  was  not  this  budgeted  for  in  the  regular  1965 
budget,  then? 

Mr.  Goodwin.  Well,  we  did  not  have  a final  decision  on  the 
Mexican  pogram  at  that  time.  There  was  still  legislation  under 
consideration. 

Mr.  Fogarty.  It  has  appeared  that  this  program  might  expire 
before  and  then  it  didnT. 

Mr.  Goodwin.  Yes.  We  did  not  have  an  opportunity  to  present 
it  after  the  picture  became  clear. 
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OTHER  PROGRAMS  FOR  MIGRATORY  LABOR 

Mr.  Fogarty.  In  several  places  you  describe  proposed  activities, 
such  as  assisting  communities  to  set  up  educational  and  health  services 
for  migrants,  day  care  facilities,  youth  work  camps,  and  so  forth. 

Now,  we  hear  testimony  from  others  like  the  Bureau  of  Labor 
Standards,  Public  Health  Service,  Children's  Bureau,  and  Office  of 
Economic  Opportunity,  on  every  one  of  the  activities  of  this  type  that 
you  mention. 

Would  it  not  be  more  efficient  to  have  one  or  two  agencies  doing 
these  things,  instead  of  six  or  eight?  What  do  you  think  about  it? 

Mr.  Goodwin.  The  duties  that  are  involved  here  are  quite  differ- 
ent between  our  operation  and  the  Bureau  of  Labor  Standards.  The 
Bureau  of  Labor  Standards  works  primarily  with  State  departments 
of  labor,  and  other  departments  of  State  government,  and  to  some 
extent  with  groups  interested  in  legislation  for  farmworkers.  Their 
principal  objective  is  to  induce  the  States  to  pass  appropriate  State 
legislation  to  deal  with  this  problem. 

The  Employment  Service  deals  with  each  problem  and  its  operat- 
ing aspects  in  working  with  communities  where  labor  from  outside 
the  community  is  needed,  in  trying  to  get  that  community  to  develop 
a program  which  wiU  help  in  the  recruitment  of  migratory  workers. 

So  that  the  responsibilities  are  quite  different,  here,  and  I doubt 
very  much  whether  it  would  be  advisable  to  try  to  put  them  together. 

Mr.  Fogarty.  Education  of  these  children,  medical  care,  and  day 
care  centers — the  antipoverty  program  and  HEW  are  also  in  this, 
are  they  not? 

Mr.  Goodwin.  That  is  right.  Housing  is  part  of  it.  We  get  into 
it  from  the  standpoint  of  working  with  the  local  communities  and 
asking  them  to  set  up  adequate  programs  in  these  areas. 

Some  of  these  programs  get  assistance,  too,  from  HEW,  for  instance 
on  the  education  end  of  it.  I do  not  think  it  would  be  advisable  to 
put  the  two  together  because  we  deal  only  with  the  personnel  in  the 
Employment  Service,  as  a part  of  its  responsibility  in  working  with 
the  local  community. 

Unemployment  Compensation  of  Federal  Employees  and  Ex- 

servicemen 

Mr.  Fogarty.  We  will  put  your  other  statement,  on  the  unemploy- 
ment compensation  item  in  the  record. 

(The  statement  follows:) 

Mr.  Chairman,  the  1965  supplemental  for  unemployment  compensation  for 
Federal  employees  and  ex-servicemen  which  is  before  you  was  based  on  experience 
through  December  1964.  It  indicates  that  the  mandatory  costs  of  unemploy- 
ment benefits  paid  to  Federal  employees  and  ex-servicemen  in  fiscal  year  1965 
will  amount  to  $143  million.  This  is  $17  million  over  the  $126  million  appro- 
priated for  this  purpose. 

Since  submitting  this  supplemental  to  the  Congress,  expenditure  information 
for  January  has  become  available.  In  addition,  we  now  have  preliminary  claims 
information  for  February.  This  information  indicates  that  the  full  amount  of  the 
supplemental  request  will  not  be  needed.  It  is  impossible  to  forecast  precisely 
what  the  need  will  be,  but,  if  present  trends  continue,  the  request  can  be  reduced 
by  about  $3  million. 

The  principal  reason  for  the  reduction  is  that  there  have  been  fewer  claims 
from  ex-servicemen  than  had  been  assumed,  apparently  reflecting  the  ability 
of  military  releasees  to  And  jobs  fairly  readily  in  the  civilian  economy. 
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While  the  need  is  reduced,  it  is  clear  that  a supplemental  amount  will  be 
needed.  Since  this  appropriation  is  the  only  source  of  funds  to  pay  these  statu- 
torily required  benefits,  payments  must  be  suspended  when  funds  are  depleted. 
In  the  absence  of  congressional  action  on  the  supplemental  request,  this  would 
occur  during  the  latter  part  of  May. 

Mr.  Chairman,  this  concludes  my  statement  on  the  supplemental  estimate  for 
unemployment  compensation  for  Federal  employees  and  ex-servicemen. 

PROGRAM  TREND 

Mr,  Fogarty.  The  request  is  for  $17  million,  which  would  make 
the  total  appropriation  for  1965  $143  million,  compared  with  $152 
million  for  1964.  So  even  with  the  supplemental,  the  cost  of  this 
program  is  going  down  a little. 

The  number  of  individuals  drawing  this  compensation  is  going 
down  even  more  than  the  dollar  figures,  because  of  some  increase  in 
benefits  and  extended  eligibility  periods.  Is  that  not  right? 

Mr.  Goodwin.  That  is  correct,  sir. 

REDUCTION  OF  REQUEST 

Mr.  Fogarty.  Under  this  law,  this  has  to  be  paid  if  the  estimated 
claims  materialize.  Do  you  have  any  reason  to  change  the  estimates 
on  which  this  request  was  based? 

I notice  since  you  first  got  the  request  up,  you  say  now  this  can  be 
reduced  by  $3  million. 

Mr.  Goodwin.  We  based  this  original  request  on  our  estimate  of 
the  situation  as  of  the  end  of  the  year.  Since  then  we  have  later 
experience  and  information.  This  is  refiected  in  an  improved  situa- 
tion in  employment,  and  in  our  opinion  the  request  could  now  be 
reduced  by  about  $3  million. 

Mr.  Fogarty.  The  justifications  will  be  in  the  record,  but  will 
you  revise  the  1965  estimated  column  on  page  60  to  conform  with 
the  revised  estimates? 

Mr.  Goodwin.  Yes,  sir. 

(The  justifications  referred  to  appear  at  p.  121.) 

Mr.  Fogarty.  Mr.  Duncan? 

transition  from  foreign  workers 

Mr.  Duncan.  Nothing,  except  I aru  pleased  to  see  on  page  3 of  the 
justification,  your  increase  in  the  agricultural  area,  a statement  that 
the  Bureau  is  prepared  to  take  account  of  any  extenuating  circum- 
stances that  may  temporarily  impede  the  full  transition,  and  will  be 
prepared  to  approve  emergency  importations  under  Public  Law  414. 

Mr.  Goodwin.  Yes,  sir. 

Mr.  Duncan.  You  are  confident  that  the  supplemental  appropria- 
tion that  you  are  asking  will  enable  you  to  handle  the  forthcoming 
growing  season? 

Mr.  Goodwin.  We  think  so,  yes,  sir. 

Mr.  Duncan.  This  point  was  covered  in  the  oral  testimoney  of  the 
Secretary,  but  not  necessarily  as  satisfactorily  as  you  have  set  it  out 
here  in  your  justification. 

That  is  all  I have. 
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Mr.  Fogarty.  Mr.  Goodwin  has  lived  with  this  law  since  it  was 
enacted. 

Mr.  Duncan.  So  have  I,  Mr.  Chairman. 

Mr.  Fogarty.  Mr.  Shriver? 

Mr.  Shriver.  We  are  familiar  with  the  way  you  have,  sir. 

Mr.  Duncan.  Incidentally,  I would  like  to  say  for  the  record,  too, 
Mr.  Chauman,  if  I may,  when  I suggested  in  the  discussion  with  Mr. 
Wirtz  a philosophy  on  the  part  of  growers  with  which  I did  not  agree; 
namely,  that  the  full  responsibility  was  with  the  Government,  I drew 
that  from  a single  article  in  a trade  journal  I read  emanating  out  of 
California. 

It  is  not  the  attitude  that  I find  in  the  growers  in  my  own  area  who 
have  turned  over  every  stone,  I believe,  to  satisfy  their  needs. 

Mr.  Goodwin.  They  have  done  it  to  a large  degree.  My  recollec- 
tion is  there  were  only  185  foreign  workers  in  your  area  last  year. 

Mr.  Duncan.  A small  amount. 

Mr.  Shriver.  This  matter  has  been  fuUy  discussed  today,  but  I 
am  curious  to  know  how  much  is  asked  for  1966  in  connection  with  the 
farm  labor  services. 

Mr.  Goodwin.  We  have  annualized  this. 

Mr.  Duncan.  If  you  wiU  yield,  on  page  16  of  the  Secretary’s 
program,  he  has  it  at  $2,830,000  on  an  annual  basis  for  1966. 

Mr.  Shriver.  Thank  you. 

That  is  all  I have. 

Mr.  Fogarty.  Mr.  Farnum? 

Mr.  Farnum.  No  questions. 

Mr.  Fogarty.  We  will  place  the  justification  material  in  the  record 
and  if  the  request  for  the  pay  act  supplemental  comes  up  in  time, 
prepare  the  formal  justifications  for  this  hearing  record. 

Justification  Material 

Program  to  Strengthen  Domestic  Farm  Labor  Program 

GENERAL  STATEMENT 

Need  for  expansion  and  strengthening  of  the  farm  labor  services 

The  Bureau  of  Employment  Security  finds  it  very  necessary  to  immediately 
expand  the  Federal-State  staff  resources  and  programs  serving  the  interests  of 
agricultural  workers  and  employers.  The  need  for  this  action  stems  from  the 
termination  on  December  31,  1964,  of  the  Mexican  farm  labor  program  (Public 
Law  78),  which  has  operated  without  break  for  14  years.  Under  this  program 
thousands  of  Mexican  farmworkers  were  imported  each  year  for  seasonal  employ- 
ment on  U.S.  farms.  The  volume  of  these  workers  has  ranged  from  a high  of 
445,000  in  1956  to  178,000  in  1964  when  it  served  the  supplemental  labor  needs  of 
some  25,000  crop  growers  in  17  States. 

In  terminating  the  Mexican  farm  labor  program  it  was  the  intent  of  the  Con- 
gress that  reliance  on  this — and  other — forms  of  foreign  seasonal  farm  labor  shall 
cease,  and  that  henceforth  the  American  farmers  concerned  must  look  more 
earnestly  to  American  farmworkers  to  satisfy  their  seasonal  labor  needs.  Im- 
plicit, therefore,  in  the  congressional  action  was  the  intent  that  it  should  extend 
to  the  seasonal  importations  of  all  foreign  agricultural  labor,  such  as  the  British 
West  Indians,  Bahamians,  and  Japanese,  which,  in  1964  totaled  28,664  workers 
employed  in  13  States.  The  combined  total  of  all  elements  of  foreign  seasonal 
labor  in  1964  was  206,400,  and  involved  26  States.  Principal  details  are  as 
follows: 
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Table  A 


Mexican 

Other 

foreign 

Total 

A ri/nnfl  _ 

16, 768 
4, 572 
112,  096 
8, 615 

16,768 
4, 572 
113,821 
8, 615 
14,412 
7,812 
10, 140 
18, 174 

/\  _ _ __  

California  - - 

1, 725 

Pnlnradn  _ 

Florida  

14, 412 
7,812 
211 
3 

Main©  

Michigan  - 

9,  929 
18, 171 

Total  

170, 151 
7,  585 

24, 163 
4,  501 

194, 314 
12,  086 

18  StatPS  - 

All  26  States  

177,  736 

28,  664 

206,  400 

A year  has  elapsed  since  the  Congress  put  growers  on  notice  of  its  intent  and 
purpose.  These  growers  now  face  a new  crop  year  and  the  need  to  replace  with 
U.S.  workers  the  206,400  foreign  workers  who  were  employed  in  1964.  The 
Bureau  of  Employment  Security  is  committed  by  law  to  give  these  agricultural 
employers,  and  all  other  American  farmers,  the  fullest  possible  assistance  in 
meeting  their  labor  needs.  The  Bureau  has  an  equal  obligation  to  assist  jobless 
farmworkers  in  locating  suitable  employment.  The  task  of  replacing  the  foreign 
labor  will  be  difficult,  but  it  can  and  should  be  done,  and  with  the  least  possible 
delay.  But  to  accomplish  this  transition,  additional  means  are  necessary. 
Existing  staff  and  other  resources  in  the  Federal-State  employment  system  are 
too  low  to  achieve  the  purpose,  hence  the  need  for  this  supplemental  estimate. 

The  general  explanation  given  by  employers  for  the  long  continuance  of  foreign 
labor  in  American  agriculture  has  been  that  U.S.  workers  will  not  or  cannot  do 
the  arduous  types  of  work  performed  by  the  foreign  workers — particularly  that 
class  of  labor  commonly  referred  to  as  ‘‘stoop”  labor.  This  is  factually  incorrect. 
For  example,  at  the  peak  of  farmwork  (July  15)  in  1964,  when  1,290,900  persons 
were  seasonally  employed,  only  4 percent  of  this  labor  was  foreign,  yet  a high 
percentage  of  all  work  involved  at  the  time  was  in  the  “stoop”  labor  class.  More- 
over, when  considering  the  12  highest  labor-using  jobs  in  the  “stoop”  category — 
taking  both  cultural  and  harvesting  activities — the  record  shows  that  foreign 
labor  accounted  for  no  higher  than  a 10.7  monthly  average  of  the  total  involved. 
These  crops,  and  the  percentage  of  foreign  labor  in  each,  averaged  throughout  the 
year  at  midmonth,  are  shown  below. 


Table  B 


Percent 

Crop : foreign 

Tomatoes 20.  6 

Cucumbers 20.4 

Lettuce 36.  0 

Asparagus 15.  2 

Beans 2.  9 

Potatoes 3.  6 


Percent 


Crop — Continued  foreign 

Strawberries 12.  1 

Melons 21.  3 

Grapes 3.  2 

Cotton 4.  2 

Sugarbeets 15.  4 

Sugarcane 31.5 


It  is  evident  from  the  above  that  U.S.  workers  perform  most  of  the  so-called 
stoop  labor  in  the  country.  The  Bureau  contends  that  domestic  workers  could 
perform  all  of  it  were  the  conditions  right.  The  Bureau  joins  with  many  au- 
thorities who  hold  that  the  greatest  impediment  to  the  full  utilization  of  U.S. 
farmworkers  has  been  the  year -after -year  employment  of  foreign  workers  in  a 
community.  It  was  not  a matter  of  racial  prejudice,  simply  one  of  economics. 
In  many  such  communities  foreign  workers  dominated  certain  seasonal  activities, 
causing  wage  rates  and  employment  conditions  to  become  static  because  of  their 
exclusion  from  the  influences  of  competition.  Knowing  this,  many  U.S.  farm- 
workers— local  and  migratory — looked  upon  the  presence  of  foreign  workers  as 
the  loss  of  opportunity  for  domestic  workers  to  make  optimum  earnings,  and 
would  frequently  look  elsewhere.  The  introduction  of  “adverse  effect”  wage 
rates  by  the  Department  of  Labor  helped  to  bring  some  improvements  in  this 
area,^  but  they  were  no  substitute  for  wage  levels  achievable  through  the  com- 
petitive forces  of  a free  market.  These  circumstances,  viewed  in  relationship 
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with  the  availability  of  foreign  labor,  have  combined  to  help  prolong  the  foreign 
labor  programs  over  the  years. 

It  should  be  stated  that  U.S.  use  of  foreign  seasonal  farm  labor,  in  a formal 
sense,  began  during  World  War  II,  and  in  one  form  or  another  has  continued 
for  over  20  years.  In  that  time  strong  patterns  of  dependability  and  use  had 
developed  and  persisted,  particularly  in  respect  to  the  eight  States  shown  in 
table  A,  and  which  collectively  employed  94  percent  of  all  foreign  labor  in  1964. 
Four  of  the  States  (Arizona,  California,  Florida,  and  Texas)  employed  79  percent 
of  the  total,  while  California  alone  accounted  for  55  percent  of  it.  Eighteen  other 
States  among  them  used  4 percent  of  foreign  labor  in  1964.  Apart  from  all 
other  considerations,  foreign  labor  has  two  distinct  advantages  from  an  employer’s 
viewpoint:  (1)  It  is  a prime  labor  force — all  male  and  physically  fit;  and  (2) 
when  the  employer  is  a user -member  of  an  association  (as  in  most  cases),  he  may 
draw  or  return  the  labor  to  the  association  as  his  needs  dictate.  Thus,  for  most 
growers  who  have  consistently  used  this  labor  over  the  years,  it  represents  the 
cadre  of  insured  job  performance;  for  others  it  represents  the  main  body  of  their 
seasonal  work  force.  In  respect  to  both  groups,  a high  degree  of  dependability 
has  been  built  around  this  foreign  labor,  and  separation  from  it  will  not  be  easy 
for  either  group. 

The  Bureau  holds  that  effective  transition  from  foreign  to  domestic  labor  in 
all  States  involved  can  be  accomplished  through  improved  wages,  employment 
conditions,  and  housing  facilities.  Yet  even  with  these  improvements,  the  Bureau 
cannot  assure  that  the  transition  can  be  completely  achieved  in  1965.  It  gives 
recognition  to  the  fact  that  82  percent  of  all  Mexican  labor  in  1964  was  employed 
in  three  States,  while  another  State  utilized  75  percent  of  the  15,000  British 
West  Indians.  Particular  problems  will  occur  in  these  and  perhaps  a few  other 
States.  Consequently,  the  Bureau  is  prepared  to  take  account  of  any  extenuating 
circumstances  that  may  temporarily  impede  the  full  transition  to  all-domestic 
work  crews,  and  will  be  prepared  to  approve  emergency  importations  under 
Public  Law  414.  However,  these  will  be  strictly  governed  by  the  regulations 
of  the  Secretary  of  Labor  issued  on  December  19,  1964.  A key  element  of  these 
regulations  is  the  specifying  of  wage  levels  which  are  consistent  with  the  principles 
of  Public  Law  414. 

It  is  conservatively  estimated  that  one-third  more  domestic  workers,  or  275,000 
will  be  needed  to  replace  the  206,000  foreign  workers  employed  in  1964.  (A  study 
by  Michigan  State  University  showed  that  in  order  to  produce  as  many  as  15,000 
foreign  workers  then  utilized  in  Michigan,  it  will  be  necessary  to  replace  them 
with  25,000  domestic  workers,  thus  indicating  a ratio  of  1.7  domestic  workers  for 
1 Mexican  worker.  The  Bureau  believes  this  ratio  can  be  scaled  down,  as  indi- 
cated above.)  The  task  of  locating  roughly  275,000  additional  domestic  workers, 
many  of  whom  must  be  interstate  migratory  workers,  will  be  formidable.  It  is 
significant  that,  of  the  more  than  3 million  persons  who  perform  farmwork  for 
pay,  almost  half  work  fewer  than  25  days  during  the  crop  season.  It  should  be 
recognized  also  that  the  nature  of  agricultural  activities  and  agricultural  labor 
has  undergone  great  changes  in  the  last  two  decades.  There  has  been,  and 
continues  to  be,  a marked  trend  away  from  small  diversified  farms  to  large, 
specialized  farms  with  high  seasonal  labor  needs.  In  consequence,  for  most  crops 
and  in  most  areas,  a new  labor  force  is  assembled  each  season  for  work  during 
short,  critical  cultivation  and  harvest  periods.  In  effect  these  workers  constitute 
a marginal  labor  force,  unevenly  distributed  in  a geographical  sense,  yet  a force 
on  which  farmers  must  depend.  Historically,  these  characteristics,  along  with 
certain  economic  and  other  factors,  are  fundamentally  responsible  for  a very  high 
turnover  rate.  This  in  turn  requires  constant  recruitment  throughout  the 
harvest  season,  and  engages  to  the  full  the  resources  of  the  Federal-State  employ- 
ment service  system  currently  available  to  serve  the  agricultural  public. 

The  Bureau  believes  substantial  additional  domestic  labor  is  available,^  and 
can  be  recruited  to  replace  the  foreign  workers.  But  this  cannot  be  accomplished 
with  the  limited  staff  and  facilities  presently  available  in  the  Bureau  or  within 
the  State  agencies.  The  Federal-State  employment  service  system  must  have 
added  resources  so  that  all  geographic  areas  can  be  reached — no  matter  how 
remote — where  pools  of  unemployed  workers  reside;  it  must  have  greater  cap- 
ability for  stimulating  interest  among  the  unemployed  population,  and  for  gaining 
the  fullest  cooperation  of  agricultural  employers.  It  must  have  increased  re- 
sources to  insure  that  workers  recruited  through  the  Federal-State  employment 
service  system  are  accorded  the  essential  protections  with  respect  to  safe  trans- 
portation, adequate  housing,  and  payment  of  prevailing  wage  rates.  In  brief. 
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a stronger  and  improved  operating  structure  in  the  farm  placement  field  is  needed, 
within  the  framework  of  the  Federal-State  employment  service  system. 

With  the  ending  of  Public  Law  78,  it  is  likely  that  sharp  competition  for  ex- 
perienced domestic  workers  will  develop  and  that  many  of  these  will  be  diverted 
from  their  former  seasonal  employers.  In  consequence,  new  shortages  are  likely 
to  occur  in  many  additional  areas  and  States,  thus  creating  the  need  for  consider- 
ably more  recruitment  actions. 

The  expanded  services  contemplated  in  this  estimate  are,  of  course,  concerned 
with  the  immediate  task  of  replacing  the  supplemental  Mexican  and  other  foreign 
labor  forces.  However,  the  Bureau  is  also  concerned  with  the  need  for  preventing 
developments  which  could  result  in  economic  loss  to  the  United  States.  Briefly, 
in  the  absence  of  the  foreign  work  force,  any  widespread  failure  to  have  adequate 
domestic  labor  in  the  right  places,  and  at  the  right  times,  could  result  in  economic 
loss  to  crop  growers,  food  processors,  and  to  local  enterprises. 

The  Bureau  proposes  the  following  broad  actions  to  meet  the  problems  resulting 
from  the  termination  of  Public  Law  78.  All  of  these  actions  are  more  fully  de- 
scribed in  the  salaries  and  expenses  portion  of  this  estimate. 

1.  Introduce  new  and  improved  administrative  machinery  and  operating 
methods  to  facilitate  geographic  mobility  of  farmworkers  through  intensified 
recruitment  in  areas  of  persistent  rural  unemployment  and  underemployment. 

2.  Revitalize  recruitment  and  placement  services  in  local  farm  areas  and  nearby 
urban  areas;  place  concentrated  emphasis  on  specialized  programs  for  youth 
live-in  and  day-haul  programs. 

3.  Within  the  national  system  of  employment  offices,  place  increased  emphasis 
on  the  significance  of  agricultural  employment,  and  the  need  to  meet  increased 
skill  needs  in  agriculture  through  institutional  and  on-the-job  training. 

4.  Apply  the  Secretary’s  regulations  on  interstate  recruitment  to  extend  the 
greatest  possible  protection  to  the  many  additional  thousands  of  interstate  mi- 
gratory families  against  unsafe  transportation,  unsanitary  housing,  and  less  than 
prevailing  wage  rates. 

5.  Provide  State  agencies  with  more  technical  assistance  from  the  Bureau’s 
national  office  in  all  forms  of  recruitment  practices;  update  and  provide  additional 
publicity  for  gaining  wider  worker  interest  in  and  acceptance  of  farmwork. 

6.  Develop  and  introduce  to  State  agencies  new  and  improved  methods  for 
identifying  changes  in  the  structure  of  farm  labor  and  of  forecasting  farm  labor 
needs,  and  movable  surpluses. 

7.  Improve  the  competence  and  professional  capabilities  of  farm  employment 
service  staff  and  provide  for  more  effective  evaluation  of  the  quality  of  program 
performance  and  local  office  farm  placement  operations. 

8.  Strengthen  State  agency  farm  placement  staff  and  facilities,  including  the 
establishment  of  necessary  seasonal  farm  labor  offices. 

This  estimate  would  provide  the  additional  resources  required  to  take  these 
actions  in  the  last  quarter  of  fiscal  year  1965. 

Pay  increase  pursuant  to  Public  Law  88-426 

This  estimate  includes  $449,500  for  pay  increases  pursuant  to  Public  Law 
88-426.  In  accordance  with  section  125(a)  of  the  act,  this  estimate  is  a net 
amount  after  absorption  of  10  percent  of  the  total  cost  and  is  required  to  finance 
the  current  year  (base)  staff  in  1965. 
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Limitation  on  salaries  and  expenses,  Bureau  of  Employment  Security 


Thousands 

1.  Present  appropriation  or  estimate $13,  325 

2.  Additional  amounts  available +235 

3.  Total  amounts  available 13,  560 

4.  Total  actual  and  estimated  obligations 14,  187 

5.  Less  total  amount  available 13,  560 

6.  Estimated  revised  amount  required 627 


7.  Estimated  revision  included  in  latest  budget 

8.  Date  needed: 

For  obligations,  Apr.  1,  1965. 

For  expenditure,  Apr.  1,  1965. 

9.  Estimated  expenditures  from  revision: 

In  budget  Revised 

In  current  fiscal  year 627 

In  next  fiscal  year 1,  096  

After  next  fiscal  year 


Total 1,096  627  i 

II 

Salaries  and  expenses,  Bureau  of  Employment  Security  I: 

Manpower  Administration 


^ “For  an  additional  amount  for  ‘Limitation  on  Salaries  and  Expenses  (Trust 
Fund),’  $627,500.” 


Budget 

request 

Budget 

estimate 

House 

allowance 

Senate 

allowance 

Appropri- 

ation 

1955  

1956  

1957  

1958  

1959- 

1960. 

1961  

1962  

1963  

1964  

1965  

Pay  supplemental 

$5,988, 000 
6, 263,380 
5, 812, 200 
6,951,500 
8,672,300 
7,317,800 
11,466,000 
11,308,  000 

14.973. 800 

13.948. 800 
14, 134,  000 

449,500 
253, 000 

$5,150,000 
5, 579, 100 

5. 765. 000 
6, 609,900 
7,387, 500 

7. 262. 000 
9,  529, 500 

10. 758. 000 
13,323, 800 
13, 430,  000 

13.471.000 
449,  500 
178, 000 

$4,650, 000 
4, 942, 500 
5,  558, 000 
5,809,900 
7, 091,800 

7. 262. 000 

7.900.000 

9.600. 000 
11,935,860 
12,640,000 
13,325,  000 

$4,905, 000 

5.100. 000 

5. 558. 000 
6,251,900 
7,149, 500 

7.262. 000 

9.370. 000 

10.500.000 
11,935.860 
12, 400,  000 

13.325.000 

$4, 792, 500 
5,350, 350 

5. 558. 000 
6,209,900 
7, 120, 700 

7. 262. 000 
9, 000, 000 

10.500. 000 
11,935,860 

12.400. 000 

13.325.000 

Program  supplemental 

Amounts  available  for  obligation 


Appropria- 
tion, 1965 

Revised  esti- 
mate, 1965 

Limitation  or  estimate ... 

$13,325, 000 

$13,325, 000 
+178,000 
+449, 500 
+329,900 

14, 282,400 

Estimated  program  supplemental 

Proposed  supplemental  due  to  pay  increase  (Public)  Law  88-426) 

Comparative  transfer  from  other  accounts 

T,iTnitfltlnn  nrpsi.irrm.tpj  rAvispfl 

-f 329, 900 
13,654,900 
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Obligations  by  activity 


Description 

Limitation,  1965 

Revised  estimate, 
1965 

1965  change 

Posi- 

tions 

Amount 

Posi- 

tions 

Amount 

Posi- 

tions 

Amount 

1.  Unemployment  insurance  service 

(a)  Unemployment  insurance 

(b)  Administration  and  management 

(c)  Regional  offices 

2.  U.S.  Employment  Service 

(a)  U.S.  Employment  Service 

\b)  Farm  Labor  Service 

(c)  Veterans  Employment  Service 

(d)  Administration  and  management 

(c)  Regional  offices 

297 

$3, 541, 500 

297 

$3, 664, 600 

-{-$123, 100 

163 

83 

51 

1, 942, 000 
996, 900 
602,  600 

163 

83 

51 

2, 013, 200 
1,028,  500 
622,900 

4-71, 200 
4-31, 600 
4-20,300 

776 

9, 025,  600 

841 

9, 487, 600 

-f65 

4-462, 000 

287 

59 

141 

83 

206 

3, 352,  500 
654, 600 
1, 605,  000 
996, 800 
2,  416, 700 

287 

102 

141 

83 

228 

3,  455,  500 
798, 400 
1, 656, 000 
1, 028,  500 
2,  549, 200 

-f43 

-f22 

4-103, 000 
4-143, 800 
4-51, 000 
4-31,  700 
4-132, 500 

3.  Administration  and  management 

(а)  Office  of  the  Administrator 

(б)  Administration  and  management 

Total  obligations 

100 

1, 087,800 

100 

1, 130,  200 

4-42,400 

35 

65 

417,200 
670, 600 

35 

65 

440. 100 

690. 100 

4-22,900 
4-19,  500 

1, 173 

13,  654, 900 

1,238 

14,282,400 

-1-65 

4-627, 500 

Obligations  by  objects 


Limitation, 

1965 

Revised  esti- 
mate, 1965 

1965  change 

Total  number  of  permanent  positions 

1, 173 
1,115 

1,238 
1, 131 

4-65 

4-16 

Average  number  of  all  employees 

11  Persoimel  compensation 

10, 299, 900 
766,400 

835. 800 
29, 900 

511. 800 

281. 800 
741, 100 
158,800 

29, 400 

10, 816, 000 
807,  500 
864,800 
29,900 
628,400 
288,300 
753,  500 
164, 100 
29, 900 

4-516, 100 
4-41,100 
4-29,000 

12  Personnel  benefits 

21  Travel  and  transportation  of  persons 

22  Transportation  of  things 

23  Rent,  communications,  and  utilities  . . _ __ 

4-16, 6(X) 
4-6,  500 
4-12,400 
4-5,300 
4-600 

24  Printing  and  reproduction 

25  Other  services __ 

26  Supplies  and  materials 

31  Equipment 

Total  obligations _ 

13,  654, 900 
(685, 600) 

14, 282, 400 
(706, 600) 

4-627, 500 
(4-21,000) 

Working  capital  fund  items  included  above. 

Summary  of  changes 


1965  limitation $13,  325,  000 

Comparative  transfer  from  other  accounts +329,  900 

1965  limitation  (adjusted) 13,  654,  900 

1965  revised  estimate 14,  282,  400 

Total  change + 627,  500 


Mandatory  item: 

Increase:  Net  cost  of  pay  increase  for  current  year  (base)  staff 
in  fiscal  year  1965  pursuant  to  Public  Law  88-426  after 

absorption  of  10  percent +449,  500 

Program  item: 

Increase:  To  provide  additional  staff  to  improve  and  expand 
the  Farm  Labor  Service  in  order  to  maintain  an  effective 
nationwide  farm  placement  service  (65  positions,  $125,900; 


nonpersonal  services  costs,  $52,100) +178,  000 

Total  change +627,  500 
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Mandatory  changes  for  1966 

Increases:  Net  cost  of  pay  increase  for  current  year  (base)  staff  in 
fiscal  year  1965  pursuant  to  Public  Law  88-426  after  absorption 
of  10  percent +$449,  500 


Mandatory  changes  by  activity 


Activity  1 

Activity  2 

Activity  3 

Total 

. ^ Type  of  change 

Posi- 

tions 

Amount 

Posi- 

tions 

Amount 

Posi- 

tions 

Amount 

Posi- 

tions 

Amount 

Mandatory  changes:  Pay  increase 
costs 

$123, 100 

$284, 000 

$42, 400 

$449,600 

Total 

123, 100 

284,000 

42,400 

449,600 

Program  changes  by  activity 


Object  classification 

Activity  1 

Activity  2 

Activity  3 

Total 

Posi- 

tions 

Amoimt 

Posi- 

tions 

Amount 

Posi- 

tions 

Amount 

Posi- 

tions 

Amount 

11  Personnel  compensation 

+Q5 

-f  117, 100 
-1-8,800 

-f29, 000 

-f65 

-fll7, 100 
-1-8, 800 

-f 29, 000 

12  Personnel  benefits  

21  Travel  and  transportation  of 
persons 

22  Transportation  of  things.  . 

23  Rent,  commimications  and  utili- 
ties  

-fl2, 100 
-1-4,200 
-f  3, 700 
-1-2, 600 
-1-500 

-f  12,100 
-1-4, 200 
-1-3, 700 
-1-2, 600 
-1-500 

24  Printing  and  reproduction 

26  Other  services.. 

26  Supplies  and  materials 

31  Equipment 

Total 

-f 178, 000 

-1-65 

-1-178, 000 

Activity  2.  United  States  Employment  Service 


NARRATIVE  DESCRIPTION  OF  PROGRAM 

The  U.S.  Employment  Service  functions  as  an  overall  manpower  agency, 
providing  national  leadership,  direction,  and  coordination  for  programs  and 
operations  of  a nationwide  system  of  public  employment  offices. 

The  OflSce  of  Farm  Labor  Service  within  the  U.S.  Employment  Service  develops 
policies,  program  objectives,  and  operating  procedures  for  a nationwide  program 
to  service  the  needs  of  farm  workers  and  farm  employers.  A major  part  of  the 
program  is  concerned  with  the  recruitment  and  placement  of  many  thousands  of 
seasonal  farmworkers,  many  of  whom  must  be  migratory.  As  an  integrated 
part  of  that  program,  the  Service  assists  State  agencies  in  carrying  out  the 
Secretary  of  Labor’s  overall  regulations  relating  to  interstate  recruitment.  These 
are  designed  to  give  migrants  protection  in  respect  to  housing,  transportation, 
and  prevailing  wages. 

PROGRAM  CHANGES  FOR  1965 

The  “Salaries  and  expenses”  estimate  includes  65  positions  and  $178,000  for 
the  last  3 months  of  fiscal  year  1965  for  expanding  and  strengthening  the  farm 
placement  activities  of  the  U.S.  Employment  Service.  It  is  expected  that  a 
large  share  of  the  65  positions  will  be  filled  by  staff  recently  engaged  in  the 
Mexican  farm  labor  program,  and  who  would  be  reassigned  to  duties  in  the 
domestic  program.  The  remainder  would  be  State  agency  personnel  experienced 
in  farm  placement  work  who  have  made  themselves  available  through  civil  service 
examination.  No  organizational  or  functional  changes  would  be  involved  in 
acquiring  the  additional  personnel. 
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Recruitment:  Program  development,  implementation,  and  evaluation 

This  responsibility  is  now  intensified  with  the  need  of  the  Federal-State  system 
to  recruit  upward  of  90,000  more  domestic  workers  in  the  April- June  period  of 
1965  to  replace  the  60,000  Mexicans  and  other  foreign  workers  similarly  employed 
in  the  corresponding  period  of  1964.  The  task  is  rendered  singularly  more  difficult 
as  much  of  the  increased  labor  will  have  to  be  recruited  in  areas  where  demon- 
strated shortages  have  existed  continuously  for  well  over  a decade.  These  areas 
are  located  in  seven  Bureau  of  Employment  Security  regions,  the  most  significant 
being  regions  IV  (Atlanta),  VIII  (Dallas),  and  X (San  Francisco),  the  three 
accounting  for  over  three-fourths  of  all  foreign  workers  employed  in  1964. 

The  intensified  recruitment  program,  while  functionally  the  responsibility  of 
the  State  and  local  offices,  will  greatly  increase  the  responsibilities  of  the  national 
and  regional  farm  labor  office  staffs.  Additional  professional  and  clerical  staff 
will  be  needed  to  carry  these  increased  responsibilities,  particularly  in  regions 
where  large  numbers  of  Mexican  nationals  have  been  employed.  With  the 
assistance  of  this  additional  staff,  the  following  new  or  intensified  activities  will 
be  undertaken: 

1.  Give  strong  leadership,  direction,  program  guidance,  and  technical  assistance 
to  State  ES  agencies  in  planning  and  conducting  a massive,  dynamic  national 
program  for  the  recruitment  and  placement  of  seasonal  farmworkers. 

2.  Plan  and  participate  in  a stepped-up  calendar  of  program  evaluations  in 
all  major  agricultural  areas,  embracing  both  State  and  local  office  activities; 
accelerate  on-the-job  training  in  the  self-evaluation  process.  At  least  65  full-scale 
program  evaluations  will  be  conducted  in  fiscal  year  1965,  20  of  them  in  the  latter 
part  of  the  year. 

3.  Provide  increased  program  and  teclmical  field  assistance  to  States  and  local 
offices  in  expanding  existing  day-haul  operations  and  in  establishmg  additional 
operations  in  all  areas  of  high  seasonal  labor  use. 

4.  Plan  and  provide  technical  assistance  to  State  agencies  in  the  formulation 
of  task  forces  or  field  teams  to — 

(а)  Explore  previously  undeveloped  sources  of  farm  labor  and  identify 
problems  incident  to  their  use. 

(б)  Evaluate  periods  of  availability,  distances  workers  will  travel  and 
modes  of  transportation,  crop  activities  in  which  workers  exhibit  special 
interest  and  qualifications,  and  conditions  that  will  attract  them. 

(c)  Develop  recruitment  possibility  plans,  determiumg  the  staffing  needs 
in  this  connection,  and  participate  in  recruitment  and  other  actions  to  insure 
full  utilization  of  the  qualified  work  force. 

5.  Develop,  introduce,  and  participate  in,  on  a demonstration  basis,  new 
interstate  recruitment  arrangements  based  on  a “positive”  type  recruitment 
technique  particularly  adaptable  to  economically  depressed  areas. 

6.  Conduct  intensive  study  on  feasibility  of  training  projects  in  respect  to 
hard-to-fill  agricultural  jobs. 

7.  Plan  and  participate  jointly  with  State  agencies  in  conducting  pilot  studies 
in  four  or  more  metropolitan  areas  to  determine  worker  availability  for  agriculture. 

8.  Initiate,  review,  and  determine  feasibility  of  using  LINGS  WEST  communi- 
cation and  ADP  for  seasonal  farm  worker  recruitment. 

9.  Provide  technical  field  assistance  to  State  and  local  offices  in  the  recruitment 
of  self-constituted  groups  and  crews,  and  in  improving  the  coordination  of  their 
movements  to  successive  local  jobs. 

10.  Give  technical  assistance  to  State  agencies  in  locating  strategic  points  for 
the  establishment  of  new  seasonal  farm  labor  offices,  and  the  coordination  of  their 
activities  with  those  of  regular  local  offices  within  the  areas  of  immediate  labor 
clearance. 

11.  Provide  direction  and  technical  assistance  to  States  in  the  restructuring  of 
major  and  secondary  migratory  routes  which  have  become  disrupted  through  the 
incidence  of  mechanization  in  some  crops.  The  purpose  will  be  to  plot  the  breaks 
on  all  routes  and  fill  in  the  new  crop  activities  in  order  to  provide  continuity  of 
employment. 

To  accomplish  the  additional  work  in  the  foregoing  program  areas,  30  additional 
positions,  18  professional  and  12  clerical,  and  $80,000  will  be  required. 

Labor  area  information:  Development,  analysis,  and  distribution 

The  development  and  distribution  of  farm  labor  area  information  has  long  been 
a significant  and  integral  part  of  farm  placement  operations  within  the  Federal- 
State  employment  system.  This  information,  which  deals  very  largely  with 
employment  conditions  in  agriculture,  includes  constant  appraisals  of  domestic 
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farm  labor  resources,  and  their  ability  to  meet  seasonal  demands,  characteristics 
of  the  labor  supply,  wage  rates  prevailing  in  the  various  cultivating  and  harvesting 
tasks,  and  adequacy  of  worker  housing  and  transportation. 

With  respect  to  the  Mexican  farm  labor  program  (Public  Law  78),  the  governing 
international  agreement  with  the  Republic  of  Mexico  contains  explicit  and 
binding  language  regarding  these  employment  conditions.  In  States  where 
Mexican  workers  were  employed,  the  administrative  and  operational  costs  incurred 
in  the  development  and  use  of  this  labor  area  information  were  borne  by  the 
Mexican  farm  labor  revolving  fund,  not  by  title  III  funds.  However,  since 
domestic  interstate  migratory  workers  were  routed  into  the  same  crop  wage  areas 
in  which  Mexican  workers  were  employed,  and  for  the  same  work,  the  domestic 
farm  program  was  relieved  of  the  costs  incidental  to  the  acquisition  of  the  farm 
labor  data  in  all  such  areas.  In  all  other  areas  to  which  domestic  interstate 
migrants  were  routed  by  the  public  employment  system,  exactly  the  same  kind  of 
labor  area  information  was,  and  is  developed  and  used,  the  costs  appropriately 
defrayed  from  title  III  funds. 

The  ending  of  Public  Law  78  will  therefore  require  that  the  costs  of  these  activi- 
ties performed  in  States  of  former  Mexican  employment  will  henceforth  have  to 
be  paid  from  title  III  funds.  The  performance  of  these  activities  is  mandatory 
under  the  Secretary’s  regulation  for  interstate  recruitment. 

From  a workload  viewpoint,  there  is  high  degree  of  comparability  between  farm 
labor  area  data  required  under  Public  Law  78  and  those  necessary  for  the  inter- 
state movement  of  domestic  migratory  workers,  e.g.: 

1.  Certifications  of  need  for  Mexican  workers  required  prior  determination 
of  labor  shortages  in  the  specific  local  office  areas.  (The  same  determinations 
must  be  made  before  initiating  interstate  clearance  for  domestic  migrant  workers.) 
In  fiscal  year  1964,  3,661  certifications  were  made  in  104  local  office  areas. 

2.  Determination  of  prevailing  wage  rates  had  to  be  made  for  each  crop  activity 
in  each  crop-wage  area  in  which  Mexican  labor  was  to  be  employed.  (The 
same  activity  must  be  undertaken  in  respect  to  the  clearance  of  domestic  mi- 
grants, subject  to  the  Secretary’s  Regulations  for  Interstate  Recruitment.) 
In  fiscal  year  1964,  1,655  findings  were  made  in  871  wage-finding  classes  in  13 
States  using  Mexican  workers.  For  the  last  quarter  of  fiscal  year  1965,  approxi- 
mately 500  will  be  required. 

3.  Validation  of  housing  adequacy  was  mandatory  in  all  instances  of  Mexican 
employment.  (The  same  requirement  is  mandatory  under  the  Secretary’s 
Regulations  for  Interstate  Recruitment.)  In  fiscal  year  1963,  9,311  housing 
inspections  were  made  in  respect  to  Mexican  labor;  2,500  in  respect  to  domestic 
housing.  Experience  in  1964  was  5,800  and  2,500,  respectively.  Fiscal  year 
1965  domestic  housing  inspections  are  expected  to  be  about  4,000. 

The  interstate  and  intrastate  movement  of  domestic  farmworkers  can  be 
expected  to  expand  greatly  following  termination  of  Public  Law  78.  Also, 
great  changes  are  expected  to  occur  in  wage  rates  in  the  many  seasonal  farm 
activities.  The  importance  of  determining  these  rates  for  purposes  of  local, 
intrastate,  and  interstate  recruitment  is  of  great  significance.  Other  changes 
will  involve  farm  methodology  and  the  use  of  hand  labor,  and  these  changes 
are  expected  to  be  more  markedly  advanced  with  the  ending  of  the  Mexican 
program.  The  importance  of  these  changes  is  particularly  reffected  in  the  re- 
cruitment and  transportation  of  workers  to  distant  points  in  many  States. 

Among  the  activities  which  have  been  heavy  users  of  foreign  labor  and  in  which 
technology  breakthroughs  apparently  are  very  near  at  hand  are  cotton  culti- 
vation and  tomato  harvesting.  Arrangements  have  been  made  for  the  national 
office  to  collect  from  State  agricultural  experimental  stations,  farm  equipment 
manufacturers,  trade  publications,  and  other  sources,  all  available  information 
on  new  developments  in  agricultural  technology  as  they  affect  labor  needs  in- 
cluding number  and  type  of  workers  displaced,  number  of  new  jobs  created, 
and  effect  on  skill  levels  and  training  needs.  Consideration  will  also  be  given  to 
the  costs  and  limitations  of  the  machines  and  approximate  timetables  for  their 
introduction.  This  information  is  forwarded  at  regular  intervals  and  as  far  in 
advance  as  possible  to  the  State  agencies  for  their  use  in  planning  recruitment, 
evaluating  the  need  for  training  programs,  and  other  program  planning  purposes. 

The  general  decline  in  the  number  of  farm  jobs  and  the  rapid  introduction  of 
new  technology  over  the  past  decade  have  disrupted  established  migratory  routes. 
These  altered  routes  must  be  identified  and  studied  in  order  that  State  agencies, 
communities,  and  agencies  such  as  the  Public  Health  Service  (which  administers 
the  Migrant  Health  Act  of  1962)  may  be  advised  of  changes  in  the  numbers  and 
timing  of  arrivals  of  migratory  farmworkers  and  their  families. 
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Many  thousands  of  new  interstate  and  intrastate  migrants  will  be  on  the  roads 
in  1965,  to  whom  reliable  labor  area  information  is  essential  for  guidance  purposes. 
A greater  need  than  ever  for  this  improved  and  broadened  information  will  be 
experienced  by  State  and  local  offices  because  of  their  increased  participation  in 
interstate  and  intrastate  recruitment  actions.  During  the  fiscal  year  35,000 
copies  of  the  migrant  guide  maps  (in  English  and  Spanish)  for  the  gulf  to  Great 
Lakes  areas,  and  10,000  copies  of  the  guide  for  the  wheat  and  small  grain  areas 
will  be  printed  and  distributed  to  State  agencies. 

The  number  of  prevailing  wage  surveys  to  check  conformity  with  the  Secretary’s 
Regulations  on  Interstate  Recruitment  must  be  increased  as  domestic  migrants 
take  over  work  formerly  done  by  foreign  workers.  The  technical  means  for 
determining  prevailing  wage  rates  in  the  various  crops  and  areas  will  also  need 
to  be  improved  for  inclusion  in  labor  area  releases  of  the  State  agencies,  and  for 
national  use  in  the  Bureau’s  interstate  annual  worker  plan. 

Provision  is  included  in  this  request  for  staff  support  for  tw^o  migrant  demon- 
stration projects.  These  two  projects — one  planned  for  location  on  the  eastern 
seaboard  migratory  route,  and  the  other  on  the  gulf  to  Great  Lakes  route — will 
furnish  overnight  rest  stop  facilities,  interstate  job  information,  and  supplemental 
job  scheduling  to  migrants  traveling  these  two  heavily  used  migrant  routes. 

In  order  to  find  replacements  for  Mexican  workers,  studies  will  be  made  of 
farmworker  recruitment  possibilities  among  the  unemployed  in  urban  areas, 
particularly  those  with  rural  backgrounds,  youth,  and  other  special  groups. 
State  agencies  will  be  advised  regularly  of  the  number  and  location  of  potential 
recruits  and  the  nature  of  wage  rates  and  working  conditions  necessary  to  induce 
them  to  accept  farm  employment. 

The  year  1965  will  be  a year  of  transition  in  the  farm  labor  supply.  New 
policies  will  be  developed  to  adjust  to  the  shift  from  Mexican  to  domestic  labor 
and  to  determine  what  policy  should  be  adopted  in  relation  to  the  remaining 
foreign  labor  programs.  These  policies  must  be  based  on  sound  statistical  infor- 
mation. Expanded  programs  of  information,  collection,  and  analysis  are  essential 
for  providing  a basis  for  these  policy  decisions. 

To  continue  the  present  level  of  farm  labor  area  information  operations, 
reoriented  and  expanded  to  meet  changing  farm  needs  and  conduct  the  2 demon- 
stration projects,  15  professional  positions,  and  10  clerical  positions  are  needed 
at  a cost  of  $70,700. 

Community  services  to  migrants:  Implementation  and  coordination  of  Secretary's 
Regulations  on  Interstate  Recruitment 

National  and  regional  office  staff  will  give  leadership  and  technical  field  assist- 
ance to  State  and  local  offices  in  promoting  the  extension  of  community  services 
to  migratory  farm  families;  in  giving  similar  assistance  in  stimulating  voluntary 
compliance  with  the  Secretary’s  Regulations  on  Interstate  Recruitment,  and  in 
coordinating  these  actions  among  State  agencies.  The  extent  and  nature  of 
these  activities  will  require  six  additional  professional  positions  and  four  clerical 
positions,  most  of  the  latter  for  location  in  regional  offices  at  a cost  of  $27,300. 
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Workload  statistics 


Farm  Labor  Service 


Limitation, 

1965 

Revised, 

1965 

72 

72 

50 

65 

3,500 

3,  500 

14 

14 

600 

600 

20 

20 

62,000 

62,000 

»350 

350 

43, 000 

45, 000 

44, 000 

50,000 

31,000 

32,000 

51,  500 

55, 000 

17, 500 

18,  000 

31,  500 

36, 000 

3, 000 

4,000 

600 

800 

52 

52  . 

0 

600 

2 

4 

3 

5 

Change 


Review  and  analysis  of  State  agency  farm  budgets,  supple- 
mental requests  and  recommendations  for  allocations  of 

funds 

State  program  initial  and  followup  evaluations 

Semimonthly  review  of  area  in-season  farm  labor  area  reports 

(ES-223) 

Pamphlets  and  technical  aids  produced  and  issued 

Analysis  of  State  programs  and  procedural  releases 

Training  meetings  on  farm  labor  subjects 

Determinations  and  certifications  to  Departments  of  State 
and  Justice  re  alien  entry  requests  for  permanent  agricultural 
employment,  PubUc  Law  414  (sec.  204(b)  and  sec.  212(a)  (14)) . 
Determinations  and  certifications  to  Immigration  and  Natu- 
ralization Service  re  alien  entry  requests  for  temporary  agri- 
cultural employment.  Public  Law  414  (sec.  214  (c)) 

Interregional  movements  of  farm  migratory  labor  directed 
through  regional  farm  placement  clearance  system: 

Eastern  seaboard 

Great  Lakes 

Gulf  States 

Great  Plains  States 

Mountain  States... 

Pacific  Coast  States. 

Housing  inspections  2 

Review  of  In-Season  Reports  (ES-232)  for  Wage  Findings 

Purposes 

Weekly  Tabulations  of  Prevailing  Wage  Findings 

Determinations  of  Prevailing  Wage  Rates  * 

State  Office  Administrative  and  Management  Reviews 

(Farm)  ^ 

Regional  Office  Evaluations  (Farm)  * 


+15 


+2, 000 
+6,000 
+1. 000 
+3, 500 
+500 
+4, 500 
+1, 000 

+200 


+500 

+2 

+2 


1 Revised,  Aug.  28, 1964. 

2 Working  with  State  health  agencies  and  the  Interstate  Commerce  Commission. 

3 Previously  carried  under  the  Mexican  program. 

< New  items  added. 

Distribution  of  field  staff 


Regional  offices 

Estimated  field  staff,  1965 

Revised  staff,  1965 

Professional 

Clerical 

Total 

Professional 

Clerical 

Total 

Atlanta,  Ga 

15 

10 

25 

16 

10 

26 

Boston,  Mass 

16 

9 

24 

16 

9 

25 

Chambersburg,  Pa — 

15 

9 

24 

17 

12 

129 

Chicago,  111 

14 

7 

21 

15 

7 

22 

Cleveland,  Ohio. 

15 

8 

23 

16 

8 

24 

Dallas,  Tex._ 

15 

7 

22 

18 

10 

128 

Denver,  Colo 

14 

7 

21 

15 

8 

23 

Kansas  City,  Mo 

14 

8 

22 

15 

8 

23 

New  York,  N.Y 

16 

9 

25 

17 

9 

26 

San  Francisco,  Calif 

19 

10 

29 

20 

11 

31 

Seattle,  Wash 

13 

8 

21 

14 

8 

22 

Total.... 

165 

92 

257 

179 

100 

279 

1 Regions  in  which  staff  support  will  be  provided  for  migrant  demonstration  projects. 


EXPLANATION  OF  ESTIMATE  BY  OBJECT 


Personnel  compensation,  $516,100 

This  estimate  provides  for  65  full-time  positions,  or  16.2  man-years.  Of  this, 
5.5  man-years  and  $38,400  are  allocated  to  field  personnel  compensation  and  10.7 
man-years  and  $78,700  for  departmental.  An  additional  $399,000  is  for  pay 
increases  pursuant  to  Public  Law  88-426. 
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Personnel  benefits,  $41,100 

This  estimate  will  provide  for  personnel  benefit  costs  for  the  additional  posi- 
tions and  those  related  to  the  pay  increase.  Following  is  a breakdown  of  the  per- 
sonnel benefits: 


Employees’  group  life  insurance $1,  700 

Employees’  health  benefits 1,  000 

Contributions  to  Civil  Service  Commission  retirement  fund 36,  400 

Contributions  under  the  Federal  Insurance  Contributions  Act 2,  000 


Total 41,100 


Travel  and  transportation  of  persons,  $29,000 
The  estimate  provides  for  the  following: 


Departmental 

Field 

Total 

944  days  of  travel  at  $16  per  diem 

$9,700 

8,900 

$5,400 

6,000 

$15, 100 
13,900 

Mileage  and  transportation  costs 

'Total  _ 

18,600 

10,400 

29,000 

Rent,  communications,  and  utilities,  $16,600 
This  estimate  will  provide  communication  services  and  rental  of  office  space. 
This  estimate  will  provide  for  the  following: 


Rent $8,600 

Telephone  and  teletype  service 1,  500 

Working  capital  fund 6,  500 


Total 16,600 


Printing  and  reproduction,  $6,500 

This  estimate  will  provide  for  the  printing  of  forms  and  publications.  This 
estimate  will  provide  for  the  following: 


Forms  and  schedules  and  reproduction  services $3, 100 

Working  capital  fund 3,  400 


Total 


6,  500 


Other  services,  $12,400 

This  estimate  will  provide  for  the  following: 


Moving,  maintenance,  repairs $700 

Working  capital  fund 6,  600 

Merit  system  increase  (Public  Law  88-426) 5,  100 


Total 12,400 

Supplies  and  material,  $5,300 

This  estimate  will  provide  supplies  and  materials.  This  estimate  will  provide 
for  the  following: 

Desk-top  and  duplicating  supplies,  etc $600 

Working  capital  fund 4,  700 


Total 5,300 

Equipment,  $500 

This  estimate  will  provide  for  replacement  of  equipment. 
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Summary  of  new  'positions 


Farm  Labor  Service: 

1  GS-14  Employment  Service  adviser  (agriculture) $14,  170 

1 GS-14  labor  economist 14,  170 

2 GS-13  Employment  Service  advisers  (agriculture) 24,  150 

2 GS-13  labor  economists 24,  150 

1 GS-13  agricultural  wage  analyst 12,  075 

2 GS-12  labor  economists 20,  500 

2 GS-11  agricultural  wage  analysts 17,  300 

4 GS-11  Employment  Service  advisers  (agriculture) 34,  600 

1 GS-11  agricultural  employment  specialist 8,  650 

4 GS-9  Employment  Service  advisers  (agriculture) 28,  880 

1 GS-9  labor  economist 7,  220 

3 GS-7  Employment  Service  advisers  (agriculture) 18,  150 

1 GS-7  agricultural  wage  analyst 6,  050 

1 GS-6  secretary 5,  505 

8 GS-5  secretaries 40,  000 

9 GS-4  clerk-stenographers 40,  320 


Total  (43) 315,890 


Regional  Offices: 

2 GS-12  Employment  Service  advisers  (agriculture) 20,  500 

8 GS-11  Employment  Service  advisers  (agriculture) 69,  200 

4  GS-9  Employment  Service  advisers  (agriculture) 28,  880 

8 GS-4  clerk-stenographers 35,  840 


Total  (22) 154,420 


Grand  total  (65) 470,  310 


Bureau  of  Employment  Security,  Farm  Labor  Service 
Personal  services 


Grade 

Descriptive  operating  title 

Appropriation,  1965 

Revised  estimate,  1965 

Positions 

Total  salary 

Positions 

Total  salary 

FAEM  LABOE  SEEVICE — FAEM  SUPPLEMENTAL 

GS-16 

16 

National  ofiBce: 

Dirrp.t.nr  _ _ _ _ _ 

1 

$20, 245 
16,460 
18,740 
62,800 
30,300 
16, 620 

1.0 

$20, 245 
16,460 
18,740 
52, 800 

30.300 
16, 620 
14, 170 
14, 170 
12, 075 
12,  075 
62,600 
24, 160 
24, 160 

128,325 

11,670 

20,600 

35,780 

17.300 
9,240 

34,600 

8,650 

7,465 

14,930 

28,880 

AgTiVnlt.nral  fimplnyrnfiTit  spftcialist 

1 

1.0 

15 

Assnciatfi  Dirp.ctor 

1 

1.0 

15 

nhlpf  nf  fRvisinn  _ . 

3 

3.0 

14 

nhip.f of hrano.h  . 

2 

2.0 

14 

Deputy  Chief 

1 

1.0 

14 

Employment  service  adviser  (agricultural) 

1.0 

14 

T^ahrir  p.prvTiamist  _ _ _ 

1.0 

13 

Agripnlf-.iiral  pmpln3rmpnf.  sppp.ialisf:  . . 

1 

12, 076 

1.0 

13 

A grip.n1t.nral  wagp.  analyst;  .. 

1.0 

13 

Chief  of  branch 

4 

62, 600 

4.0 

13 

13 

Employment  service  adviser  (agricultural) . 

2.0 

T/ahnr  ppnnnmist. 

2.0 

12 

Agricultural  employment  specialist 

12 

128,325 

11,670 

12.0 

12 

12 

P,  ipf  nf  bran  p.b 

1 

1.0 

T.ahnr  p.pnnmni.st 

2.0 

11 

11 

11 

11 

11 

9 

A grip.nlt.nral  pmploympnt  spp.p.ialist- 

3 

27,130 

4.0 

A oTipnltnral  wagp,  analyst  

2.0 

■Rprl  gpt.  nffippr  _ .. 

1 

9,240 

1.0 

Employment  service  adviser  (agriculture) 

4.0 

Writpr^flit.nr  . _ . 

1 

8, 650 
7,465 
14,930 

1.0 

A HministrativA  assistant 

1 

1.0 

g 

Agripiilt.nral  p.mp1n3rmp,nt  app.p.ia,list_ 

2 

2.0 

g 

Employment  service  adviser  (agriculture).. 

4.0 

g 

T.abnr  p.pnnnmist 

1.0 

7,220 

7,290 

6,050 

18,160 

6,850 

31,595 

8 

7 

Rp.p.rp.tary  _ 

1 

7,290 

1.0 

A grip.ii1t.nral  wagft  analyst 

1.0 

7 

Employment  service  adviser  (agriculture).. 

3.0 

7 

Rp.PTPta.ry  

1 

6,860 

20,090 

1.0 

6 

do 

4 

6.0 

5 

.—do 

7 

37,970 

16.0 

77,970 

4 

4 

15 

14 

14 

14 

14 

13 

13 

13 

13 

13 

13 

13 

13 

12 

12 

12 

11 

11 

11 

11 

9 

9 

9 

7 

7 

6 

6 

5 

4 

4 

3 


111 


Personal  services — Continued 


Descriptive  operating  title 


Appropriation,  1965 


Positions  Total  salary 


Revised  estimate,  1965 


Positions  Total  salary 


FABM  LABOR  SERVICE— FARM  SUPPLEMENTAL— 

continued 

National  oflBce — Continued 

Clerk-stenographer 

Clerk-tjrpist 

Editorial  clerk 


Total,  national  office. 


Regional  offices: 

Regional  administrator 

Assistant  regional  administrator 

Regional  director  for  USES 

Agricultural  employment  adviser 

Regional  director  for  UIS 

Administrative  officer 

Labor  economist 

Labor  market  analyst 

Employment  service  adviser 

Youth  employment  program  adviser. 

Agricultural  employment  adviser 

Social  insurance  adviser 

Employment  security  representative... 

Employment  service  adviser 

Employment  service  adviser  (agricultural) . 

Agricultural  employment  adviser 

Administrative  officer 

Agricultural  employment  adviser 

Employment  service  adviser 

Employment  service  adviser  (agricultural). 

Employment  service  adviser 

Employment  service  adviser  (agricultural). 

Statistical  and  administrative  assistant 

Management  assistant 

Administrative  assistant 

Management  assistant 

Secretary 

do 


Clerk-stenographer. 

Clerk 

Clerk-typist 


Total,  regional  offices. 


Total,  farm  and  regions 

Deduct  net  pay  supplemental  estimate  to 
achieve  comparability  of  estimates 


Total  permanent 

Pay  above  stated  annual  rate 

Deduct: 

Lapses 

Net  decrease  due  to  lower  pay  scales  for 

part  of  year 

Net  decrease  due  to  within-grades  not  in 
effect  part  of  year 


Net  permanent. 


11  Personnel  compensation 

12  Personnel  benefits 

21  Travel  and  transportation  of 

22  Transportation  of  thiugs 

23  Conununi  cation  services 

Rents  and  utilities. 

24  Printing  and  reproduction... 

25  Other  services 

26  Supplies  and  materials 

31  Equipment. 


Total,  regions  and  farm  labor  service. 
All  other.  Bureau  of  Employment  Security; 

Personal  services 

Nonpersonal  services 


Total  appropriation  or  estimate. 


257 


316 


17 


$42, 120 
5, 530 
4,780 


18.0 

1.0 

1.0 


557, 780 


102.0 


202, 720 
174, 000 
174,490 
174, 000 
171, 550 
145,425 
130, 410 
12, 075 
89, 985 
113,715 
140, 805 
142, 065 
12,495 
114, 170 


182, 415 
18, 185 
17,300 
8,650 


44,  545 


7,465 
62, 850 
15, 100 
12, 675 
24, 610 
235,  575 
191, 670 
5, 380 
8. 820 


11.0 

11.0 

11.0 

11.0 

11.0 

11.0 

10.0 

1.0 

7.0 

9.0 
11.0 
11.0 

1.0 
11.0 

2.0 

17.0 
2.0 
2.0 
1.0 
8.0 
6.0 

4.0 

1.0 

9.0 

2.0 
2.0 

4.0 

42.0 

47.0 

1.0 

2.0 


2,633, 145 


279.0 


3, 190,925 
124, 104 


3, 066,821 
11,300 

216,321 

1,500 


381.0 

65.8 


2, 821, 500 


315.2 


2, 821, 500 
212,400 
335,  500 
9, 500 
196,100 
21,000 
16,800 
27,300 
31, 600 
2, 200 


3,673,900 


8,032,400 

1,948,600 


13,654,900 


$82, 440 
5,530 
4,780 


873,670 


202, 720 
174, 000 
174,490 
174, 000 
171,  550 
145,425 
130,410 
12, 075 
89, 985 
113,715 
140, 805 
142, 065 
12,495 
114, 170 
20, 500 
182, 415 
18, 185 
17, 300 
8,  650 
69, 200 
44, 545 
28, 880 
7, 465 
62, 850 
15, 100 
12,  675 
24, 610 
235, 575 
227,  510 
5, 380 
8, 820 


2, 787, 565 


3, 661,235 


3, 661,235 
11,800 

587,835 

1, 500 

38,800 


3,044,900 


3, 044,900 

229.900 
364, 500 

9, 500 

201.900 

29.600 

21,200 

31.600 
34,  700 

2,700 


3,970,500 

8,348, 700 
1,963,200 


14,282,400 


8 
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Limitation  on  grants  to  States  for  unemployment  compensation  and  employment 

service  administration 


Thousands 

1.  Present  limitation  or  estimate $455,  076 

2.  Additional  amounts  available 


3.  Total  amount  available 455,  076 

4.  Total  actual  and  estimated  obligations 455,  636 

5.  Less  total  amount  available 455,  076 

6.  Estimated  supplemental  required 560 


7.  Estimated  supplemental  included  in  latest  budget 

8.  Date  needed: 

For  obligations,  Apr.  1,  1965. 

For  expenditures,  Apr.  1,  1965. 

9.  Estimated  expenditures  from  supplemental: 

In  budget  Revised 

In  current  fiscal  year $560 

In  next  fiscal  year $2,  240  

After  next  fiscal  year 


Total $2,  240  560 

Manpower  Administration 

“For  an  additional  amount  for  ‘Limitation  on  Grants  to  States  for  Unemploy- 
ment Compensation  and  Employment  Service  Administration  (Trust  Fund)^, 
$560,000.” 


Grants  to  States  for  unemployment  compensation  and  employment  service 

administration 


Budget 

request 

Budget 

estimate 

House 

allowance 

Senate 

allowance 

Appropria- 

tion 

1958... - 

1959  

1960  

1963  

1964  

1966  

$287, 622, 000 
270,  500, 000 

314. 000.  000 

374. 970. 000 

337. 000.  000 

436.805. 000 
420,  995, 000 

428. 500. 000 

429.608.000 

459. 150.000 

592. 100.000 
650,000 

$251, 480,000 
265, 000, 000 
303,  000,000 
349, 600,  000 

328. 684. 000 

394.919.000 

407. 695. 000 

424. 900. 000 

432. 570. 000 

455. 076. 000 

531.380.000 
560,000 

$250,000,000 

250.000.  000 

282.814. 000 

325.600. 000 

315. 819. 000 

353.924.000 

391. 700.000 

350. 000.  000 
350,000,000 

455.076.000 

$250,000,000 

250. 000.  000 

293. 000. 000 

325. 600.000 

315.819. 000 

394. 169. 000 

405. 000.  000 

405. 000. 000 

425. 000.  000 

455. 076.000 

$250,000,000 

250.000. 000 

292. 814.000 

325. 600.000 

315.819. 000 

378.924.000 

405. 000.  000 

400.000. 000 

425.000. 000 

455.076.000 

Program  supplemental 

Amounts  available  for  obligation 


Appropria- 
tion, 1965 

Revised 
estimate,  1966 

Appropriation  nr  estimate  . _ 

$455,076,000 

$466,076,000 

'660,000 

■Rati mated  program  supplemental  _ _ _ _ 

Appropriation  nr  estimate,  revised 

455,076, 000 

456,636,000 
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Obligations  by  activity 


Description 

Appropriation,  1965 

Revised  estimate, 
1965 

1965  change 

Posi- 

tions 

Amount 

Posi- 

tions 

Amoimt 

Posi- 

tions 

Amount 

1.  Unemployment  Insurance  Service: 

(a)  State  unemployment  insur- 
ance service  

27, 406 

884 

2, 182 

22, 160 

1,613 

2,663 

$215, 187,000 
6, 791, 000 

14. 702.000 
160,923,000 

11.646. 000 

20. 827. 000 
25, 000,000 

27, 406 

884 

2, 182 

22, 478 

1,613 

2,663 

$215, 187,000 
6, 791, 000 

14. 702. 000 
161,483, 000 

11.646.000 

20.827. 000 
25, 000, 000 

(6)  Federal  Unemployment  In- 

snra.no. A Rp.rvioA 

(c)  Administration  and  manage- 

•mont  _ . . 

2.  Employment  Service: 

(a)  Employment  Service 

+318 

+$560, 000 

(6)  Administration  and  manage- 
ment  

3.  Administration  and  management 

4.  Contingency  fund.. 

Carryover  of  imexpended  State  agency 
funds 

Total  obligations 

56,908 

455, 076, 000 

57,226 

455, 636,000 

+318 

+560,000 

Obligations  by  object 


Appropria- 
tion, 1965 


Revised  esti- 
mate, 1965 


1965  change 


DISTEICT  OF  COLUMBIA  EMPLOYMENT  SERVICE 


Total  number  of  permanent  positions 

Positions  other  than  permanent 

Average  number  of  all  employees 

11  Personnel  compensation. 

12  Personnel  benefits 

21  Travel  and  transportation  of  persons. 

23  Rent,  communications,  and  utilities. 

24  Printing  and  reproduction.. 

25  Other  services 

Services  of  other  agencies 

26  Supplies  and  materials 

31  Equipment 


215 

2 

213 


215 

2 

213 


$1, 554,  000 
117, 000 
6,000 
335,  000 

30.000 
5, 000 

61,  000 
19,  000 

45.000 


$1, 554,  000 
117,  000 
6,000 
335,000 

30.000 
5,000 

61. 000 

19.000 

45.000 


OTHER  STATES 

41  Grants,  subsidies,  and  contributions. 
Total  obligations 


452,904,  000 
455, 076, 000 


453. 464. 000 

455. 636. 000 


-|-$560, 000 
-1-560, 000 
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Summary  of  changes 


1965  limitation $455,  076,  000 

1965  revised  estimate 455,  636,  000 


Total  change 560,  000 

Program  item: 


Increase:  Recruitment,  program  development,  implementa- 
tion and  evaluation,  farm  labor  area  information,  commu- 
nity services  to  migrants,  and  coordination  of  the  Secre- 
tary’s regulations  on  interstate  recruitment  for  farm  place- 
ment activities +560,  000 

There  is  need  to  provide  additional  staff  to  all  local 
offices  having  high  labor-using  crops  in  their  areas  in  order 
to  recruit  workers.  This  will  consist  of  increasing  day- 
haul  installations;  stepping  up  recruitment  of  groups  and 
crews,  through  use  of  mobile  teams;  expanding  the  Bu- 
reau’s annual  worker  plan;  restructuring  major  and  sec- 
ondary migratory  routes  and  placing  more  emphasis  on 
youth  live-in  and  camp  programs  to  supply  farm  labor; 
improve  and  expand  farm  labor  area  information;  assist 
community  organizations  in  promoting  acceptance  of  mi- 
grants as  residents,  education  to  migrant  children,  emer- 
gency medical  care,  and  promotion  of  day-care  facilities; 
insuring  adequate  wage  rates,  housing  and  transportation; 
and  evaluating  local  farm  placement  program  activities 
(318  positions,  $498,000;  nonlabor,  $62,000). 

Activity  2.  Employment  Service 

NARRATIVE  DESCRIPTION  OF  PROGRAM 

This  activity  is  concerned  with  the  administration,  supervision,  and  operation 
of  a nationwide  Federal-State  system  of  public  employment  offices,  specifically 
with  that  part  of  the  system  responsible  for  the  maintenance  of  an  identifiable 
public  farm  labor  service.  A network  of  1,943  offices  is  administered  by  the 
State  employment  security  agencies  under  Federal  leadership  and  direction  and 
with  funds  provided  by  Federal  grants.  In  addition  to  other  duties,  most  of 
these  local  offices  (the  exception  being  specialized  nonagricultural  offices)  act  as 
the  farm  manpower  agency  of  their  communities,  and  as  such  are  concerned  with 
finding  jobs  for  workers  seeking  farm  employment  and  recruiting  workers  to  fill 
farm  employers’  job  openings  through  local,  intrastate,  and  interstate  sources. 
In  addition  to  recruiting  and  placing  year-round  farmworkers,  local  offices  help 
farmers  meet  critical  seasonal  labor  needs,  and  help  farmworkers  increase  their 
annual  gainful  employment  by  scheduling  worker  groups  for  successive  seasonal 
jobs  in  different  locations. 

To  facilitate  basic  operations  and  to  provide  workers  and  employers  with  a 
basis  for  making  sound  employment  decisions,  local  offices  gather  and  interpret 
farm  employment  information  reflecting  labor  needs,  current  crop  activity  data, 
prevailing  wages,  available  housing  and  transportation  and  related  facilities. 

Local  offices  also  cooperate  with  State  and  community  organizations  in  their 
efforts  to  improve  the  economic  and  social  welfare  of  migratory  workers  and 
their  families.  A related  activity  performed  by  local  offices  is  that  of  extending 
protection  to  interstate  migratory  workers  through  adherence  to  the  Secretary’s 
regulations  governing  the  recruitment  of  these  workers  through  the  Federal-State 
employment  system.  These  protections  relate  to  decent,  hygenic  housing;  safe 
transportation;  and  payment  of  prevailing  wage  rates. 
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Program  changes  for  1965 


Changes 

Positions 

Amount 

1.  Recruitment,  program  development,  implementation  and  evaluation  for 
farm  placement  activities - 

-1-230 

-f65 

-f23 

-|-$405,  000 
4-114,000 

4-41,  000 

2.  Farm  labor  area  information  --  

3.  Community  services  to  migrants  and  coordination  of  Secretary's  Regula- 
tions on  Interstate  Recruitment  ..  _ - 

Total  change . 

-+-318 

4-560, 000 

The  grants  to  States  estimate  includes  $560,000  for  the  last  3 months  of  fiscal 
year  1965  for  expanding  and  strengthening  the  farm  placement  activities  of  the 
State  employment  services.  The  extent  of  the  increase  is  correlated  to  that  por- 
tion of  the  expanded  annual  workload  expected  to  be  performed  in  the  latter 
period  of  1965.  This  estimate  will  provide  State  agencies  with  318  additional 
positions  for  farm  placement  work  for  that  period  of  time. 

This  estimate  stems  directly  from  the  termination  on  December  31,  1964,  of 
the  Mexican  farm  labor  program  (Public  Law  78)  and  is  based  on  the  convic- 
tion that  staff  resources  in  fiscal  year  1965  (1,825  position  equivalents)  are  inade- 
quate to  cope  with  the  heavy  demand  for  seasonal  farm  labor,  and  the  related 
workloads  that  will  occur  in  the  last  3 months  of  the  fiscal  year.  In  these  cir- 
cumstances, and  assuming  almost  total  reliance  upon  domestic  labor  after  Decem- 
ber 31,  1964,  State  employment  agencies  must  be  in  a position  to  assist  farmers 
to  the  greatest  possible  extent  in  securing  labor  adequate  for  all  crop  needs. 
The  last  3 months  of  the  fiscal  year  will  be  crucial  in  determining  adequacy  of 
the  domestic  labor  force  to  produce  enough  workers  to  satisfy  early  peak  sea- 
sonal needs.  These  months  constitute,  the  beginning  of  the  season’s  highest  and 
most  intensive  labor  usage  for  cultural  and  harvesting  activities. 

Recruitment,  program  development,  implementation,  and  evaluation  for  farm  place- 
ment activities 

Few  local  employment  offices  have  enough  staff  to  perform  effectively  all  farm 
placement  activities  required  of  them.  While  it  is  true  that  some  specialized 
oflQces  deal  exclusively  with  other  than  agricultural  workers,  most  of  the  1,943 
local  offices  within  the  Federal-State  employment  system  are  involved  in  agri- 
cultural placement  to  some  extent.  However,  in  fiscal  year  1964,  the  budgeted 
number  of  farm  placement  positions  for  all  State  and  local  offices  was  1,825, 
thus  indicating  a national  average  of  far  less  than  1 person  per  local  office 
assigned  to  farm  placement  work.  This  minimal  staff  allocation  has  never  been 
whoUy  sufficient  to  satisfy  the  variable  labor  needs  of  the  agricultural  industry. 

Evidence  of  this  is  seen  in  the  long  standing  use  by  States  of  the  volunteer 
farm  representative  system  to  help  the  local  employment  offices  serve  the  farm 
labor  needs  of  rural  communities.  Organized  by  the  Employment  Service  in 
the  mid-1930’s  the  system  has  since  been  in  continuous  use.  In  calendar  year 
1964,  25  States  used  about  2,700  of  these  representatives.  The  same  number 
is  expected  to  be  available  in  1965. 

Performance  of  the  farm  program  activities  outlined  herein  will  require  a higher 
degree  of  direction,  management,  and  functional  supervision  in  State  and  local 
offices  than  in  the  past.  The  effectiveness  of  these  qualities,  and  the  adequacy 
of  program  planning  and  execution,  have  heretofore  been  measured  on  a “spot” 
basis  through  formal  Federal-State  program  evaluations.  Although  progress  has 
been  made  in  this  area,  particularly  in  local  office  self-evaluation  methods,  budget 
limitations  permitted  only  very  limited  coverage.  There  is  now  a very  pressing 
need  to  accelerate  installation  of  the  evaluation  process  in  all  local  offices  and 
to  extend  related  training  in  all  segments  of  the  farm  organization  and  manage- 
ment system. 

The  big  task  confronted  by  the  growers  and  the  Federal-State  employment 
service  system  each  year  is  that  of  recruiting  a new  seasonal  farm  labor  force. 
Each  year  the  task  begins  in  March  and  increases  strongly  week  by  week  until  the 
season’s  peak  is  reached.  To  provide  manpower  needs  throughout  the  agricul- 
tural year,  3 million  persons  will  be  in  and  out  of  farm  labor  during  the  year.  It  is 
mostly  a labor  force  consisting  of  people  not  otherwise  employed  at  the  time,  e.g., 
unemployed  rural  and  urban  workers,  housewives,  schoolchildren,  high  school 
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youths,  or  even  vacationists.  The  difficulties  of  recruiting  and  maintaining  a work 
force  from  these  sources  are  readily  apparent.  The  bulk  of  these  people  are  not 
selected  from  standing  lists  of  available  applicants.  They  are  enrolled  because 
their  interest  has  been  stimulated  by  many  forms  of  local  publicity,  and  by 
personal  contacts  with  community  organizations,  groups,  and  individuals.  In 
other  words,  they  have  been  encouraged  to  respond  to  the  opportunity  for 
summer  earnings. 

A long-standing  need  of  the  State  employment  service  agencies  is  staff  to  do  a 
more  effective  job  of  recruiting  seasonal  farm  manpower.  Techniques  of  operation 
can  and  will  be  sharpened,  but  in  themselves  are  no  substitute  for  staff.  Faced 
with  the  task  of  recruiting  upward  of  a quarter  of  a million  more  seasonal  workers, 
and  these  substantially  in  areas  of  demonstrated  labor  shortages,  the  need  for 
adequate  staff  is  intensified. 

The  Bureau  recognizes  the  close  relationship  between  the  seasonal  character  of 
farm  labor  needs  and  the  staff  services  necessary  to  help  furnish  these  needs. 
Accordingly,  major  provision  is  made  in  this  estimate  for  the  employment  of 
temporary  staff  workers  who  would  be  engaged  for  an  average  time  of  3 months  to 
recruit  seasonal  farm  labor.  Cost  estimates  are  based  on  an  average  of  318 
positions  for  a 3-month  period. 

The  recruitment  practices  which  follow  are  commonly  performed  by  most  local 
offices  having  high  labor-using  crops  in  their  areas.  All  offices  throughout  the 
Federal-State  system  will  be  required  to  improve  and  expand  these  practices 
commensurate  with  their  local  needs,  and  with  their  ability  to  supply  other  areas 
and  States  which  are  in  pressing  need  of  labor.  In  States  which  used  Mexican 
nationals  in  1964,  the  expansion  of  these  recruitment  practices  is  imperative.  As 
stated  earlier,  local  offices  are  markedly  understaffed  in  their  farm  placement 
activities;  it  follows,  therefore,  that  to  undertake  a considerably  heavier  responsi- 
bility, these  staffs  must  be  suitably  augmented.  Since  recruitment  is  the  main 
farm  labor  function,  its  growth  will  absorb  most  of  the  staff  increases  covered  by 
this  request.  It  should  be  noted  that  farm  placement  workloads  are  not  ordinarily 
estimated  since  they  would  not  give  any  true  indication  of  staff  requirements. 
This  is  because  seasonal  farm  labor  needs  for  harvesting  and  cultivating  are  met 
in  a variety  of  ways,  one  of  the  most  common  being  on  a man-day  basis  through  a 
“day-haul”  operation.  For  instance,  placements  made  under  the  day-haul  pro- 
gram could  amount  to  several  hundred  in  1 week  with  only  100  individual  workers 
being  placed.  The  operational  areas  in  which  additional  staff  are  and  will  be 
needed  follow: 

1.  Day-haul  installations,  used  to  recruit  and  move  mass  numbers  of  workers 
out  daily  to  jobs  in  commuting  range  will  be  substantially  expanded  and  increased 
in  number. 

These  installations  require  constant  publicity  and  organizational  work  to  get 
them  in  motion  and  to  maintain  them;  they  require  staff  services  daily  to  screen 
the  workers,  monitor  selection,  and  check  safety  to  employer  transportation. 
In  1965,  more  separate  day  hauls  for  women  and  children,  youth,  and  adult 
males  will  be  organized. 

2.  The  recuritment  of  self-constituted  groups  and  crews  in  local  areas  will  be 
stepped  up,  and  improvements  made  to  better  their  coordinated  movements  to 
successive  local  jobs.  These  actions  will  call  for  more  individual  field  contacts 
with  crews  and  employers  to  achieve  maximum  crew  utilization. 

3.  Of  the  additional  275,000  workers  to  be  recruited  for  the  1965  harvesting 
season,  90,000  must  be  recruited  during  the  April- June  period.  A sizable  portion 
of  this  labor  will  be  migratory,  both  intrastate  and  interstate.  Much  of  the 
labor  which  migrates  occasionally,  or  is  prone  to  migrate,  is  located  in  “supply” 
States  and  areas,  but  is  often  located  outside  the  range  of  effective  local  office 
operations.  The  Bureau  and  the  State  agencies  have  recognized  the  need  for 
operating  seasonal  farm  labor  offices  in  such  areas,  but  have  had  only  partial 
success  in  establishing  them  because  of  budget  limitations.  Seasonal  farm  labor 
offices  which  have  been  set  up — even  one-man  units — have  proved  their  worth  in 
accomplishing  significantly  greater  local  utilization,  and  in  recruiting  workers  for 
intrastate  and  interstate  employment.  The  time  has  come  when  the  seasonal 
out-stationing  of  the  staff  in  these  isolated  areas  is  vitally  necessary,  but  it  cannot 
be  done  out  of  existing  resources.  Much  of  any  attainable  success  in  this  ex- 
panded recuritment  program  will  be  attributable  to  well-located  seasonal  farm 
offices. 

4.  The  Bureau’s  annual  worker  plan,  thourgh  which  consecutive  interstate 
job  commitments  are  arranged  in  advance  for  crews  and  groups,  will  be  broadened 
to  accommodate  increased  numbers  of  these  work  units.  The  additional  workers 
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for  these  crews  will  be  enrolled  through  the  seasonal  offices  described  above, 
and  by  teams  of  mobile  seasonal  recruiters  working  out  of  State  offices,  and  of 
course,  by  many  local  offices  in  the  supply  areas.  The  mobile  teams  will  give 
emergency  assistance  to  local  offices  in  need  of  such  help.  These  actions  have 
never  been  possible  because  of  limited  staff,  but  now  have  become  a necessity. 
Expansion  of  the  annual  worker  plan  will  create  the  need  for  adjustments  to  some 
of  its  technical  aspects.  The  heavier  traffic  will  involve  additional  scheduling 
points,  staging  areas,  and  dispersal  points  as  new  supply  areas  are  identified. 
Also,  faster  lines  of  communication  between  demand  and  supply  regions  and 
States  will  be  necessary  to  insure  sound  coordination  of  movements. 

5.  The  adjustment  and  restructuring  of  some  major  and  secondary  migratory 
routes  will  be  necessary.  Breaks  in  job  continuity  have  occurred,  and  continue 
to  occur  as  a result  of  mechanization  displacements.  State  agencies,  working 
with  regional  and  national  office  personnel  will  plot  the  breaks  on  all  routes  and 
will,  whenever  possible  and  advisable,  search  for  and  fill  in  the  gaps  with  other 
crop  activities.  Unless  this  is  done,  migrants  will  shun  an  area  where  a job  void 
is  known  to  exist. 

6.  Strong  emphasis  will  be  given  to  youth  live-in  and  camp  programs  especially 
in  States  where  Mexican  nationals  were  used  in  1964.  In  these  States,  barrack- 
type  accommodations  and  centralized  dining  facilities  are  available,  all  of  which 
have  previously  been  required  to  meet  the  standards  set  in  the  Department  of 
Labor  regulations.  These  facilities  lend  themselves  admirably  to  the  concept 
of  youth  camps.  Special  programs  will  be  worked  out  with  employer  groups  to 
cover  all  program  aspects,  including  job  orientation,  employer-employee  rela- 
tions, supervision,  recreational  facilities,  etc.  Experience  has  shown  that  group 
youth  programs  require  special  organizational  treatment,  with  a strong  emphasis 
on  individual  selection,  thus  making  a heavy  call  on  staff  time.  A substantial 
amount  of  the  additional  staff  services  being  requested  will  be  devoted  to  these 
stepped-up  youth  programs.  The  Farm  Labor  Service  will  work  closely  with  the 
youth  programs  conducted  by  the  public  employment  services.  Although  not 
directly  tied  to  Youth  Opportunity  Centers,  the  agricultural  program  will  be  of 
particular  aid;  for  example,  in  providing  summer  work  to  permit  certain  dis- 
advantaged youth  to  continue  in  school. 

7.  Program  evaluation:  State  agencies,  with  regional  and  national  office  assist- 
ance will,  in  fiscal  1965,  embark  on  a concentrated  effort  to  evaluate  the  farm 
program  activities  of  all  local  offices  located  in  major  labor-using  areas.  Particular 
emphasis  will  be  placed  on  measuring  the  capabilities  of  local  areas  to  meet 
seasonal  labor  needs  during  that  year,  and  in  fiscal  1966.  Also,  assistance  wUl 
be  given  in  aU  phases  of  program  planning  and  execution,  and  in  setting  up  the 
self-evaluation  process. 

To  perform  the  recruitment  and  related  activities  in  the  volume  needed,  it  is 
estimated  that  230  additional  positions  and  $405,000  will  be  required. 

Farm  labor  area  information 

Fundamental  to  the  efficiency  of  State  and  local  office  recruitment  activities 
is  the  soundness  of  farm  labor  area  information,  both  as  to  demand  and  supply. 
While  the  demand  information  has  been  reasonably  adequate  in  most  States, 
that  relating  to  the  potentiality  of  labor  supply  has  not  been  adequate.  It  is 
recognized  that  this  has  been  attributable  to  staff  limitations  in  large  measure. 
It  is  clear  that  more  and  better  information  will  be  needed  to  cope  effectively 
with  the  new  demands  which  will  be  made  this  year. 

All  State  and  local  offices  will  be  required  to  improve  and  expand  their  farm 
labor  area  information,  and  assistance  will  be  given  by  the  Bureau’s  regional  and 
national  offices.  The  data  will  include  but  not  be  limited  to  (1)  updated  and  de- 
tailed information  in  respect  to  all  high  labor-using  crops;  (2)  improved  estimates 
on  labor  supplies  available  for  local,  intrastate,  and  interstate  farm  employment; 
(3)  alterations  in  channels  of  recruitment;  (4)  extent  of  increased  mechanization 
and  other  technological  changes,  their  effects  on  labor  in  the  crops  affected  and  on 
other  crops  in  the  area;  (5)  the  extent  of  shifts  of  cropland  use  from  or  to  crops 
requiring  large  amounts  of  seasonal  hired  labor;  (6)  changes  in  the  farm  wage 
structure;  (7)  changes  in  earnings  and  duration  of  employment;  (8)  changes  in 
migratory  routes  and  patterns;  and  (9)  the  extent  and  effect  of  the  use  of  restrictive 
practices  such  as  emigrant  agent  labor  laws  by  supply  States. 

It  should  be  noted  that  in  practice  the  local  employment  offices  also  serve  their 
communities  as  clearinghouses  on  all  matters  relating  to  the  local  labor  area  and 
manpower  coordination.  The  foregoing  outline  represents  only  a part,  but  a 
significant  part,  of  the  broad  field  of  labor  area  information  required  for  functional 
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use  by  the  local  offices.  Current  data  on  the  areas  mentioned  are  also  necessary  for 
proper  matching  of  men  with  jobs  and  to  insure  maximum  utilization  of  available 
manpower.  The  radical  changes  which  have  occurred  in  agriculture  during  the 
last  decade  are  of  significance  not  only  to  the  farm  communities,  but  to  the  urban 
centers  as  well.  The  Employment  Service  must  explore  the  impact  and  effect  of 
these  changes  in  the  agricultural  labor  economy  and  develop  means  to  overcome  the 
problems  occasioned  by  these  transitions. 

A strong  employer  and  community  information  program  will  be  conducted  to 
gain  wider  interest  in  and  support  for  the  Federal-State  domestic  farm  labor 
program.  The  Bureau  recognizes  that  in  a few  States  volume  usage  of  Mexican 
labor  for  well  over  a decade  created  a preference  for  this  form  of  labor,  and  this 
preference  will  not  be  readily  overcome.  Determined  efforts  will  be  made  by 
appropriate  States  and  local  offices  to  reorient  former  bracero  employers  to  the 
greater  use  of  American  workers.  The  advice  and  assistance  of  farm  associations 
and  food  processors  will  be  sought  for  the  development  of  a wide  range  of  publicity 
media  designed  to  stimulate  interest  in  agricultural  employment.  These  will  in- 
clude all  forms  of  visual  aids  in  farm  job  training,  from  mechanized  work  to  fruit 
picking,  and  will  be  made  particularly  suitable  for  showing  to  youth  and  un- 
employed urban  workers  recruited  for  seasonal  work.  The  purpose  of  these  aids 
will  be  to  increase  worker  skills  and  earning  capacity. 

State  and  local  public  information  programs  conducted  by  the  agencies  on  farm 
labor  activities  will  be  revitalized  and  expanded.  Strong  publicity  campaigns 
keyed  to  specific  segments  of  the  labor  force  will  be  conducted  in  the  buildup  stage 
prior  to  the  start  of  major  crop  activities.  Television,  radio,  and  press  will  be 
used  extensively  in  these  programs. 

The  farm  labor  representatives  of  most  local  offices  conduct  in  some  degree 
public  information  and  promotional  campaigns.  Too  frequently,  however,  they 
have  insufficient  time  to  plan  and  execute  the  kinds  of  programs  necessary  to  fully 
stimulate  and  maintain  mass  worker  interest,  or  to  gather  all  the  operating 
information  needed  for  good  recruitment  and  placement  work.  Provision  has 
been  made  in  this  estimate  for  a modest  amount  of  staff  time  which  should  remedy 
this  situation.  The  total  amount  of  additional  staff  needed  for  this  farm  labor 
activity  is  65  positions  and  $114,000. 

Community  services  to  migrants  and  coordination  of  Secretary's  regulations  on 
interstate  recruitment 

Additional  staff  time  will  be  needed  also  in  the  area  of  community  services  to 
migrants.  In  keeping  with  the  Department’s  policy  and  that  of  the  President’s 
Committee  on  Migratory  Labor,  the  Federal-State  employment  service  system, 
along  with  other  elements  of  the  Federal  and  State  Governments,  needs  to  partici- 
pate further  in  this  program.  Local  office  farm  staffs  assist  community  organiza- 
tions in  promoting  acceptance  of  the  migrants  as  temporary  residents;  in  extending 
to  migrants  needed  community  services,  particularly  in  respect  to  the  education 
of  migrant  children,  emergency  medical  care,  and  the  promotion  of  day  care 
facilities  for  migrant  children.  The  need  for  these  and  other  social  services  will 
be  considerably  heavier  in  1965.  While  staff  time  per  local  office  in  this  supporting 
activity  is  light,  it  is  extremely  important  to  these  committees  and  the  achieve- 
ment of  their  objectives,  which  is  shared  by  all  concerned  with  agricultural  labor 
in  the  area. 

The  larger  volume  of  interstate  migratory  movements  in  1965  will,  more  than 
ever,  emphasize  the  need  for  according  migrants  the  fullest  protections.  Inter- 
state migrants  processed  through  the  public  employment  system  are  given  these 
protections  through  the  regulations  of  the  Secretary  of  Labor,  which  require  satis- 
factory conditions  in  respect  to  transportation,  housing,  and  payment  of  prevailing 
wage  rates.  The  Federal-State  employment  system  is  responsible  for  seeing  that 
the  Secretary’s  regulations  are  observed.  Because  of  the  increased  volume  of 
migrations,  an  additional  23  positions  and  $41,000  will  be  needed  to  carry  out  this 
responsibility. 
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Explanation  of  cost  estimate 

State  positions 318 

Average  annual  salary  rate  for  1965 $5,  658 

Total  salary  costs 1,  800,  000 

Retirement  at  10.6  percent 190,  000 

Nonpersonal  services  costs 250,  000 

Total  annual  cost 2,  240,  000 

Total  cost  1965  based  on  the  average  of  318  positions  for 

3 months 560,  000 


The  average  salary  rate,  and  retirement  are  consistent  with  the  estimates 
contained  in  the  States’  operating  budgets. 

Unemployment  Compensation  for  Federal  Employees  and  Ex-servicemen 
Manpower  Administration 

For  an  additional  amount  for  “Unemployment  Compensation  for  Federal 
Employees  and  Ex-Servicemen”  $17,000,000. 


Amounts  available  for  obligation 


Appropria- 
tion, 1965 

Revised 

estimate, 

1965 

Appropriation  or  estimate - 

$126, 000, 000 

$126, 000, 000 
17, 000, 000 
-12,  000,000 
12,  000, 000 
1, 053, 000 

Estimated  supplemental 

Appropriation  available  from  subsequent  year 

-12, 000, 000 
12, 000,  000 
1, 063, 000 

Appropriation  available  in  prior  year 

Recovery  of  prior  year  obligations 

Total  fund  availability  or  estimate 

127,  053, 000 

144, 053, 000 

Obligations  by  activity 


Appropria- 
tion, 1965 

Revised 

estimate, 

1965 

1965  change 

1.  Unemployment  compensation  for  Federal  employees.. 

2.  Unemployment  compensation  for  ex-servicemen 

Total  obligations 

$50, 400, 000 
76, 653, 000 

$55, 400, 000 
88, 653, 000 

4-$5, 000, 000 
-f  12, 000, 000 

127, 053, 000 

144, 053, 000 

-1-17, 000,  000 

Obligations  by  object 


Appropria- 
tion, 1965 

Revised 

estimate, 

1965 

1965  change 

13.  Benefits  for  former  personnel. 

$127, 053, 000 

$144, 053, 000 

+$17, 000, 000 

Summary  of  changes 


Direct  ap- 
propriations 

Recovery  of 
net  prior 
year  funds 

Estimated 

available 

1965  estimate  ... ... 

$126, 000,  000 
143, 000, 000 

$1, 053, 000 
1, 053, 000 

$127, 053, 000 
144, 053, 000 

1965  revised  estimate 

Total  change 

-1-17, 000, 000 

-K7,  000,  000 

Mandatory  items:  To  provide  for  payment  of  benefits  com- 
mensurate with  prior  and  current  years’  experience.  In 
May  and  June  pa3rments  are  expected  to  run  above  experi- 
ence because  of  implementation  of  State  extended  benefit 
programs 

-1-17, 000, 000 
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JUSTIFICATION  OF  ESTIMATE 

It  is  estimated  that  $143  million  will  be  needed  for  the  payment  of  unemploy- 
ment benefits  under  the  unemployment  compensation  for  Federal  employees  and 
exservicemen  programs  for  fiscal  year  1965.  This  is  $17  million  over  the  $126 
million  currently  available  for  this  purpose.  During  fiscal  year  1965,  claims  have 
been  lower  than  in  fiscal  year  1964,  and  even  though  the  average  weekly  payments 
have  been  significantly  higher  in  the  UCX  program  because  of  the  two  recent 
military  pay  raises,  total  expenditures  in  the  States  for  benefit  payments  are 
running  at  93.8  percent  of  the  1964  level  through  December.  Based  on  the 
assumption  that  this  level  will  continue  throughout  the  year  at  about  6 percent 
below  the  expenditure  level  in  1964,  $143  million  will  be  needed  for  fiscal  year  1965. 

For  the  first  6 months  of  fiscal  year  1965  benefit  payments  have  amounted  to 
$61.7  million  compared  to  $65.8  million  during  fiscal  year  1964.  During  the 
second  6 months  of  fiscal  year  1965,  it  is  estimated  that  $81.3  million  will  be  needed 
as  compared  to  $86  million  expended  for  the  same  period  of  1964.  The  revised 
fiscal  year  1965  estimate  should  provide  adequate  funds,  including  increased  costs 
because  of  the  assumption  that  the  California  extended  duration  benefit  program 
will  trigger  on  March  1,  1 month  earlier  than  in  1964.  It  also  should  provide  for 
the  continuation  of  the  recent  climb  of  average  weekly  payments  under  the  UCX 
program  related  to  the  military  pay  .raises  in  1963  and  1964. 

The  closings  of  defense  installations  are  not  expected  at  this  time  to  have  a 
significant  effect  on  the  UCFE  program  because  the  plans  generally  call  for  an 
extended  period  of  phasing  out  the  installations  in  most  instances,  and  the  current 
economic  conditions  indicate  that  if  persons  were  laid  off,  the  duration  of  unem- 
pl(^ment  would  be  for  short  periods  of  time. 

Since  this  appropriation  is  the  only  source  of  funds  to  pay  these  statutorily 
required  benefits,  payments  will  be  suspended  if  and  when  the  funds  are  depleted. 
In  May  of  1964,  payments  of  100,000  claims  were  interrupted  because  of  this. 
We  estimate  that  the  $17  million  will  be  needed  for  obligational  purposes  on 
May  1 for  expenditures  between  May  15  and  May  30  when  the  funds  are  estimated 
to  run  out.  Funds  appropriated  under  title  XV  are  used  to  pay  benefits  to  unem- 
ployment Federal  employees  and  exservicemen  and  for  no  other  purpose. 
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Benefits  paid  for  unemployment  compensation  for  unemployed  Federal  employees 

and  exservicemen 


FEDERAL  EMPLOYEES 


Month 

Fiscal  year 
1964  actual 

Fiscal  year 
1965  esti- 
mated 

July... 

$4, 304, 537 
4, 814,  539 
4,  508, 719 
4,  732,  583 
4, 375, 473 
5, 455,  520 

$3, 911,300 
4, 173,700 
4, 197, 000 
4,021,800 
4,  201, 900 
4, 971, 900 

August 

September ..  ..  

October. 

November 

December 

Total  1st  6 months 

28, 191, 371 

25, 477, 600 

January 

6, 183, 292 

5,  862, 118 

6,  037, 633 
5,  604, 257 
4,  476, 416 
4,  547,  593 

5,  270, 100 
5, 200,  000 
5, 452, 300 
5, 200, 000 
4, 300,  000 
4,  400, 000 

February 

March. 

April 

May 

June 

Total  2d  6 months 

32,  711, 309 

29, 822, 400 

Total  for  year.. 

60,  902,680 

55, 300,  000 

EX-SERVICEMEN 


July.. 

August 

September 

October.. 

November 

December 

Total  1st  6 months. 

January.. 

February 

March... 

April 

May 

June 


Total  2d  6 months. 
Total  for  year 


6. 047, 673 
6,355,648 
5, 837, 389 
6,  015, 800 
5, 543, 829 
7, 777, 802 


37, 578, 141 


10, 412, 802 
9,708, 297 
9,  840, 760 
9, 128, 164 
7, 251, 427 
6,  972, 608 


53, 314, 058 


90, 892, 199 


6,296,  500 
6,428,  500 
6,  044, 600 

5. 082. 400 

5. 366. 400 

7,019,000 


36, 237, 400 


7. 883.000 
8, 231, 900 
9, 147,  700 
8,  500,  000 
7, 500,  000 

7. 200. 000 


48, 462, 600 


84, 700,  000 


Note.— July  1964  through  January  1965  represents  actual  State  expenditures. 

Pay  Costs 

EXPLANATION  OF  SUPPLEMENTAL  ESTIMATE  OF  APPROPRIATIONS  FOR  FISCAL  YEAR 
1965  DUE  TO  INCREASED  RATES  OF  PAY,  PUBLIC  LAW  88-426 

The  estimated  full  cost  of  increased  rates  of  pay  under  Public  Law  88-426 
during  fiscal  year  1965  amounts  to  $2,922,499  out  of  general  funds  and  $530,020 
from  trust  fund  authorizations,  or  a total  cost  of  $3,452,519.  House  Document 
No.  98  proposes  $2,022,500  from  general  funds  and  $7,100  from  trust  funds  or  a 
total  of  $2,029,600.  House  Document  No.  80  included  $449,500  from  trust  funds. 
This  represents  a total  absorption  of  28.2  percent  from  the  estimate;  9.3  percent 
offered  by  the  Department  of  Labor  and  an  additional  18.9  percent  required 
through  disallowances  made  by  the  Bureau  of  the  Budget. 

In  order  to  finance  fiscal  years  1965  and  1966  base  authorized  positions  under 
this  level  of  absorption,  it  was  necessary  to  reduce  (1)  financeable  man-years  of 
employment,  or  (2)  absorb  a portion  of  the  costs  in  other  objects  of  expenditure 
in  the  estimate  of  affected  appropriations. 

The  attached  tabulation  analyzes  pay  costs  and  absorptions  for  the  Department. 


Analysis  of  Department  of  Labor  pay  increase  costs 
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House 

document 

(6) 

O O I 1 lO  1 1 lOOOOOOOOO  lO 

OO  1 1.  lO  1 1 lOOOOOOOOO  lO 

OlO  1 1 lO  1 J 1 CO  O 1-H  O O to 

1 1 m-T  II  1 1-H  oT  oT 

1-H  1 1 1 00  1 1 1 1-H 

O liirH  i 

^ III  III  I 

111  III  1 

III  III  1 

111  111  1 

III  111 

III  III 

2, 029,  600 

Absorption 

Percent  of 
absorption 

(5) 

05000-<1<  C000l>t^0t'-O>00t00u30.-H 

OOOOl>-  0500050505000500000^ 

00 

Total  ab- 
sorption 

(4) 

$25,  430 
329,  228 
19,  616 
11,  498 
14,  480 

(47,  900) 
27,  000 
(24, 750) 
25, 916 
3, 184 

2!  911 
63, 200 
17,  969 
(250) 
168, 468 
(420) 
179, 400 
(100) 

973, 419 

Additional 
by  Bureau 
of  the 
Budget 

(3) 

OOOOO  1 0 1 1 1 1 > 1 1 1 lO  lO  1 

COOOO  1 0 1 1 1 I 1 1 1 1 lO  lO  1 

CO  0 CO  CO  ‘ 10  1 1 1 1 1 1 1 I lO  lO  1 

Or>Tc^(^i  O^iiiiiiiiiOOm-Ti 

C^Oi— ifHi  '^IIIIIIIII’^^IOI 

1 Tft  1 1 1 1 1 1 1 • I 1-H  « tH  I 

J WIJIIIIIJI  t 1 

1 _ llllllllj  1^  1 

1 1 1 I 1 1 1 1 1 1 1 1 

> 1 1 1 1 t 1 i 1 1 I 1 

1 1 1 1 I 1 1 1 1 1 1 t 

00 

05 

00 

Offered  by 
Department 
of  Labor 

(2) 

$5,  092 
32,  228 
3,316 
1,  198 
14,  480 

(47, 900) 
27,  000 
(24, 750) 
25,916 
3, 184 
11,  699 
2,911 
63,  200 
17,  969 
(250) 
20. 468 
(420) 
17, 440 
(100) 

(N 

oT 

CO 

Full  cost 
of  pay 
increases 

(1) 

$617,  000 
50,  930 
329, 228 
19,  616 
11,  498 
195, 480 

(497, 400) 
27,  000 
(24,  750) 
267,216 
32,  884 
130,  299 
30,  111 
637,  200 
184, 169 
(2, 350) 
210, 468 
(4,  420) 
179, 400 
(1, 100) 

3, 452, 519 

1 Included  in  H.  Doc.  80.  * To  be  applied  to  unobligated  rent  funds. 

2 To  be  transferred  from  Office  of  the  Secretary  (unobligated  rent  funds). 
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SUBCOMMITTEE  ON  DEPARTMENTS  OF  STATE,  JUSTICE,  AND 
COMMERCE,  THE  JUDICIARY,  AND  RELATED  AGENCIES  APPRO- 
PRIATIONS 


JOHN  J.  ROONEY,  New  York,  Chairman 


ROBERT  L.  F.  SIKES,  Florida 
JOHN  M.  SLACK,  JR., 

West  Virginia 
NEAL  SMITH,  Iowa 
JOHN  J.  FLYNT,  Georgia 
CHARLES  S.  JOELS  ON,  New  Jersey 


FRANK  T.  BOW,  Ohio 
GLENARD  P.  LIPSCOMB, 
California 

ELFORD  A.  CEDERBERG, 
Michigan 


Tuesday,  February  23,  1965. 
DEPARTMENT  OF  STATE 


Salaries  and  Expenses 


WITNESSES 

VERNE  B.  LEWIS,  DEPUTY  ASSISTANT  SECRETARY  FOR  BUDGET 
AND  FINANCE 

G.  MARVIN  GENTILE,  DEPUTY  ASSISTANT  SECRETARY  FOR  SE- 
CURITY 


Object  classification 


(In  thousands  of  dollars] 


Direct  obligations; 

Personnel  compensation: 

11. 1  Permanent  positions... 

11. 3 Positions  other  than  permanent 

11. 4 Special  personal  service  payments,  reimbursable 

details 

11. 6 Other  personnel  compensation. 

Total  personnel  compensation 

12.0  Personnel  benefits 

21. 0 Travel  and  transportation  of  persons 

22. 0 Transportation  of  things. 

23. 0 Rent,  communications,  and  utilities 

24. 0 Printing  and  reproduction 

25. 1 Other  services 

25. 2 Services  of  other  agencies 

25. 3 Services  of  working  capital  fxmd 

26.0  Supplies  and  materials 

31.0  Equipment 

41.0  Grants,  subsidies,  and  contributions 

42.0  Insurance  claims  and  indemnities - 

Total  direct  obligations 

Reimbursable  obligations 

Supplemental  required  for  pay  increases 

Proposed  transfers  from— 

Contributions  to  international  organizations- 

International  tariff  negotiations.— 

99.0  Total  obhgations.  - 


1965  presently 

1965  revised 

Increase 

available 

estimate 

104, 791 

104,850 

69 

1, 654 

1, 554 

294 

294 

6,843 

6,856 

13 

112,482 

112, 654 

72 

12, 327 

12,375 

48 

12,802 

13, 010 

208 

6, 152 

6,160 

8 

9,028 

9,048 

20 

939 

939 

6, 911 

6,190 

279 

416 

612 

196 

2, 229 

2, 230 

1 

3, 166 

3, 174 

8 

5,227 

5, 287 

60 

64 

64 

2 

2 

170, 745 

171,  645 

900 

96,  663 

96,  663 

-5,855 

6,855 

-740 

740 

-150 

150 

260,663 

268, 308 

7,645 
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Personnel  summary 


1963 

actual 

1964 

actual 

1965 

estimate 

Total  number  of  permanent  positions. 

FuU-time  equivalent  of  other  positions. 

22, 502 

22,936 

22, 982 

290 

433 

434 

Average  number  of  all  employees. 

21,980 

22, 714 

22,686 

Average  GS  grade. 

8.1 

8.2 

8.2 

Average  GS  salary 

Average  grade  and  salary  estabhshed  by  the  Foreign  Service 

$7,474 

$7,972 

$8, 568 

Act  of  1946  (22  U.S.C.  801-1158): 
Average  grade: 

Foreign  Service  officer 

4.4 

4.3 

4.3 

Foreign  Service  reserve  officer... 

4.5 

4.2 

4.2 

Foreign  Service  staff 

7. 5 

7.2 

7.2 

Average  salary: 

Foreign  Service  officer 

$11,632 

$12, 159 

$13, 352 

Foreign  Service  reserve  officer... 

$11,510 

$12, 350 

h3, 414 

Foreign  Service  staff 

$5,989 

$6, 448 

$6, 831 

Average  salary  of  ungraded  positions 

$5,  544 

$5, 669 

$5, 512 

Average  salary  in  foreign  countries  (local  rates).. 

$2, 173 

$2, 321 

$2, 483 

Program  and  financing 

[In  thousands  of  dollars] 


1965 

presently 

available 

1965 

revised 

estimate 

Increase 

Program  by  activities: 

Direct  obligations: 

1.  Executive  direction  and  policy  formulation 

2.  Conduct  of  diplomatic  and  consular  relations  with 

foreign  countries 

16,194 

129, 701 

2,240 

2,221 

9,671 

10,717 

16, 194 

129, 701 

2,240 
2,221 
10, 571 
10, 717 

3.  Conduct  of  diplomatic  relations  with  international 
organizations 

4.  Domestic  pubhc  information  and  liaison 

5.  Central  program  services 

6.  Administrative  and  staff  activities 

Total  direct  obUgations 

900 

170, 745 
96,663 
-5, 855 

-740 

-150 

171, 645 
96, 663 

900 

Reimbursable  obligations 

Supplemental  required  for  pay  increases 

Proposed  transfers  from— 

Contributions  to  international  organizations 

Tntp.rnat.innfl,!  tariff  np.gotiations  __  . . 

6,855 

740 

150 

Tntql  nhligatinns  . 

260,663 

-96,049 

-614 

268, 308 

-96, 049 
-614 

7,645 

Financing: 

Receipts  and  reimbursements  from: 
A (iministrntivp  bndgp.t  accounts 

Non-Federal  sources 

New  obligational  authority  (appropriation). 

164, 000 

171,645 

7,645 

Mr.  Kooney.  The  committee  will  please  come  to  order. 

The  first  item  to  which  we  shall  direct  our  attention  this  morning  is 
the  supplemental  request  contained  at  page  17  of  House  Document 
No.  80.  It  is  entitled  ‘‘Department  of  State,  Salaries  and  Expenses’^: 

For  an  additional  amount  for  “Salaries  and  expenses,”  including  expenses 
necessary  to  provide  maximum  physical  security  in  Government-owned  and 
leased  properties  abroad,  $7,645,000,  of  which  $740,000  shall  be  derived  by  transfer 
from  the  appropriation  for  “Contributions  to  international  organizations,”  fiscal 
year  1965,  and  $150,000  shall  be  derived  by  transfer  from  the  appropriation  for 
“International  tariff  negotiations,”  fiscal  year  1965. 

We  have  a separate  set  of  justifications  in  regard  thereto  and  we 
shall  insert  pages  1 through  13  thereof  at  this  point  in  the  record. 

(The  pages  foUow:) 
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Salabies  and  Expenses 
H.  Doc.  80 


Appropriation  to  date $164,000,000 

Obligations  to  Dec.  31,  1964 $90,800,991 

Expenditures  to  Dec.  31,  1964 $72,751,651 

Budget  estimate  next  fiscal  year $181,675,000 

Employment: 

Average  number  in  current  appropriation 13, 701 

Number  involved  this  estimate 16 

Request  (for  3 months  from  Apr.  1,  1965) $7,645,000 


PURPOSE  AND  NEED  FOR  SUPPLEMENTAL  FUNDS 

Additional  funds  are  requested  to  provide  $900,000  for  the  improvement  of  the 
Department’s  security  program,  both  in  Washington  and  overseas,  and  $6,745,000 
for  increased  pay  costs  pursuant  to  Public  Law  88-426,  of  which  $890,000  is  to 
be  derived  by  transfer  from  other  appropriations. 

EXPLANATION  OF  LANGUAGE  CHANGES 

1.  Insert  the  words  ‘^expenses  necessary^  to  provide  maximum  physical  security 
m Government  owned  and  leased  properties  abroad.” 

This  change  provides  the  authority  to  use  the  “Salaries  and  expenses”  appro- 
priation to  fund  the  cost  of  preventing  or  seeking  out  and  destroying  eaves^op- 
ping  and  similar  equipment  and  devices  implanted  in  the  waUs  or  other  parts 
of  our  diplomatic  and  counsular  buildings  abroad.  It  is  contemplated  that  the 
Navy  Seabees,  under  a reimbursement  agreement,  will  assist  our  own  personnel 
m structural  and  other  alterations,  additions,  modifications,  and  other  changes  in 
U.S.  Government  owned  and  leased  properties  abroad  to  provide  maximum 
physical  security. 

It  is  the  Department’s  position  that  security  activities  of  this  kind  should  be 
budgeted  for  and  included  in  the  “Salaries  and  expenses”  appropriation,  together 
with  other  security  activities  of  the  Department  of  State.  At  the  present  time 
expenses  of  the  Department’s  foreign  buildings  operations,  except  for  expenses 
of  short-term  leased  properties  and  certain  other  expenses,  are  financed  from  the 
appropriation  “Acquisition,  operation,  and  maintenance  of  buildings  abroad” 
under  statutory  limitations.  In  order  to  use  the  “Salaries  and  expenses”  appro- 
priation for  carrying  out  the  aforementioned  security  project  in  Government 
owned  and  long-term  leased  properties  abroad,  it  is  necessary  to  include  specific 
language  in  the  “Salaries  and  expenses”  appropriation. 

SECURITY  ACTIVITIES,  $900,000 

This  supplemental  request  is  for  further  intensified  physical  security  measures, 
both  in  Washington  and  overseas. 

The  discovery  of  wired  microphone  systems  in  the  Moscow  and  Warsaw  Em- 
bassies has  shown  that  such  installations  were  made  during  the  construction  of 
the  buildings.  Dependent  upon  the  degree  of  the  threat  and  the  sensitivity  of 
the  operations  invoved,  the  Department  proposes  that  in  the  future  construc- 
tion or  renovation  work  be  done  by  American  artisans  or  under  close  and  constant 
American  observation.  This  will  be  accomplished  through  the  use  of  U.S.  Navy 
Seabees  and  an  expanded  marine  security  guard  program. 

The  installation  of  secure  conference  rooms  at  all  major  and  sensitive  posts 
abroad  must  be  accelerated  in  order  to  provide  maximum  protection.  The 
assignment  of  American  maintenance  personnel  is  essential  to  preclude  the  in- 
stallation of  surreptitious  surveillance  devices  by  local  maintenance  workers  at 
posts  where  the  security  threat  is  most  acute.  Additionally,  the  Department 
proposes  to  establish  a security  guard  force  to  improve  the  security  of  State  De- 
partment facilities  in  Washington. 

The  request  includes  funds  for  16  additional  positions  ($269,800)  for  reimburse- 
ment to  the  Department  of  Defense  for  services  of  59  Seabees|($277,700)  and  14 
Marine  guards  ($28,400),  for  reimbursement  to  the  General  Services  Administra- 
tion for  23  additional  guards  ($49,100),  and  a classified  research  and  development 
project  ($275,000). 
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Following  is  a detailed  explanation  of  the  programs  that  will  be  undertaken 
during  the  last  quarter  of  1965  for  which  funds  are  requested: 

Surveillance  of  construction  and  renovation  projects 

To  provide  American  labor  forces  overseas,  arrangements  have  been  made  to 
utilize  73  military  personnel — 59  Navy  Seabees  and  14  marines — in  construction 
and  renovation  projects  overseas. 

A Seabee  team  of  21  men  on  reimbursable  loan  from  the  Department  of  Defense 
composed  of  plumbers,  carpenters,  electricians,  and  plasterers,  would  be  distributed 
to  the  four  regional  technical  centers  to  provide  specialized  construction  assistance 
for  (1)  preparation  of  special  rooms,  (2)  incurring  damage  and  repair  of  target 
areas  in  demolition  projects  (3)  providing  direct  labor  or  supervision  on  renova- 
tion projects  within  sensitive  areas,  and  (4)  assisting  technical  security  personnel 
in  conducting  routine  technical  inspections  and  thereby  making  immediate 
restorations  of  minor  damage  incurred  during  these  inspections.  The  four  regional 
technical  centers  are  located  at  Frankfurt,  Beirut,  Panama,  and  Tokyo. 

The  other  38  Seabees  on  reimbursable  loan  will  be  utilized  to  provide  sur- 
veillance through  close  and  constant  observation  of  non- American  workmen  to 
prevent  the  planting  of  surreptitious  listening  devices  on  construction  projects. 

For  security  purposes,  the  Department  proposes  to  obtain  the  services  of  14 
Marine  guards  for  construction  projects  overseas.  Few,  if  any,  construction 
personnel  remain  on  the  location  site  during  nonworking  hours.  This  affords 
opportunity  for  hostile  forces  to  plant  listening  devices  in  the  building.  Marine 
security  guards  would  be  assigned  to  a post  where  construction  and  renovation 
projects  are  underway  to  maintain  rigid  access  control  at  all  sites.  Although 
Marine  guards  are  presently  assigned  at  oversea  posts  for  security  and  access- 
control  purposes  during  nonworking  hours,  the  number  is  not  sufficmet  to  provide 
guard  service  on  construction  and  renovation  projects. 

In  addition,  one  new  officer  is  needed  in  the  Office  of  Security  to  act  as  full- 
time liaison  with  foreign  building  operations  on  all  construction  or  renovation 
projects — establishmg  categories  of  technical  threat,  determing  the  number  and 
type  of  Seabees  required  for  adequate  supervision,  and  assisting  during  all  phases 
of  work  to  assure  that  the  participation  of  the  Office  of  Security  is  both  adequate 
and  continuous.  This  officer  will  also  prepare  country  assessments  of  the  technical 
threat  at  all  posts  where  construction  or  renovation  is  planned  by  canvassing 
appropriate  Bureaus  of  the  Department  and  other  U.S.  agencies  when  necessary. 

Additionally,  this  officer  would  be  required  to  work  closely  with  foreign  build- 
ings operations  and  other  interested  Government  agencies  to  insure  that  security 
requirements  receive  full  attention  in  the  initial  planning  for  new  construction. 

Oversea  regional  technical  centers 

In  order  to  implement  the  Department’s  expanded  technical  security  program 
four  additional  officer  positions  are  needed  to  supplement  the  staff  of  the  Regional 
Technical  Center,  Frankfurt  (three)  and  Panama  (one).  These  centers  pro- 
vide technical  security  services  for  Foreign  Service  posts  in  the  European  area 
and  Central  and  South  America. 

In  connection  with  the  expanded  and  accelerated  program  the  incumbents  of 
the  new  positions  will  perform  the  following  functions: 

1.  Conduct  periodic  technical  inspect^ions  which  will  include  more  intensive 
physical  searches  than  heretofore. 

2.  Erect  acoustic  conference  rooms  and  shielded  communications  en- 
closures. 

3.  Perform  periodic  tests  of  these  enclosures  to  insure  their  integrity. 
Buildings  maintenance  personnel 

The  Department  over  the  years  has  discovered  numerous  microphones  and  other 
surreptitious  listening  devices  which  have  been  “planted”  by  foreign  intelligence 
services  in  sensitive  areas  of  our  embassies.  Although  some  devices  have  been 
installed  during  construction  of  the  premises,  others  have  been  “planted”  by  alien 
maintenance  employees  while  performing  normal  maintenance  functions  within 
the  sensitive  areas. 

In  order  to  preclude  the  installation  of  such  audio  surveillance  devices  by  local 
maintenance  workers  the  Department  proposes  to  establish  an  American  mainte- 
nance position  at  those  posts  where  the  technical  security  threat  is  most  acute. 
The  incumbents  of  these  positions,  serving  as  General  Services  assistants,  will 
actually  perform  the  day-to-day  maintenance  work  in  all  sensitive  areas.  This 
will  include  electrical,  plumbing,  plastering,  carpentry,  and  minor  telephone 
repair.  Thus,  there  will  no  longer  be  a necessity  for  local  maintenance  employees 
or  contractor  personnel  to  have  access  to  the  sensitive  areas  of  the  chancery. 
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During  those  periods  when  the  American  maintenance  officer  is  not  physically 
engaged  in  this  category  of  work,  he  will  supervise  projects  that  can  be  safely 
accomplished  by  locals. 

The  request  provides  for  16  American  positions,  offset  by  a reduction  of  16  local 
positions. 

Telephone  technicians 

Six  telephone  installation  and  maintenance  positions  are  required  to  extend  the 
development  of  a State  Department  capability  to  install  and  maintain  telephone 
central  office  equipment  at  Foreign  Service  posts.  Development  of  this  capability 
will  permit  the  gradual  elimination  of  indigenous  technicians  now  employed  at 
these  posts  for  telephone  installation  and  maintenance  work.  This  action  will 
minimize  the  possibility  of  unobserved  technical  penetration  of  administrative 
telephone  systems  at  oversea  posts.  It  is  proposed  to  locate  these  technicians 
at  the  following  regional  communication  offices:  Addis  Ababa,  Accra,  Beirut, 
Bonn,  Manila,  and  Washington,  D.C. 

Physical  security  of  the  State  Department  Building 

The  physical  security  of  the  State  Department  Building  in  Washington  needs  to 
be  improved.  Four  security  officers  and  one  clerk  are  required  for  this  purpose. 
In  addition  23  guards  on  reimbursable  assignment  from  the  General  Services 
Administration  are  required  to  provide  security  coverage  of  the  building  during 
nonworking  hours,  weekends,  and  holidays,  and  also  allow  for  daytime  and  night- 
time patrols  and  security  inspections. 

Although  the  Department  of  State  provides  public  service,  particularly  in  the 
issuance  of  passports,  and  encourages  the  public  to  attend  periodic  unclassified 
briefings,  it  is  a sensitive  agency  and  a primary  intelligence  target.  It  is  impera- 
tive that  a security  guard  force  be  established  in  the  Main  State  Building  to 
provide  a security  program  more  in  keeping  with  other  sensitive  Government 
agencies.  This  program  wiU  entail:  (1)  establishment  of  access  control  points; 
(2)  the  challenging  and  identification  of  employees  and  visitors  especially  during 
nonworking  hours;  (3)  the  monitoring  of  security  practices  of  employees;  and 
(4)  the  inspection  of  offices  at  the  close  of  business  to  insure  all  classified  material 
is  properly  safeguarded. 

Research  and  development 

Funds  in  the  amount  of  $275,000  are  requested  for  classified  technical  security 
projects. 

Basis  for  estimate 

The  total  request  of  $900,000  is  distributed  by  purpose  as  shown  below: 


Total 

New  posi- 
tions 

Seabees 

Marine 

guards 

GSA 

guards 

Research 
and  devel- 
opment 

Personnel  compensations  and  benefits 

Travel 

$120, 400 
207,  900 
8, 100 
20, 000 
278, 500 
196,  200 
600 
8, 100 
60,  200 

$120, 400 
72, 200 
8, 100 
15,  800 
3, 500 

$128, 400 

$7, 300 

Transportation  of  things 

Rent,  communications,  and  utilities 

4, 200 

Other  services 

$275,000 

Services,  other  agencies 

132,  500 

21, 100 

$42.  600 

Services  of  working  capital  fund 

600 
8, 100 
41, 100 

Supplies  and  materials 

Equipment 

12,  600 

6.  500 

Total 

900,  000 

269,800 

277,  700 

28, 400 

49, 100 

275,000 

The  request  includes  the  cost  of  32  additional  American  positions,  offset  by  a 
reduction  of  16  local  positions.  Seven  of  the  new  American  positions  are  to 
be  assigned  in  Washington,  and  25  at  oversea  posts.  The  amount  of  $269,000 
for  the  new  positions  provides  for:  (2)  Salaries  and  personnel  benefits  for  3 
months;  (2)  assignment  travel  and  shipment  of  effects  at  an  average  cost  of  $2,330 
for  25  positions  overseas;  (3)  cost  of  living  allowances,  field  travel,  communica- 
tion cost,  and  supplies,  materials,  furniture  and  equipment. 

The  travel  cost  for  Seabees  includes  $48,930  for  the  initial  assignment  of  21 
Seabees  to  the  4 regional  technical  centers  at  an  average  of  $2,330  per  trip.  The 
balance  of  $79,470  is  for  travel  and  per  diem  for  the  other  38  Seabees  to  be  as- 
signed to  projects  around  the  world.  The  communications  costs  related  to  the 
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Seabee  projects  abroad  have  been  provided  for  in  the  amount  of  $4,200.  The 
$132,500  for  services  to  other  agencies  includes  $11,800  for  a clothing  allowance  of 
$200  per  man  and  $76,100  for  pay  and  allowances  of  $5,160  per  man  year  for  the 
59  Seabees,  and  $44,600  for  housing  and  other  allowances  of  the  21  Seabees 
assigned  to  the  4 regional  technical  centers.  The  $12,000  for  equipment  is  to 
provide  furniture  and  equipment  for  the  21  Seabees. 

The  $28,400  for  Marine  guards  includes  $7,300  for  the  travel  of  14  marines  to 
their  posts  of  assignment  at  the  Marine  Corps  average  of  $525  per  trip,  and 
$21,100  for  clothing,  allowances,  and  housing  for  the  marines. 

The  $42,600  for  GSA  guards  includes  $36,900  to  reimburse  GSA  for  the  full 
salary  cost  of  23  additional  guards  for  1 fiscal  quarter  and  $5,700  for  upgrading 
the  55  positions  included  in  the  present  guard  force.  The  $6,500  in  equipment  is 
to  provide  reception  area  equipment  and  desks  for  security  guards  and  physical 
barriers  for  visitor  control. 

PAY  INCREASE  COSTS,  $6,745,000 

The  total  estimate  for  increased  pay  costs  resulting  from  Public  Law  88-426, 
is  $6,745,000.  The  supplemental  request  proposes  an  additional  appropriation 
of  $5,855,000  and  transfer  of  $890,000  from  unobligated  balances  in  other  ap- 
propriations. 

The  increase  in  annual  salary  rates  was  calculated  separately  for  each  grade 
or  class  of  general  schedule.  Foreign  Service  officer.  Foreign  Service  Reserve 
officer.  Foreign  Service  Staff,  and  executive  positions.  The  increase  in  total 
annual  salary  rates  is  $6,340,325,  an  increase  of  7.15  percent.  The  net  cost  of 
$6,745,000  was  arrived  at  as  shown  in  the  table  below: 


Annual  rate $6,  340,  325 

Pay  in  excess  of  52-week  base 22,  800 

Deduct: 

Pay  Act  lapse  for  3 days —72,  800 

Normal  lapse —321,  225 

Add  terminal  leave 56,  300 


Total,  permanent  American  salaries 6,  025,  400 


W.A.E.  employment 6,  900 

Temporary  and  part-time  employment 62,  700 

Reimbursable  details 8,  000 

Hardship  post  differential 142,  800 

Charg4  d’ Affaires 6,  700 

Overtime  and  nightwork  pay 47,  400 

Post  allowance 31,  700 

Separate  maintenance  allowance 200 

Territorial  allowance 400 

Payments  to  other  funds 405,  900 

Other  services 6,  900 


Total  estimate 6,  745,  000 


The  total  pay  increase  costs  for  all  appropriations  of  the  Department  are 
estimated  at  $7.5  million.  Of  this  amount,  $1.6  million,  or  22  percent,  can  be 
absorbed  within  the  Department’s  present  resources,  leaving  a balance  of  $5.9 
million  for  which  a supplemental  appropriation  is  required.  The  sole  supple- 
mental appropriation  being  requested  is  the  one  under  the  salaries  and  expenses 
appropriation. 

Mr.  Rooney.  Of  the  amount  requested,  Mr.  Lewis,  $900,000  is  for 
improvement  of  the  Department’s  physical  security  program  and 
the  remainder  for  increased  pay  costs;  is  that  correct? 

Mr.  Lewis.  That  is  correct,  Mr.  Chairman. 

REVISED  REQUEST  SUMMARY 

Mr.  Rooney.  We  have  an  item  here  of  $269,800  for  16  additional 
positions — a net  of  16  positions.  I take  it  this  may  be  deleted? 
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Mr.  Lewis.  This  may  be  deleted  and  we  have  a revised  sheet  show- 
ing this  reduction,  Mr.  Chairman. 

Mr.  Rooney.  These  are  deleted  at  this  point  because  of  the  fact 
that  the  new  positions  have  been  withdrawn  in  the  regular  presenta- 
tion for  fiscal  year  1966;  is  that  correct? 

Mr.  Lewis.  That  is  right,  sir. 

Mr.  Rooney.  We  shall  insert  this  revised  statement  of  the  request 
at  this  point  in  the  record. 

(The  revised  statement  follows.) 

Salaries  and  Expenses 


Supplemental  request,  fiscal  year  1965 


Original 

request 


Revised 

request 


Security: 

New  positions. 

Seabees 

Marine  guards 
GSA  guards... 
Special  project. 


$269, 800 
277, 700 
28, 400 
49, 100 
275,  000 


$277, 700 
28, 400 
49, 100 
275,  000 


-$269,800 


Total,  security... 

Pay  Act  costs: 

New  appropriation. 


900, 000 


630,  200 


-269,800 


5, 855,  000 


5, 855,  000 


Transfer  from: 

Contributions  to  international  organizations. 
International  tariff  negotiations 

Total,  Pay  Act  costs 

Total,  supplemental 


740, 000 
150,  000 


740, 000 
150,  000 


6, 745,  000 


6. 745,  000 


7,  645,  000 


7, 375,  200 


-269, 800 


Mr.  Rooney.  We  had  this  decrease  in  mind  when  we  first  took  a 
look  at  it. 

What  else  comes  out? 

Mr.  Lewis.  That  is  all  we  are  withdrawing,  Mr.  Chairman. 

Mr.  Rooney.  Don’t  you  want  to  offer  any  further  withdrawals? 

Mr.  Lewis.  No,  sh*. 

Mr.  Rooney.  You  are  going  to  leave  that  to  us;  are  you? 

Mr.  Lewis.  We  will  leave  that  to  your  judgment. 

COST  OF  SEABEES 

Mr.  Rooney.  What  are  the  details  of  this  $277,000  item  entitled 
‘^Seabees,”  under  ^‘Security.” 

Mr.  Lewis.  That  is  for  two  types  of  things.  We  want  to  use  Sea- 
bees on  a reimbursable  basis  from  the  Navy  in  connection  with  con- 
struction projects  abroad.  Thu’ty-eight  Seabees  are  for  that  purpose. 
The  other  21  Seabees  on  a reimbursable  basis  are  in  connection  with 
our  operations.  These  will  be  located  at  our  regional  technical  cen- 
ters abroad  for  preparation  of  special  rooms,  for  detection  of  listen- 
ing devices,  microphones,  and  other  devices,  for  supervising  renova- 
tion projects  within  sensitive  areas  and  for  assisting  technical  security 
personnel  in  conducting  routine  technical  inspections.  Both  of  these 
programs  grow  out  of  the  finds  in  the  past  year.  In  Moscow  and 
Warsaw  we  found  microphones  had  been  installed  during  the  con- 
struction period,  and  this  is  the  program  we  have  come  up  with  as 
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the  best  way  of  protecting  ourselves  against  repetition  of  that  sort 
of  situation. 

Mr.  Rooney.  Of  course,  I asked  for  the  details  of  the  program, 
and  I haven’t  heard  any  details  yet.  You  are  telling  us  what  we 
have  already  heard  in  the  course  of  the  past  week  or  so. 

DETAILS  OF  INCREASES  REQUESTED 

There  is  a breakdown  into  four  figures  on  page  11  of  the  justifica- 
tion which  we  have  inserted  in  the  record.  How  do  you  arrive  at  the 
figure  of  $128,400  for  travel,  for  example? 

Mr.  Lewis.  $48,930  of  that  is  for  the  initial  assignment  of  21  Sea- 
bees  to  the  4 regional  technical  centers  at  an  average  cost  of  $2,330 
per  trip.  The  balance  of  $79,470  is  for  travel  and  per  diem  for  the 
other  38  Seabees  to  be  assigned  to  construction  projects  around  the 
world.  The  $4,200  for  communications  is  for  extra  communication 
costs  which  we  anticipate  in  connection  with  this  entire  Seabee  project. 
The  $132,500  for  reimbursement  to  other  agencies  is  for  reimburse- 
ment to  the  Navy  for  the  following:  $11,800  is  clothing  allowance  of 
$200  per  man;  $76,100  is  for  pay  and  allowance,  for  the  59  Seabees; 
and  $44,600  for  housing  and  other  allowances  of  the  21  Seabees 
assigned  to  the  4 regional  technical  centers.  The  $12,600  for  equip- 
ment is  to  provide  furniture  and  equipment  for  the  21  Seabees. 

FURNITURE  AND  EQUIPMENT  FOR  SEABEES 

Mr.  Rooney.  What  are  the  details  of  that? 

Mr.  Lewis.  I am  sorry,  sir,  we  do  not  have  that.  We  wiU  have  to 
supply  it. 

(The  information  follows:) 

Seabee  furniture  and  equipment 


6 electric  hammers  and  accessories $1,  800 

6 electric  chippers  and  accessories 800 

4 electric  welders  and  accessories 2,  000 

6 220/110  volt  transformers 600 

4 cutting  torches  and  accessories 1,  500 

4 mason  handtool  kits 900 

4 carpenter  handtool  kits 1,  800 

4 electrician  handtool  kits 1,  000 

6 electric  drills 200 

4 metal  desks 400 

20  chairs 600 

21  safety  equipment  sets 1,  000 


Total 1 12,  600 


» Estimated  prices  include  export  packing  and  shipping  costs. 

MARINE  GUARDS 

Mr.  Rooney.  What  are  the  details  of  this  $28,400  for  Marine 
guards  beyond  the  paragraph  at  page  12  of  the  justifications?  Where 
do  you  propose  to  station  them? 

Mr.  Lewis.  They  would  be  stationed  at  the  construction  sites  at 

Kabul,  Afghanistan;  Paris,  France 

Mr.  Rooney.  You  don’t  have  enough  Marine  guards  in  Paris? 
Mr.  Lewis.  Not  for  surveillance  of  construction,  Mr.  Chairman. 
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Mr.  Rooney.  How  many  do  we  have  in  Paris? 

Mr.  Lewis.  I don’t  know,  Mr.  Chairman. 

Mr.  Rooney.  Please  insert  that  information  at  this  point  in  the 
record. 

(The  information  requested  is  discussed  on  page  132:) 

TRAVEL  COSTS 

Mr.  Rooney.  Now,  in  connection  with  these  14  Marine  guards, 
you  have  travel  for  them  at  $525  a trip.  That  would  include  trips 
to  Kabul,  Afghanistan. 

Why  is  there  such  a difference  between  the  cost  of  this  travel  and 
the  travel  of  $2,330  for  the  Seabees? 

Mr.  Lewis.  The  difference,  Mr.  Chairman,  is  that 

Mr.  Rooney.  The  Seabees  will  not  he  going  as  far  as  Kabul, 
Afghanistan? 

Mr.  Lewis.  We  have  an  overall  arrangement  with  the  Navy,  Mr. 
Chairman,  to  reimburse  them  at  the  rate  of  $525  a trip  for  all  Marine 
travel,  regardless  of  the  destination.  It  is  simply  an  overall  agree- 
ment on  this  factor  basis  with  the  Navy  for  the  Marines.  We  do  not 
have  that  sort  of  an  agreement  for  the  Seabees. 

Mr.  Rooney.  Why  don’t  you? 

Mr.  Lewis.  Our  agreement  with  them  on  the  Seabees  is  to  pay  the 
total  cost. 

Mr.  Rooney.  Why  don’t  you  have  a similar  arrangement?  They 
are  only  going  to  Eastern  Europe. 

Mr.  Lewis.  That  is  something  we  can  pursue  with  the  Navy.  Our 
discussions  so  far  have  been  on  the  basis  we  would  pay  the  entire  cost 
for  the  Seabees. 

Mr.  Rooney.  It  doesn’t  make  sense  if  the  Navy  cost  for  travel  of 
the  Marine  guards  is  $525  to  pay  $2,330  for  the  travel  of  the  Seabees. 

Mr.  Lewis.  The  $2,330  is  our  own  experience  of  sending  new 
appointees  to  the  field,  and  this  includes  a proportion  of 

Mr.  Rooney.  These  are  going  to  travel  on  a higher  level  than  the 
Marine  guards.  These  will  be  on  a diplomatic  level;  will  they? 

Mr.  Lewis.  No,  sir;  they  will  not. 

Mr.  Rooney.  First  cabin? 

Mr.  Lewis.  I am  sure  most  of  them  will  go  on  economy  air. 

Mr.  Rooney.  Can  you  see  a saving  right  here,  Mr.  Lewis,  without 
any  further  ado? 

Mr.  Lewis.  It  is  possible,  Mr.  Chairman. 

Mr.  Rooney.  That  is  quite  a concession.  You  better  get  busy  on 
it. 

TRAVEL  COSTS  FOR  SEABEES  AT  $525  PER  TRIP 

Go  ahead;  what  is  that  total  for  travel  here?  Please  insert  at  this 
point  in  the  record  an  indication  of  what  this  would  be  for  these 
Seabees  at  a cost  of  $525  a trip. 

Mr.  Lewis.  Yes,  sir. 

(The  information  requested  follows:) 

Travel  Costs  of  21  Seabees  Utilizing  $525  per  Trip  Factor,  $11,025 

The  estimated  saving  utilizing  the  Marine  guard  $525  per  trip  cost,  in  lieu  of  a 
$2,330  per  trip  cost,  would  be  $37,905.  However,  the  $525  Marine  guard  travel 
cost  is  predicated  upon  travel  of  single  marines  whereas  the  $2,330  is  the  cost 
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of  travel  and  transportation  of  effects  of  Seabees  and  their  dependents  assigned 
to  the  four  regional  technical  centers  located  in  Tokyo,  Frankfurt,  Beirut,  and 
Panama. 

NUMBER  OF  MARINE  GUARDS  IN  PARIS 

Mr.  Lewis.  I have  the  number  of  guards  at  Paris  now,  if  you  would 
hke  it,  Mr.  Chairman. 

Mr.  Kooney.  How  many  are  there? 

Mr.  Lewis.  We  now  have  37  Marine  guards,  enlisted  men,  at 
Paris,  and  1 officer. 

Mr.  Kooney.  That  is  quite  a company.  You  want  to  send  how 
many  more  there? 

Mr.  Lewis.  We  are  planning  to  send  13  there  during  the  construc- 
tion period. 

Mr.  Kooney.  Oh;  this  is  all  contingent  on  what? 

Mr.  Lewis.  This  is  primarily  in  connection  with  the  renovation  of 
the  office  building,  Mr.  Chairman.  It  is  not  tied  in  with  the  proposed 
construction  of  a residence. 

Mr.  Kooney.  This  has  nothing  to  do  with  the  Kothschild  House? 

Mr.  Lewis.  No,  sir. 

Mr.  Kooney.  This  is  2 and  4 Avenue  Gabriel? 

Mr.  Lewis.  Yes,  sir. 

Mr.  Kooney.  Have  we  inquired  as  yet  as  to  the  cost  of  this  recon- 
struction, renovation,  or  what-have-you,  at  2 and  4,  Avenue  Gabriel? 

Mr.  Lewis.  I don’t  believe  you  have,  during  this  hearing,  Mr. 
Chairman. 

Mr.  Kooney.  This  might  be  a good  point.  Do  you  have  that 
information? 

Mr.  Lewis.  I am  sure  I do  not  have  it,  sir,  because  it  is  this  year’s 
money,  and  I only  have  detail  on  next  year’s  money. 

Mr.  Kooney.  Are  you  sending  any  Seabees  to  be  used  in  connection 
with  this  proposed  renovation  in  Paris? 

Mr.  Lewis.  Yes,  sir. 

Mr.  Kooney.  How  many? 

Mr.  Lewis.  I see  I made  an  error.  We  are  sending  13  Seabees. 
I gave  that  for  Marine  guards  a minute  ago.  I will  correct  the  record. 
There  are  no  additional  Marine  guards  for  Paris. 

Mr.  Chairman,  I am  sorry  I misled  you. 

LOCATION  OF  ADDITIONAL  MARINE  GUARDS 

Mr.  Kooney.  Where  are  these  Marine  guards  going,  at  a cost  of 
$28,400? 

Mr.  Lewis.  I will  see  if  Mr.  Gentile  can  answer  that. 

Mr.  Gentile.  Mr.  Chairman,  of  the  14  Marine  guards,  7 are  going 
to  Kabul,  Afghanistan.  Kabul  is  now  under  construction.  They 
.have  the  groundwork  aU  done.  Four  will  go  to  Tel  Aviv,  and  three 
are  going  to  Lome. 

Mr.  Rooney.  Mr.  Lewis,  I assume  you  will  inform  Mr.  Gentile 
about  the  discussion  we  had  concerning  the  travel:  $525  for  Marine 
guards  and  $2,330  for  Seabees. 

Mr.  Lewis.  I will,  sir. 
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GSA  GUARDS 

Mr.  Rooney.  What  are  the  details  of  the  $49,100  for  GSA  guards. 
They  are  all  to  be  used  here  in  connection  with  the  new  building  in 
Washington? 

Mr.  Gentile.  Yes,  sir.  The  $49,100  would  be  broken  down: 
$36,900  to  reimburse  GSA  for  the  full  cost  of  the  23  additional 

Mr.  Rooney.  This  is  only  for  the  3-month  period,  is  it  not? 

Mr.  Gentile.  Yes,  sir.  This  would  be  the  salaries,  $36,900  for  the 
3-month  period  for  23  additional  guards,  and  then  we  would  have  to 
upgrade  the  55  positions  to  conform  vdth  these  new  23  which  would 
amount  to  $5,700. 

Air.  Rooney.  If  you  didn’t  have  any  visitors  down  there,  and  this 
building  was  used  only  for  official  business,  you  wouldn’t  need  these 
guards,  would  you?  _ - — 

Air.  Gentile.  Do  you  mean  if  it  were  a closed  building,  sR? 

Air.  Rooney.  If  it  was  used  just  for  official  business. 

Air.  Gentile.  We  would  have  to  have  guards.  We  haven’t  costed 
out  how  it  would  come  out  in  total.  We  would  need  a fair  guard 
force,  because  we  would  have  to  have  a badging  of  our  people. 

Air.  Rooney.  How  many  do  you  have  there,  now? 

Air.  Gentile.  We  have  55,  sir. 

Air.  Rooney.  That  is  not  a fak  guard  force? 

Air.  Gentile.  It  might  be  possible  if  it  were  a closed  building  to 
work  with  the  55.  We  haven’t  costed  that  out  because  we  have  not 
been  able  to  get  agreement  that  we  would  have  a closed  building. 
To  have  a closed  building  we  would  have  to  have  a badging  system— — - 

Air.  Rooney.  You  would  have  to  do  away  with  aU  the  entertain- 
ment up  on  the  eighth  floor? 

Air.  Gentile.  That  could  still  be  handled,  sir,  with  a closed  build- 
ing. We  have  a sj^stem  of  blocking  it  off  and  closing  off  areas  so  that 
people  come  into  the  main  lobby  and  go  straight  up  and  do  not  have 
access  to  other  areas  of  the  building.  That  can  be  worked  out. 

Air.  Rooney.  The  public  isn’t  aUowed  to  travel  to  the  floors  the 
Secretary  and  Under  Secretary  are  on? 

Air.  Gentile.  The  public  can  come  up  to  those  areas.  They  are 
stopped  at  the  reception  area,  going  up  in  there,  but  that  area  is  open 
to  the  public.  There  are  certain  areas  in  the  building  that  are 
restricted  areas  where  we  have  a- barrier  and  you  have  to  get  in  by  a 
buzzer  system.  They  are  locked  areas.  Other  than  that,  the 
building  is  wide  open. 

RESEARCH  AND  DEVELOPMENT 

Air.  Rooney.  Now,  what  about  this  $275,000  entitled  ‘‘Research 
and  development”?  I do  not  find  any  reference  to  this  in  the  justifi- 
cations, other  than  the  figure,  itself. 

Air.  Gentile.  This  is  a classified  area  that  we  would  like  to  be 
off  the  record. 

Mr.  Rooney.  Very  weU. 

(Discussion  off  the  record.) 
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PAY  INCREASE  COSTS 

Mr.  Rooney.  Mr.  Lewis,  at  page  13  of  these  justifications,  you  have 
a very  substantial  item  of  $6,745,000  entitled  “Pay  increase  costs.^’ 

Have  you  absorbed  any  pay  increase  costs  in  this  budget  of  $164 
million? 

Mr.  Lewis.  In  the  “Salaries  and  expenses’^  account  we  have 
absorbed  none  except  by  the  transfer  from  these  other  appropriations. 
For  all  other  appropriations  we  are  absorbing  it  or  taking  care  of  it  by 
transfer. 

The  amount  for  which  we  are  not  asking  appropriations  is  22  per- 
cent of  the  total,  for  all  appropriations.  In  the  case  of  salaries  and 
expenses,  there  is  no  real  absorption,  sir. 

Mr.  Rooney.  Thank  you,  gentlemen. 


Friday,  February  19,  1965. 

Emergencies  in  the  Diplomatic  and  Consular  Service 

WITNESS 

WILLIAM  R.  LITTLE,  SPECIAL  ASSISTANT  TO  DEPUTY  UNDER 
SECRETARY  FOR  ADMINISTRATION 
DWIGHT  J.  PORTER,  ASSISTANT  SECRETARY  FOR  ADMINISTRA- 
TION 

Otject  classification 


1965 

1965 

1965 

presently 

revised 

increase 

available 

estimate 

Unvouchered 

1,500 

2,000 

500 

Program  and  financing 
[In  thousands  of  dollars] 


1965 

presently 

available 

1965 

revised 

estimate 

1965 

increase 

Program  by  activities:  Unforeseen  emergencies  (total  obli- 
gations)...  - 

1,500 

2, 000 

500 

Financing:  New  obligational  authority  (appropriation) 

1,500 

2, 000 

500 

Mr.  Rooney.  The  next  item  contained  in  House  Document  No. 
80  for  the  Department  of  State  is  “for  an  additional  amount  for 
^emergencies  in  the  diplomatic  and  consular  services,^  $500,000.’^ 

We  have  a separate  set  of  justifications  in  regard  thereto  which 
we  shall  insert  at  this  point  in  the  record,  to  wit,  pages  14  through 
16  of  the  justification  folder  with  regard  to  the  supplemental  estimates 
for  the  Department  of  State.  Page  14  will  be  inserted  in  the  Record 
at  this  point. 

(The  page  follows:) 
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Emergencies  in  the  Diplomatic  and  Consular  Service 
(H.  Doc.  80) 


Appropriation  to  date $1,  500,  000 

Obligations  to  Dec.  31,  1964 637,  130 

Expenditures  to  Dec.  31,  1964 418,  810 

Budget  estimate  next  fiscal  year 1,  600,  000 

Employment None 

Request  (for  3 months  from  Apr.  1,  1955) 500,  000 


PURPOSE  AND  NEED  FOR  SUPPLEMENTAL  FUNDS 

Additional  funds  are  requested  to  provide  for  unanticipated  expenses  essential 
to  the  conduct  of  the  foreign  affairs  of  the  United  States. 

EVACUATION  OF  OVERSEA  PERSONNEL 

Mr.  Rooney.  What  about  this,  Mr.  Little? 

Mr.  Little.  Mr.  Chairman,  this  current  fiscal  year  we  received  an 
appropriation  of  $1,500,000  to  use  for  emergency  expenditures.  Since 
hearing  our  appropriation  request  for  that  amount  of  money,  we  have 
had  certain  emergencies  to  arise  in  connection  with  the  evacuation  of 
American  personnel  overseas.  The  last  and  major  one  that  has  arisen 
is  the  evacuation  from  Saigon  of  all  dependents.  That  in  itself  will 
cost  just  a shade  over  $400,000,  around  $388,000. 

Mr.  Rooney.  For  how  many  dependents? 

Mr.  Little.  There  were  95  dependents  that  are  being  evacuated. 
In  addition,  we  had  the  carryover  from  Cyprus  and  the  Congo  evacua- 
tion which  cost  approximately  $135,000,  which  brings  our  total  to 
well  over  $500,000,  but  we  believe  with  the  $500,000  additional  we 
will  be  able  to  take  care  of  the  evacuations  to  the  current  time. 

Mr.  Rooney.  Where  are  these  dependents  from  Saigon  being 
evacuated  to? 

Mr.  Little.  I am  not  certain  exactly  as  to  the  spots.  I know  a 
good  portion  of  them  were  coming  back  to  the  United  States. 

Mr.  Porter.  There  are  four  safe  havens:  Manila,  Bangkok,  Hong 
Kong,  and  the  continental  United  States,  a point  of  residence  of  the 
people’s  choosing.  The  bulk  of  the  people  are  coming  back  to  the 
United  States,  which  is,  frankly,  what  we  prefer  in  this  particular 
case,  primarily  those  with  families  who  have  educational  problems. 

Mr.  Rooney.  And  this  includes  travel  of  dependents? 

Mr.  Little.  Yes. 

Mr.  Rooney.  What  else? 

Mr.  Little.  Movement  of  household  goods  and  the  commercial 
air  travel.  This  is  figured  on  a 90-day  basis. 

Mr.  Porter.  We  give  them  a certain  allowance. 

Mr.  Little.  Yes,  to  cover  certain  additional  costs  in  the  location 
where  they  have  to  set  up  a second  residence.  That  is  on  a definite 
scale  and  it  covers  a 90-day  period.  There  is  a 6-week  period  at  the 
end  of  the  fiscal  year  not  covered  in  this  request. 

Mr.  Rooney.  Very  well,  gentlemen.  10:30  on  Monday  morning, 
please. 


, 136 

DEPARTMENT  OF  JUSTICE 


Federal  Bureau  of  Investigation 

Thursday,  March  4,  1965. 
WITNESS 

HON.  J.  EDGAR  HOOVER,  DIRECTOR 

Salaries  and  Expenses 

Object  classification 


[In  thousands  of  doUars] 


1965 

presently 

available 

1965 

revised 

estimate 

1965 

increase 

Personnel  corupensation: 

11.1  Permanent  positions 

122,  033 
28 
6, 943 

124, 611 
28 
7, 121 

2,578 

11. 3 Positions  other  than  permanent  _ 

11. 5 Other  personnel  compensation 

178 

Total  personnel  compensation _ . _ 

129,  004 
8,  917 
5,524 
851 
3, 939 
299 
1,898 
2,  078 
4,  996 
5 

131, 760 
9,110 

6.144 
1,  068 

4. 144 
365 

2,  050 
2, 190 
5,  705 
5 

2,756 

193 

620 

217 

205 

66 

152 

112 

709 

12. 0 Personnel  benefits 

21.  0 Travel  and  transportation  of  persons 

22. 0 Transportation  of  things 

23. 0 Rent,  communications,  and  utilities 

24.0  Printing  and  reproduction 

25. 1 Other  services 

26.0  Supphes  and  materials 

31. 0 Equipment 

42.0  Tnsnrancp.  clfl.im.d  and  iTidemnfi.iPs  

Total  costs,  funded 

157, 511 
-1, 461 
-5,  605 

162,  541 
-1, 461 

5,030 

94.0  Change  in  selected  resources _ 

Supplemental  required  for  pay  increases 

99. 0 Total  obhgations 

5,605 

150, 445 

161, 080 

10,  635 

Personnel  summary 


1963  actual 

1964  actual 

1965  estimate 

Total  number  of  permanent  positions 

14, 354 
3 

14, 422 
2 

15,377 

4 

Full-time  equivalent  of  other  positions 

Average  number  of  all  employees 

13,811 
13, 709 
4 

13, 829 
14,  227 
5 

14, 654 
14,992 
4 

Employees  in  permanent  positions,  end  of  year 

Employees  in  other  positions,  end  of  year 

Average  GS  grade. _ . 

8.0 

8.1 

7.9 

Average  GS  salary 

$7, 730 
$5,  547 

$8, 193 
$5, 789 

$8,396 
$5, 981 

Average  salary  of  ungraded  positions 

137 


Program  and  financing 


[In  thousands  of  doUarsJ 


1965 

presently 

available 

1965 

revised 

estimate 

1965  increase 
(-f)  or 

decrease  (— ) 

Program  by  activities: 

1.  Security  and  criminal  investigations: 

6,684 

7, 261 
119, 371 
12,  577 
3,  744 
1,424 
6, 450 

6, 881 

7, 513 
123, 854 
12, 662 
3,  744 
1,424 
6, 463 

-f-197 

+252 
-i-4, 483 
-[-85 

+13 

(b)  Maintenance  of  investigative  records  and  com- 

munications system 

(c)  Field  investigations 

2.  Identification  by  fingerprints  

3.  Criminal  and  scientific  laboratory 

4.  Training  schools  and  inspectional  services 

5.  General  administration 

Total  program  costs,  funded 

157, 511 
-1,461 
-5, 605 

162,  541 
-1, 461 

+5, 030 

Change  in  selected  resources 

Supplemental  required  for  pay  increases 

10  Total  obligations 

+5, 605 

150, 445 
150,  445 

161, 080 
161,  080 

+10,  635 
+10, 635 

Financing: 

New  obligational  authority: 

40  Appropriation 

71  Obligations  affecting  expenditures 

72  Obligated  balance,  start  of  year 

150, 445 
12,  571 
-11,  261 

161,080 
12,  571 
-12,  071 

+10, 635 

74  Obligated  balance,  end  of  year  (— ) 

90  Expenditures 

-810 

151, 755 

161, 580 

+9, 825 

Mr.  Rooney.  At  this  time  we  shall  consider  the  supplemental 
appropriation  request  of  the  Federal  Bureau  of  Investigation  for  the 
fiscal  year  1965  in  the  amount  of  $10,635,000  as  contained  in  House 
Document  No.  80,  89th  Congress. 

We  shall  at  this  point  insert  in  the  record  pages  2 through  19  of  the 
justifications. 

(The  pages  follow:) 

Appropriation  Language 

“For  an  additional  amount  for  ‘Salaries  and  expenses’,  $10,635,000. 

“ * * * including  purchase  for  police-type  use  without  regard  to  the  general 
purchase  price  limitation  for  the  current  fiscal  year  (not  to  exceed  ffive]  six 
hundred  and  one,  including  one  armored  vehicle,  of  which  five  hundred  and  one 
shall  he  for  replacement  only)  * * 

The  above  proposed  language  change  will  provide  for  the  100  additional  cars 
to  be  used  by  the  200  special  agents  included  in  the  supplemental  request  to 
handle  the  work  resulting  from  the  passage  of  the  Civil  Rights  Act  of  1964, 
approved  July  2,  1964. 

Included  in  the  $10,635,000  supplemental  request  is  $5,605,000  to  cover  pay 
increases  and  $5,030,000  to  cover  work  resulting  from  the  enactment  of  the  Civil 
Rights  Act  of  lOM  (Public  Law  88-352,  approved  July  2,  1964),  extension  of  name 
check  procedures  and  the  investigation  of  White  House  personnel. 
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Detail  of  personnel  compensation 


1965  presently 
available 


Num- 

ber 


Total 

salary 


1965  revised 


Num- 

ber 


Total 

salary 


1965  increase 


Num- 

ber 


Total 

salary 


Grades  and  ranges: 

Special  positions  at  rates  equal  to  or  in 
excess  of  $24,500: 

Director 

Associate  director 

The  assistant  to  the  director 

GS-18.  $24,500: 

Assistant  director 

Special  agent  in  charge 

GS-17.  $21, 445  to  $24,445: 

Assistant  director 

Inspector 

Senior  administrative  offi- 
cer  - 

Special  agent  in  charge 

GS-16.  $18,935  to  $24,175: 

Inspector 

Senior  administrative  offi- 
cer  

Technical  specialist 

Special  agent  in  charge 

Assistant  special  agent  in 

charge 

GS-15.  $16,460  to  $21,590: 

Inspector 

Senior  administrative 

officer 

Technical  specialist 

Special  agent  in  charge 

Assistant  special  agent  in 

charge 

Special  agent 

GS-14.  $14,170  to  $18,580 

Senior  administrative 

officer 

Technical  specialist 

Assistant  special  agent  in 

charge 

Special  agent 

GS-13.  $12,075  to  $15,855 

GS-12.  $10,250  to  $13,445 

GS-11.  $8,650  to  $11,305.... 

GS-10.  $7,900  to  $10,330 

GS-9.  $7,220  to  $9,425 

GS-8.  $6,630  to  $8,610 

GS-7.  $6,050  to  $7,850 

GS-6.  $5,505  to  $7,170 

GS-5.  $5,000 to  $6,485.... 

GS-4.  $4,480  to  $5,830 

GS-3.  $4,005  to  $5,220 

GS-2,  $3,680  to  $4,805 

Grades  established  by  Interdepartmental 
Lithographic  Wage  Board,  Washington, 
D.C.  area; 

^ WB-24.  $9,090  to  $11,066 

WB-22.  $8,590 to  $10,462 

WB-20.  $8,112  to  $9,880 

WB-19.  $7 ,842  to  $9,547 

WB-18.  $7,592  to  $9,235.. 

WB-17.  $7,342  to  $8,965 

WB-16.  $7,093 to  $8,632.. 

WB-14.  $6,573  to  $8,008 

WB-13.  $6,344  to  $7,717 

WB-12.  $6,094 to  $7,405 

WB-9.  $5,346  to  $6,510 

WB-6.  $4,576  to  $5,595 

Ungraded  positions  at  hourly  rates  equiva- 
lent to  less  than  $14,170 


Total  permanent 

Pay  above  the  stated  annual  rate 

Lapses 

Net  savings  due  to  lower  pay  scales  for 
part  of  the  year 


252 

73 

37 

165 

3,999 

418 

689 

779 

163 

164 
486 
562 

1, 767 
2,210 
2,299 
493 


1 

1 

1 

1 

1 

2 

8 

6 

1 

7 

17 

2 

104 


30. 000 

28. 500 

52. 000 

245, 000 

24. 500 

24,445 

165,498 

44,399 
255, 138 

187, 137 

233, 259 
84. 760 
372,834 

19,  590 

126, 030 

779,928 
73,  579 
481,214 

313, 016 
197,225 


3,979,436 
1, 184, 198 

593, 103 
2,567,282 
54,705,170 
4,  593, 580 
6,433,215 
6,  555, 642 
1,373,621 
1,294,538 
3,357,920 
3, 535, 820 
9,767,381 
10,  503, 179 
9, 546,425 
1, 818, 204 


9,734 
9,214 
8,674 
9,235 
8, 133 
15,724 
62,878 
42, 391 
6,781 
44, 804 
95, 063 
9,736 

586,802 


252 

73 

37 

165 

3,999 

418 

689 

1,073 

163 

164 
486 
562 

1, 767 
2,298 
2,485 
526 


17 

2 

104 


30. 000 
28,  500 

52.000 

245, 000 
24,  500 

24, 445 
165. 498 

44,390 
255, 138 

187, 137 

233,250 
84,  760 
372,834 

19, 590 

126,030 

779, 928 
73,  579 
481,214 

313, 016 
197,225 


3,979, 436 
1, 184, 198 

593, 103 
2,567,282 
54,705,170 
4, 593, 580 
6,433,215 
8,878,242 
1, 3',  3, 621 
1,294,538 
3,357,920 
3, 535,820 
9,767,381 
10, 897, 419 
10,291,355 
1,939,644 


10, 046 
9,  506 
8,965 
9, 547 
8, 382 
16,266 
65,064 
43, 867 
7,010 
46, 426 
98,770 
10, 150 

605, 424 


14, 896 


-545 


126, 455, 917 
473, 417 
-3, 652, 950 

-55,700 


15, 497 


-731 


130, 069, 381 
488, 140 
-4,  689, 337 

-68, 806 


294 


2,322,600 


33 


394,240 
744,930 
121, 440 


312 

292 

291 

312 

249 

542 

2,186 

1,476 

229 

1,622 

3,707 

414 

18,622 


-186 


3, 613,464 
14,723 
-1,036,387 

-13,106 


Net  permanent  (average  number,  net 

salary) 

United  States  and  possessions 

Foreign  countries:  U.S.  rates 


14, 283 
68 


122, 381, 350 
839, 334 


14, 698 


124, 960, 044 
839, 334 


415 


2,  578, 694 
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Detail  of  personnel  compensation — Continued 


1965  presently 
available 

1965  revised 

1965  increase 

Num- 

ber 

Total 

salary 

Num- 

ber 

Total 

salary 

Num- 

ber 

Total 

salary 

Positions  other  than  permanent;  Intermit- 
tent employment  

28, 000 
6,  538, 081 

28, 000 

6,  715,446 
293, 190 

194,  510 

Other  persoimel  compensation: 
Overtime  and  holiday  pay 

177,365 

Nightwork  differential 

293, 190 
194,  510 

Post  differentials  and  cost-of-living 
allowances 

Total  personnel  compensation 

130, 274, 465 

133, 030,  524 

2, 756, 059 

Salaries  and  wages  in  the  foregoing  sched- 
ule are  distributed  as  follows: 

Direct  obhgations . _ 

129, 004, 203 

131,  760, 262 

2, 756,059 

Reimbursable  obligations 

1, 270, 262 

1, 270, 262 

Salaeies  and  Expenses 

Schedule  on  supplemental  appropriations  and  revised  estimates 
[In  thousands] 


1,  Present  appropriation  or  estimate $150,  445 

2.  Additional  amounts  available 1,  671 


3.  Total  amount  available 152,  116 


4.  Apportionments: 

1st  quarter 39,  953 

2d  quarter 42,  321 

3d  quarter 40,  078 

4th  quarter 29,  764 

Budgetary  reserves 


5.  Total  apportionments  and  reserves 152,  116 


6.  Obligations: 

1st  quarter  (actual) 39,  950 

2d  quarter  (actual) 42,  317 

3d  quarter  (estimated) 40,  085 

4th  quarter  (estimated) 40,  399 


7.  Total  actual  and  estimated  obligations 162,  751 

8.  Less  total  amount  available 152,  116 


9.  Estimated  supplemental  required 10,  635 


10.  Estimated  supplemental  included  in  latest  budget 10,  635 


11.  Date  needed: 


For  obligation,  June  14,  1965. 

For  expenditure,  July  2,  1965. 

12.  Estimated  expenditures  from  supplemental: 


In  current  fiscal  year 

In  next  fiscal  vear  _ _ _ 

After  next  fiscal  year 

In  Budget 

$9,  825 

810 

Revised 
$9,  825 
810 

Total  — __ 

13.  Actual  obligations  last  3 months: 

October  _ _ 

November 

December — 

10, 635 

10,  635 

14,  873 

13,  138 

14,  306 
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Justification 

Subsequent  to  the  justification  of  the  1965  appropriation  for  the  Federal  Bureau 
of  Investigation  before  Congress  the  passage  of  two  pieces  of  legislation  and  two 
new  programs  undertaken  by  the  FBI  have  made  it  necessary  for  this  Bureau 
to  request  additional  funds  and  personnel  for  the  fiscal  year  1965  in  a total  amount 
of  $10,635,000  (H.  Doc.  No.  80). 

An  amount  of  $5,605,000  is  included  in  the  supplemental  request  to  cover 
increased  salary  costs  caused  by  enactment  of  the  Government  Employees  Salary 
Reform  Act  of  1964  (Public  Law  88-426,  approved  August  14,  1964)  which  cannot 
be  absorbed  by  the  FBI.  The  only  way  it  would  be  possible  to  absorb  any  of  this 
increased  pay  cost  would  be  to  make  a reduction  in  staff.  Aside  from  the  fact 
that  such  action  is  prohibited  by  section  125(c)  of  title  I of  the  pay  increase  law, 
such  a reduction  is  absolutely  impossible,  as  far  as  this  Bureau  is  concerned,  if  it 
is  to  continue  to  properly  carry  out  its  responsibilities.  The  execution  of  essential 
functions  relating  to  the  safety  and  internal  security  of  the  Nation  would  be 
seriously  affected  by  any  such  reduction.  On  the  contrary,  it  is  necessary  to 
request  additional  personnel,  as  set  forth  below. 

The  passage  of  the  Civil  Rights  Act  of  1964  (Public  Law  88-352,  approved 
July  2,  1964)  has  made  it  necessary  for  this  Bureau  to  request  additional  funds 
and  pCTSonnel  for  the  fiscal  year  1965.  In  addition,  two  new  programs  were 
undertaken  by  the  FBI  beginning  in  the  latter  part  of  October  1964:  the  extension 
of  name  check  procedures  in  regard  to  the  more  than  one  million  name  check 
requests  received  annually  from  other  Government  agencies  and  security  back- 
ground investigations  of  White  House  personnel  being  undertaken  at  the  request 
of  the  President. 

The  additional  funds  required  as  a result  of  the  new  legislation  and  programs 
are : 

Civil  Rights  Act  of  1964  (Public  Law  88-352,  approved  July  2, 

1964)  +$3,800,000 

Extension  of  name  check  procedures  and  investigation  of  White 

House  personnel +1,  230,000 


Total  request +5,030,000 

There  is  set  forth  below  a justification  of  the  additional  funds  and  personnel 
to  be  provided  by  the  $5,030,000. 

CIVIL  RIGHTS  ACT  OF  1964 

There  has  been  a growing  volume  of  work  in  the  civil  rights  field.  The  fiscal 
year  1964  witnessed  the  receipt  of  a record-high  total  of  3,340  civil  rights  cases, 
a 24-percent  increase  over  the  number  received  in  the  prior  year.  This  volume 
will  be  sharply  increased  by  the  work  accruing  from  the  Civil  Rights  Act  of  1964, 
which  placed  additional  demands  upon  the  Bureau  in  matters  relating  to  public 
accommodations,  public  facilities,  and  public  education. 

One  section  of  the  act  pertains  to  discrimination  in  places  of  public  accommoda- 
tion, such  as  hotels  and  restaurants.  It  authorizes  the  Attorney  General  to 
take  various  steps  in  connection  with  discriminatory  practices  in  such  facilities. 
With  a tremendous  number  of  public  accommodation-type  business  establishments 
throughout  the  country,  we  have  been  called  upon  to  investigate  a substantial 
number  of  complaints. 

Another  section  of  the  act  pertains  to  discriminatory  practices  in  public  facilities 
throughout  the  country,  such  as  libraries  and  parks.  Here  again,  the  Attorney 
General  is  enabled  to  take  action  to  further  the  orderly  progress  of  desegregation 
in  such  facilities.  This  has  given  rise  to  numerous  matters  for  investigation. 

There  is  also  a section  of  the  act  pertaining  to  discriminatory  practices  in  the 
field  of  public  education  and  the  Attorney  General  is  authorized  to  take  certain 
actions.  The  Bureau  is  being  called  upon  to  handle  many  complaints  arising 
under  the  purview  of  the  public  education  section  of  the  act. 

Since  the  FBI  has  been  in  need  of  additional  personnel  to  keep  abreast  of  its 
old  work,  it  is  impossible  for  it  to  absorb  any  of  the  new  work  under  the  Civil 
Rights  Act  of  1964.  Accordingly,  an  additional  330  employees  will  be  needed 
for  both  the  fiscal  years  1965  and  1966  to  handle  the  added  work  accruing  from 
this  new  legislation.  Insofar  as  the  fiscal  year  1965  is  concerned,  these  employees 
will  be  on  the  rolls  for  less  than  a full  year  and  thus  the  supplemental  request  for 
1965  is  being  submitted  on  the  basis  of  achieving  the  equivalent  of  236  full-year 
employees  (166  agents  and  70  clerks). 
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The  supplemental  request  for  civil  rights  work  in  the  fiscal  year  1965  makes 
provision  for  the  following  items: 

1.  The  cost  of  salary  and  “other  expense”  items  for  the  236  full-year 

employees  totals $2,  207,  883 

2*^Since  the  FBI  has  only  a very  minimum  number  of  cars,  it  will 
need  100  cars  for  the  investigative  personnel  requested.  This 
involves  costs  of 223,  870 

3.  Special  equipment,  primarily  of  the  communications  type,  is 

needed  to  service  the  additional  personnel  and  to  meet  responsi- 
bilities under  the  new  civil  rights  legislation.  This  includes 
radio  equipment  for  the  new  cars,  surveillance  equipment, 
radio  station  equipment  for  the  newly  opened  Jackson  (Miss.) 
office,  and  the  like.  This  needed  special  equipment  involves 
costs  of 405,  949 

4.  The  rising  cost  of  certain  “Other  expense”  items  has  presented  the 

Bureau  with  a serious  financial  problem.  Primarily  involved 
are  substantially  increased  costs  resulting  from  the  necessity 
for  having  large  groups  of  agents  in  a constant  travel  status, 
the  movement  of  large  groups  of  agents  from  one  office  to 
another  to  meet  heavy  workloads  arising  in  different  localities, 
and  the  need  for  round-the-clock  contact  with  and  supervision 
of  important  field  investigations  primarily  in  connection  with' 
civil  rights  work.  This,  in  turn,  has  brought  about  increases 
in  the  cost  of  supplies  and  other  supporting  expense  items. 

So’that  the  Bureau  will  be  in  a position  to  continue  to  handle  these 
rising  costs,  an  overall  increase  of  $962,298  in  “Other  expense”  items 
is  required,  as  follows: 


Travel 388,220 

Transportation  of  things 171,  926 

Communications, 99,828 

Printing  and  reproduction 56,  956 

Other  services 113,  912 

Supplies  and  materials 56,  956 

Equipment 74,  500 


Total  “Other  expense”  items 962,  298 


Total  civil  rights  supplemental.  3,  800,  000 


EXTENSION  OF  NAME  CHECK  SEARCHES 

Over  the  years,  all  Government  agencies  submitting  name  check  requests 
have  been  made  cognizant  that  their  requests  for  a search  of  the  Bureau’s  investi- 
gative files  are  for  information  of  a security  nature  and  that  references  of  a strictly 
criminal  nature  are  not  reviewed,  with  certain  exceptions  such  as  requests  under 
Executive  Order  10450  (Security  of  Government  Employees  Program),  unless 
specifically  requested  by  the  submitting  agency.  The  agencies  have  also  been 
made  aware  that  name  check  requests  are  not  searched  through  our  Identification 
Division.  This  is  accomplished  by  the  submission  of  a fingerprint  card  or  request 
directly  to  the  Identification  Division. 

While  the  agencies  submitting  name  check  requests  also  submit  to  the  Identi- 
fication Division  an  estimated  90  percent  of  their  more  than  1 million  annual 
name  check  request  submissions,  under  our  expanded  procedures  beginning  in 
the  latter  part  of  October  1964,  all  name  check  search  submissions  will  also  be 
checked  against  the  Identification  Division  records.  To  accomplish  this,  the 
Government  agencies  are  being  advised  that  in  the  event  fingerprints  or  an 
identifying  arrest  number  is  not  available  and  a name  check  by  the  Identification 
Division  is  desired,  a duplicate  copy  of  the  investigative  files  name  check  request 
should  be  submitted  directly  to  the  Identification  Division. 

The  expanded  name  search  procedures  also  provide  that  all  name  check  requests 
from  Government  agencies  will  include  a search  of  security  and  criminal  investi- 
gative file  references  even  though  this  has  not  been  requested  in  some  instances 
in  the  past. 

It  is  estimated  that  it  will  require  the  services  of  117  clerical  employees  to 
carry  out  these  expanded  name  check  search  procedures.  These  additional  em- 
ployees will  not  be  on  the  rolls  for  the  full  fiscal  year  1965,  but  for  a sufficient 
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length  of  time  to  achieve  the  equivalent  of  77  full-year  employees  during  the 
fiscal  year  1965.  The  cost  is  estimated  at  $343,000. 

Security  background  investigations  of  White  House  personnel 

The  White  House  has  indicated  that  current  security  background  investiga- 
tions in  regard  to  approximately  1,700  White  House  personnel  will  be  required 
Of  this  number,  some  600  are  military  personnel  and  the  background  investiga-* 
tions  will  be  handled  by  the  military  services.  The  remaining  1,100  will  require 
background  investigations  by  the  FBI.  It  is  estimated  that  about  825  will  fall 
in  the  full-field  category.  It  is  estimated  that  the  remaining  275,  or  about  25 
percent,  will  have  had  a full-field  investigation  within  the  recent  past  from  the 
Civil  Service  Commission  or  the  FBI  and  will  require  an  investigation  covering 
a shorter  period  of  time.  Our  supplemental  fund  and  personnel  needs  to  handle 
this  added  work  are  based  on  these  premises. 

In  addition  to  the  1,100  investigations  to  be  received  immediately,  there  will 
be  a monthly  flow  of  about  30  investigations  to  take  care  of  turnover.  Since 
these  will  be  new  employees  in  most  instances,  all  will  require  a full-field 
investigation. 

Accordingly,  our  estimated  additional  needs  in  the  fiscal  year  1965  are  based 
on  the  handling  of  the  following  workloads: 


Full-fields  of  present  staff 825 

Supplemental  investigations  of  present  staff 275 

Full-fields  for  turnover  (30  a month  for  period  December  1964  through  June 
1965) 210 


To  handle  this  work  in  the  fiscal  year  1965,  we  will  require  an  additional  102 
full-year  employees  (62  agents  and  40  clerks).  Of  these,  82  (52  agents  and  30 
clerks)  will  be  for  assignment  in  the  field  service.  These  additional  102  full-year 
employees  and  their  support  will  require  supplemental  funds  totaling  $887,000  in 
the  fiscal  year  1965. 

SUMMARY 


The  additional  funds  and  personnel  needed  in  the  fiscal  year  1965  to  defray  the 
costs  resulting  from  the  two  new  programs  are  summarized  as  follows: 


Funds 

Full-year  employees 

Agents 

Clerks 

Total 

Name  search  extension 

$343, 000 
887, 000 

77 

77 

Background  investigations  of  White  House  personnel 

62 

40 

102 

Total  additional  supplemental  for  1965 

1, 230, 000 

62 

117 

179 

ORIGINAL  APPROPRIATION  REQUEST 

Our  original  request  for  the  fiscal  year  1965  was  predicated  upon  rockbottom 
essential  operating  requirements  and  represented  the  minimum  necessary  to 
handle  the  work  and  responsibilities  then  imposed  upon  us.  No  provision  was 
made  to  handle  the  work  that  would  eventually  accrue  under  the  Civil  Rights 
Act  of  1964,  since  it  had  not  been  enacted  at  that  time,  nor  was  any  provision 
made  for  the  added  costs  that  would  accrue  from  the  extension  of  the  name  check 
program  and  investigation  of  White  House  personnel,  which  were  not  initiated 
until  October  1964. 

For  many  years  the  Bureau  has  utilized  all  feasible  management  tools  to  follow 
a program  of  strict  austerity  in  its  fund  and  manpower  requirements.  Among 
other  things,  we  keep  production  records  wherever  our  operations  are  susceptible 
to  such  measurement.  In  addition,  an  inspection  program  has  been  a part  of 
our  operations  for  many  years.  This  program  is  designed  to  examine  and  analyze 
critically  all  phases  of  the  Bureau’s  operation — both  at  the  seat  of  government 
and  in  the  field — with  the  objective  of  appraising  and  improving,  on  a continuous 
basis,  their  effectiveness,  efficiency,  and  economy.  We  also  have  streamlining 
committees  which  go  into  specific  operations  with  the  same  overall  objective, 
and  the  same  beneficial  results  are  brought  about  through  the  suggestions  made  by 
our  employees. 
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REQUIREMENTS  OF  1965 


In  summary,  the  funds  and  personnel  required  for  the  fiscal  year  1965  are: 


ruU-year  personnel 

Funds 

Agents 

Clerks 

Total 

Approved  appropriation  (Public  Law  88-527) 

$150, 445,  000 
5,  605,  000 

13,800,  000 
1,  230,  000 

6,014 

8,225 

14, 239 

Pay  raise  costs  under  Public  Law  88-426,  approved  Aug.  14, 
1964  

An  additional  330  employees  (200  agents,  130  clerks)  are 
needed  to  handle  the  new  work  growing  out  of  the  Civil 
Rights  Act  of  1964,  PubUc  Law  88-352,  approved  July  2, 
1964.  (Will  not  be  on  rolls  for  full  year;  supplemental 
requested  based  on  achieving  full-year  equivalent  indi- 
cated)   

166 

70 

236 

Extension  of  name  check  procedures  and  investigation  of 
White  House  personnel  beginning  latter  part  of  October 
1964  (a  total  of  271  employees  required— 94  agents,  177 
clerks,  to  achieve  full-year  equivalent  indicated) 

62 

117 

179 

Requirements,  196.5 

161,  080,  000 

6,242 

8,412 

14,654 

1 Amount  directly  chargeable  to  additional  personnel  is  $2,837,702,  including  supporting  cars  and  com- 
munications equipment.,^.  Balance  covers  higher  costs  of  “other  expense”  items. 


INCREASES  REQUESTED 

Mr.  Hoover.  Mr.  Chairman,  I have  previously  testified  in  regard 
to  our  overall  needs  for  the  fiscal  year  1965.  This  includes  the 
$150,445,000  already  appropriated  and  an  additional  $10,635,000  for 
an  overall  total  requirement  of  $161,080,000  for  that  year. 

The  need  for  the  additional  $10,635,000  is  accounted  for  by  the 
$5,605,000  occasioned  by  the  recent  pay  raise  legislation  and 
$5,030,000  to  provide  for  an  additional  415  full-year  employees  and 
their  supporting  costs  to  meet  added  costs  and  workloads  accruing 
as  the  result  of  new  legislation  and  responsibihties. 

The  items  making  up  the  supplemental  request  of  $10,635,000  are 
as  follows: 

PAY  ACT  COSTS 

Pay  raise  legislation,  +$5,605,000:  The  recently  enacted  pay  raise 
legislation  will  increase  our  costs  during  the  fiscal  year  1965  by 
$5,605,000.  We  are  unable  to  absorb  any^  of  this  added  cost.  We 
had  taken  into  consideration  all  possible  savings  in  making  our  original 
request  for  a minimum  of  funds  and  personnel  and  the  only  possible 
way  to  effect  further  savings  would  be  a reduction  in  staff.  This 
would  be  impossible  if  the  Bureau  is  to  continue  to  carry  out  its 
responsibihties. 

ActuaUy,  additional  responsibilities  and  growing  workloads  have 
made  it  necessary  that  we  request  additional  funds  and  personnel 
so  that  we  might  keep  abreast  of  the  situation  now  confronting  us. 
Our  investigative  work  has  been  on  an  upward  trend  for  a number  of 
years  and  there  is  no  indication  but  that  this  will  continue. 

CIVIL  RIGHTS  WORK 

Civil  rights  work,  +$3,800,000 : There  has  been  a growing  volume  of 
work  in  the  civil  rights  field.  This  is  being  further  augmented  by  addi- 
tional work  growing  out  of  the  Civil  Rights  Act  of  1964,  approved  July 
2,  1964.  The  work  in  this  area  has  placed  tremendous  demands  upon 
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the  Bureau’s  manpower  and  resources.  The  fiscal  year  1964  witnessed 
the  receipt  of  a record-high  total  of  3,340  civil  rights  cases,  a 24-per- 
cent  increase  over  the  number  received  in  the  prior  year.  This 
volume  will  be  sharply  increased  by  the  work  accruing  from  the  newly 
enacted  Civil  Bights  Act  of  1964  which  placed  additional  demands 
upon  the  Bureau  in  matters  relating  to  public  accommodations,  public  ■ 
facilities  and  public  education.  A total  of  1,032  cases  have  been  re- 
ceived for  investigation  under  the  provisions  of  this  new  legislation  as 
of  February  24,  1965. 

This  mounting  volume  of  work  in  the  civil  rights  field  has  made  it 
necessary  to  request  an  additional  330  employees  (200  agents  and  130 
clerks)  plus  supporting  costs,  including  100  additional  cars,  so  that  the 
Bureau  might  keep  abreast  of  its  work.  These  employees  will  not  be 
on  the  rolls  for  the  full  year  during  1965  and  the  costs  for  that  year 
are  based  on  achieving  the  equivalent  of  236  full-year  employees  (166 
agents  and  70  clerks). 

This  supplemental  request  for  civil  rights  work  in  the  fiscal  year 
1965  makes  provision  for  the  following  items: 


1.  The  cost  of  salary  and  “other  expense”  items  for  the  236  full-year 

employees  totals $2,  207,  883 

2.  Since  the  FBI  has  only  the  very  minimum  number  of  cars  to  begin 

with,  it  will  need  100  cars  for  the  investigative  personnel  re- 
quested. This  involves  costs  of 223,  870 


3.  Special  equipment,  primarily  of  the  communications  type,  is 

needed  to  service  the  additional  personnel  and  to  meet  responsi- 
bilities under  the  new  civil  rights  legislation.  This  includes 
radio  equipment  for  the  new  cars,  surveillance  equipment,  radio 
station  equipment  for  the  newly  opened  Jackson,  Miss.,  office, 
and  the  like.  This  needed  special  equipment  involves  costs  of__  405,  949 

4.  The  rising  cost  of  certain  “other  expense”  items  has  presented  - ^ 

the  Bureau  with  a serious  financial  problem.  Primarily  in- 
volved are  substantial  increased  costs  resulting  from  the  neces- 
sity for  having  large  groups  of  agents  in  a constant  travel  status, 
the  movement  of  large  groups  of  agents  from  one  office  to 
another  to  meet  heavy  workloads  arising  in  different  localities, 
and  the  need  for  round-the-clock  contact  with  and  supervision 
of  important  field  investigations  primarily  in  connection  with 
civil  rights  work.  This,  in  turn,  has  brought  about  increases 
in  the  cost  of  supplies  and  other  such  supporting  expense  items. 

So  that  the  Bureau  will  be  in  a position  to  continue  to  handle  these 
rising  costs,  an  overall  increase  of  $962,298  in  “other'  expense”  ■ 


items  is  required,  as  follows : 

Travel 388,  220 

Transportation  of  things 171,  926 

Communications 99,  828 

Printing  and  reproduction 56,  956 

Other  services 113,  912 

Supplies  and  materials 56,  956 

Equipment 74,  500 


Total,  “other  expense”  items 962,  298 


Total,  civil  rights  supplemental 3,  800,  000 


NAME  CHECK  WORK  COSTS 

Extension  of  name  check  searches  and  investigation  of  White 
House  personnel,  -1-$1,230,000:  An  additional  $343,000  which  will 
provide  for  77  full-year  employees  is  needed  in  connection  with  the 
Bureau’s  name  check  work.  It  stems  from  a new  program  undertaken 
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by  the  FBI  beginning  in  the  latter  part  of  October  1964  and  involves 
an  extension  of  name  check  procedures  in  regard  to  the  more  than  1 
milHon  name  check  requests  received  annually  from  other  Govern- 
ment agencies. 

Over  the  years,  all  Government  agencies  submitting  name  check 
requests  have  been  made  cognizant  that  their  requests  for  a search 
of  the  Bureau’s  investigative  files  are  for  information  of  a security 
nature  and  that  references  of  a strictly  crimmal  nature  are  not  re- 
viewed, with  certain  exceptions  such  as  requests  under  the  Security  of 
Government  Employees  Program,  unless  specifically  requested  by  the 
submitting  agency.  The  agencies  have  also  been  made  cognizant 
that  name  check  requests  are  not  searched  through  the  FBI’s  Iden- 
tification Division.  This  is  accomplished  by  the  submission  of  a 
fingerprint  card  or  request  directly  to  the  Identification  Division. 

While  the  agencies  submitting  name  check  requests  also  submit  to 
the  Identification  Division  an  estimated  90  percent  of  their  more  than 
one  million  annual  name  check  request  submissions,  under  the  expanded 
procedures  beginning  in  the  latter  part  of  October  1964  the  Bureau 
plans  to  have  aU  agencies  submitting  name  check  search  submissions 
to  also  request  a search  of  the  Identification  -Division  records. 

The  expanded  name  search  procedures  also  provide  that  all  name 
check  requests  from  Government  agencies  will  also  include  a search  of 
criminal  investigative  file  references;  this  has  not  been  requested  in 
some  instances  in  the  past. 

The  services  of  117  clerical  employees  will  be  utilized  to  carry  out 
the  expanded  procedures.  Since  these  will  not  be  on  the  rolls  for  the 
full  year  in  1965,  the  supplemental  request  for  funds  is  based  on 
achieving  the  equivalent  of  77  full-year  employees  during  that  year. 

The  remaining  $887,000  in  this  supplemental  request  will  provide 
for  102  full-year  employees  (62  agents  and  40  clerks).  It  results  from 
a new  program  initiated  by  the  White  House  in  the  latter  part  of 
October  1964.  It  involves  the  investigation  or  reinvestigation  of 
1,100  White  House  personnel  to  insure  that  aU  will  have  had  current 
security  background  investigations.  These  investigations  are  being 
received  on  a staggered  basis. 


SUMMARY 

In  summary,  the  supplemental  needs  for  the  fiscal  year  1965  totaling 
$10,635,000  will  make  availabD  $5,605,000  to  defray  added  costs 
resulting  from  the  recent  pay  raise  legislation  and  it  will  also  make 
available  $5,030,000,  which  will  proHde  for  an  additional  415  full-year 
employees  (228  agents  and  187  clerks),  as  follows: 


Pay  raise  costs $5,  605,  000 

Civil  rights  work  (166  agents,  70  clerks) 3,  800,  000 

Name  search  extension  and  investigation  of  White  House  personnel 

(62  agents,  117  clerks) 1,  230,  000 


Total  supplemental  request  and  personnel  required  for  1965 

(228  agents,  187  clerks) 10,  635,  000 


Mr.  Chairman,  that  concludes  my  statement  concerning  the 
supplemental  request  for  1965. 

Mr.  Booney  Thank  you  very  much,  Mr.  Hoover. 
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Wednesday,  March  3,  1965. 

Federal  Prison  System 

WITNESS 

MYRL  ALEXANDER,  DIRECTOR 

Buildings  and  Facilities 

Program  and  financing 


[In  thousands  of  dollars] 


Presently 
available, 
fiscal  year 
1965 

Revised 
estimate, 
fiscal  year 
1965 

Increase 

Program  by  activities: 

Construction: 

Psychiatric  hospital 

7,460 
11, 742 

11, 760 
11, 742 

4,300 

All  other 

10  Total  obligations 

19,202 
19, 202 

23, 502 
23, 502 

4,300 

4,300 

Financing; 

40  New  obligational  authority 

Mr.  Slack.  The  committee  will  now  consider  a supplemental  re~ 
quest  for  fiscal  year  1965  under  the  Federal  prison  system  entitled 
^‘Buildings  and  facilities.” 

This  supplemental  request  is  to  be  found  at  page  16  of  House 
Document  80.  The  request  is  for  a total  of  $4,300,000. 

We  shall  at  this  point  insert  in  the  record  pages  21  through  25  of 
the  justifications. 

(The  pages  follow: 

Buildings  and  Facilities,  Bureau  of  Prisons 

“For  an  additional  amount  for  ‘Buildings  and  Facilities’,  $4,300,000.” 

Justification  for  Supplemental  Funds  Construction  of  Psychiatric 

Hospital,  Butner,  N.C. 

As  a result  of  extensive  surveys  and  staff  discussions,  the  Bureau  of  Prisons 
decided  in  1961  that  the  medical  center  in  Springfield,  Mo.,  was  critically  over- 
crowded with  inmates  having  mental  illnesses.  There  was  an  increasing  caseload 
backed  up  in  other  institutions.  It  was  determined,  therefore,  to  request  the 
construction  of  a new  hospital  which  would  be  available  for  psychiatric  research 
as  well  as  treatment  of  offenders. 

A panel  of  professional  experts  in  the  mental  health  field,  chaired  by  the  Director 
of  the  National  Institute  of  Mental  Health,  was  organized  to  advise  the  facilities 
which  should  be  provided  in  the  new  institution.  Subsequently  a well-known 
hospital  consultant  was  employed  to  develop  a program  of  requirements,  and  from 
that  an  estimate  of  appropriations  was  developed. 

A total  of  $1,200,000  was  provided  by  the  Congress  in  fiscal  years  1962  and 
1963  to  accomplish  detailed  planning,  site  preparation,  and  preliminary  utilities 
installation.  An  additional  $14,610,000  was  appropriated  in  1964  and  1965, 
making  a total  of  $15,810,000  which  is  available  for  the  project. 

The  original  cost  estimate  of  $16,735,000  was  based  on  the  detailed  architec- 
tural program  developed  in  November  1961,  and  reviewed  with  the  Bureau  of 
the  Budget.  The  total  was  subsequently  reduced  $400,000  voluntarily  by 
Prisons  because  of  savings  resulting  from  a donated  site. 

The  1964  budget  request  increased  the  construction  estimate  to  cover  demon- 
strated price  rises  in  building  cost  indexes  during  the  period.  The  total  was 
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reduced  by  $1,800,000  during  the  1964  budget  review.  It  was  agreed  then  that 
an  increase  could  be  requested  in  future  years  if  the  reduction  proved  excessive. 

A construction  bid  of  $18,300,000  has  been  received  which  will  increase  the 
total  cost  of  the  project  to  $20,551,000.  An  intensive  review  of  cost  estimates 
has  been  made  by  Prisons,  the  architect,  and  GSA.  Although  economies  by 
structural  modifications  amounting  to  $450,000  are  being  accomplished,  a fund 
deficit  of  $4,300,000  exists  due  principally  to  a saturated  labor  market  in  the  site 
locality;  under  estimation  by  the  architect;  and  previous  budgetary  reductions. 

GSA  reports  that  the  unit  price  of  the  bid  is  consistent  with  other  hospital 
facilities  which  are  reasonably  similar  and  that  the  bid  is  considered  by  them  to 
be  realistic  and  responsive: 

U nit  cost  per  gross  square  foot 


:St.  Elizabeths  maximum  security  building $24.  38 

Providence  Hospital,  Washington,  D.C 24.  53 

Sibley  Hospital,  Washington,  D.C 21.  38 

Psychiatric  Hospital,  Butner,  N.C 24.  53 


The  original;  concept  oP  the  hospitaLcontemplated  a . custodially  secure  design, 
functionally  efficient  to  provide  facilities  for  the  highly  complex  problems  to  be 
expected  among  a population  of  mentally  ill  prisoners.  One  of  the  most  important 
features,  however,  was  to  provide  research  in  mental  problems  and  treatment  of 
prisoners. 

In  view  of  the  intense  interest  which  the  project  has  aroused  among  mental 
health  experts  and  the  courts,  and  because  of  the  critical  need  for  such  a facility 
in  the  United  States,  a supplemental  appropriation  of  $4,300,000  is  requested. 


The  present  cost  estimate  is: 

Low  bid  for  construction,  September  1964 $18,  300,  000 

Less  structural  changes  by  GSA__  J —500,  000 

Contingency,  5 percent 913,  000 

Interior  telephone  system 63,  000 

GSA  supervision  costs 500,  000 

Design  modifications 50,  000 

Bureau  of  Prisons  supervision 100,  000 

Present  obligations 1,  125,  000 


Total  estimated  cost 20,  551,  000 

Previous  appropriations —15,  810,  000 

Less:  Available  from  Federal  prison  industries —400,  000 


Additional  amount  required 4,  341,  000 


Rounded 4,  300,  000 


Previous  estimates: 

Total  estimate,  1962 16,  735,  000 

Less  site  savings — 400,  000 

Requested  increased  costs  indexes 965,  000 


Total  estimate,  fiscal  year  1963 17,  300,  000 

Budget  review  reductions —1,  800,  000 


Subtotal 15,  500,  000 

Increased  estimate,  fiscal  year  1964 310,  000 


Total  estimate,  fiscal  year  1964 15,  810,  000 

Appropriated,  fiscal  year  1962  and  1963 —1,  200,  000 


Appropriated  fiscal  year  1964  and  1965 14,  610,  000 


Mr.  Slack.  Do  you  have  a statement  with  regard  to  this  requested 
supplemental,  Mr.  Director? 
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Genekal  Statement 

Mr.  Alexandek.  Yes,  Mr.  Chairman. 

On  September  20  the  bids  were  opened  for  construction  of  the 
psychiatric  hospital  at  Butner,  N.C.  The  lowest  bid  was  approxi- 
mately $4  million  in  excess  of  the  funds  available  and  at  that  point  I, 
as  a new  Director,  faced  my  first  real  problem  in  connection  with  this 
item. 

I reviewed  it  with  the  staff  in  the  Bureau,  our  architects  and  engi- 
neering staff,  and  decided  I needed  the  best  advice  and  help  I comd 
get  on  this.  I contacted  the  Director  of  the  General  Services  Ad- 
ministration, we  set  up  a number  of  conferences  with  them,  and  ulti- 
mately the  Public  Buildings  Service  and  Design  Section  of  the  Gen- 
eral Services  Administration  reviewed  all  the  plans  of  the  institution, 
the  estimates,  the  cost,  and  evaluated  the  market  in  North  Carolina. 

Mr.  Slack.  Was  the  General  Services  Administration  in  the  act 
in  the  first  instance? 

Mr.  Alexander.  No,  sir,  not  until  in  October. 

As  a result  of  their  review  of  the  plans  they  helped  us  design  a 
different  structural  system  which  resulted  in  a saving  of  $500,000  over 
the  structural  system  the  contract  architect  had  designed.  This  was 
at  a cost  of  $50,000. 

Moreover,  GSA  was  prepared  to  make  an  evaluation  of  the  bids 
made  by  the  lowest  bidders  and  to  evaluate  the  market  conditions  in 
North  Carolina. 

In  consequence  thereof,  they  helped  us  develop  and  supported  the 
estimates  for  what  they  now  believe  the  institution  will  cost. 

As  nearly  as  I can  understand  what  happened,  since  these  estimates 
were  originally  made  in  1961,  there  has  been  a considerable  escalation 
of  building  costs  in  North  Carolina,  particularly  in  this  Golden  Tri- 
angle area.  The  labor  supply  is  short,  labor  is  being  imported,  and 
the  GSA  has  assured  us  that  the  costs  have  gone  up  this  much  and  that 
this  estimate  which  we  now  have  in  this  supplemental  is  required. 

FEE  OF  ARCHITECT 

Mr.  Slack.  How  much  is  the  architect  receiving  on  the  total  cost 
of  this  facility? 

Mr.  Alexander.  It  is  about  $500,000  but,  Mr.  Chairman,  I will 
have  to  supply  the  exact  figure. 

Mr.  Slack.  Do  you  know  the  percentage  on  which  he  quoted  this 
job?  Can  you  tell  me  whether  or  not  he  is  getting  an  override  on 
this  GSA  supervision  cost  of  $500,000? 

Mr.  Alexander.  No,  sir. 

Mr.  Slack.  He  is  not? 

Mr.  Alexander.  He  is  not  on  this. 

Mr.  Slack.  You  stated  that  his  fee  was  about  $500,000? 

Mr.  Alexander.  Yes,  sir,  originally,  but  it  has  been  reduced. 

Mr.  Slack.  On  what  basis  did  he  reduce  it  and  how  much? 

Mr.  Alexander.  We  will  have  to  supply  that  but  it  is  on  the  basis 
of  GSA  picking  up  the  modification. 

Mr.  Slack.  GSA  is  to  charge  $500,000  for  that? 

Mr.  Alexander.  That  is  for  supervision  of  the  actual  construction. 
The  design  modifications  which  GSA  are  doing  will  be  $50,000.  That 
is  for  architectural  modifications  to  effect  the  $500,000  reduction. 
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That  $500,000  reduction  is  due  to  structural  changes.  Then  the 
$500,000  is  for  supervision  of  the  construction. 

Mr.  Slack.  Does  not  the  architect  ordinarily  supervise  the  con- 
struction? 

Mr.  Alexander.  That  would  be  at  an  additional  fee  and  we  have 
made  the  decision  that  the  architect  will  not  supervise  this  job.  That 
was  an  optional  clause  with  the  Government  and  we  have  decided 
against  having  him  do  the  supervision  and  have  transferred  this  to 
GSA. 

Mr.  Slack.  How  much  was  the  architect  going  to  charge  for  the 
supervision? 

Mr.  Alexander.  We  do  not  have  that  figure. 

Mr.  Slack.  Would  you  supply  for  the  record  the  fee  of  the  architect 
and  whether  or  not  he  is  supervising  and,  if  so,  to  what  extent? 

Mr.  Alexander.  Yes,  sir;  we  will  supply  the  actual  figures  on  that. 

Mr.  Slack.  And  include  in  that  v/hat  he  had  intended  to  charge 
for  supervision. 

Mr.  Alexander.  Yes,  sir. 

(The  information  requested  follows;) 

The  basic  contract  between  Bureau  of  Prisons  and  A.  L.  Aydelott  amounted  to 
$480,416  for  design  and  drawings.  This  is  a fixed  fee  arrived  at  by  applying  a 
factor  of  3.784  percent  to  the  base  cost  of  construction  originally  estimated  by 
the  architect.  'The  drawings  will  be  used  and  no  additional  architectural  cost 
is  contemplated  as  a result  of  the  higher  bids. 

The  contract  also  contained  an  option  of  $41,776  for  checking  shop  drawings 
during  construction  and  $119,900  for  architectural  supervision  and  other  expenses 
over  a construction  period  of  22  months.  This  option  will  not  be  exercised  and 
the  funds  are  included  in  the  $500,000  cost  of  GSA  supervision. 

Therefore,  the  original  cost  of  architectural  participation  by  the  Aydelott  firm 
is  now  revised  downward  from  a total  of  $642,092  to  the  basic  fixed  fee  of  $480,416. 

SUPERVISION  BY  BUREAU  OF  PRISONS 

Mr.  Slack.  I notice  another  item  for  supervision  by  the  Bureau 
of  Prisons  totaling  $100,000.  Will  you  speak  to  that? 

Mr.  Alexander.  This  involves  keeping  one  man  on  the  job  for 
the  estimated  30  months  of  construction,  supervision  given  by  Bureau 
staff,  which  will  be  primarily  devoted  to  custodial  and  medical  features 
and  the  travel  and  communications  that  are  involved  so  far  as  our 
Bureau  staff  is  concerned. 

Mr.  Slack.  How  much  did  you  have  in  the  original  justifications 
for  that' purpose? 

Mr.  Alexander.  I think  it  was  about  twice  this  much,  Mr. 
Chairman,  but  if  I may  I will  supply  that  for  the  record. 

Mr.  Slack.  Of  course  we  like  to  deal  in  exact  figures,  Mr.  Director. 

Mr.  Alexander.  I understand  that  and  I hope  very  much  to  be 
better  prepared  on  these  items  in  another  year. 

Mr.  Slack.  Mr.  Joelson? 

architect’s  fee 

Mr.  Joelson.  Did  you  state  that  the  architect  is  working  on  a 
flat-fee  basis  and  not  a percentage  of  the  entire  cost? 

Mr.  Alexander.  No,  sir;  I did  not  say  that.  I do  not  have  in'my 
possession  at  the  moment  the  precise  figure,  the  basis  on  which  this 
was  arrived  at.  The  architect  was  selected  for  this  institution  by  an 
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architectural  competition.  The  fee  was  then  negotiated.  This  much 
I|know,  but  the  exact  figures  I will  have  to  supply. 

Mr.  JoELsoN.  My  experience  has  been  that  it  is  common  in  the 
architectural  profession  to  work  on  a percentage  of  the  entire  cost,  f 
and  this  was  developed  with  regard  to  the  Rayburn  Building  where  I 
the  architect  approved  change  orders  and  by  approving  them,  of  ]| 
course,  his  fee  is  raised.  I was  just  wondering  if  the  same  arrangement  jl 
existed  here,  the  higher  the  cost  the  higher  the  architect’s  fee?  j 

Mr.  Alexander.  No,  sir.  There  is  no  escalation  in  his  fee  as  a || 
result  of  this  supplemental  request.  !l 

Mr.  JoELSON.  In  other  words,  even  if  his  fee  was  on  a percentage  I 
basis  this  supplemental  request  would  not  result  in  his  fee  being  raised? 

Mr.  Alexander.  It  would  be  based  on  the  cost  estimates  he  sub-  | 
mitted  to  us  originally,  and  he  missed  his  estimates. 

PRISON  INDUSTRIES  CREDIT 

Mr.  JoELSON.  I note  there  is  a credit  of  $400,000  available  from  the 
Federal  Prison  Industires.  Would  you  explain  that? 

Mr.  Alexander.  Yes.  Incorporated  in  the  plans  for  this  building 
is  a shops  budding  for  maintenance  shops  which  will  be  used  for  voca- 
tional training.  Under  the  statutes  governing  Federal  Prison  In-  i 
dustries  they  are  required  to  pay  for  facilities  they  will  use,  and  this 
$400,000  is  the  part  they  wilUbe  required  to  pay  for  that  purpose. 

Mr.  JoELSON.  I understood  you  to  say  there  is  a shortage  of  labor 
in  what  area? 

Mr.  Alexander.  A shortage  of  skilled  labor  for  construction  pur- 
poses in  the  Golden  Triangle  section  of  North  Carolina.  | 

Mr.  JoELSON.  I am  glad  there  is  one  section  of  the  country  where  j 
we  do  not  need  public  works  to  keep  labor  at  work.  I had  heard  i 
generally  the  situation  was  the  reverse. 

Mr.  Alexander.  I am  sure  you  realize  I am  talking  only  about 
the  Golden  Triangle  area  of  North  Carolina. 

Mr.  JoELSON.  That  is  all,  thank  you. 

NAME  OF  ARCHITECT 

Mr.  Slack.  Mr.  Director,  you  stated  that  you  first  selected  the 
architect  then  you  negotiated  a fee,  then  you  found  that  the  architect 
was  off  on  his  estimates  by  25  percent.  Who  was  this  architect? 

Mr.  Alexander.  Aydelott  of  Memphis,  Tenn.  I do  not  recall 
the  exact  name  of  the  firm. 

Mr.  Slack.  Will  you  supply  the  name  of  the  firm  for  the  record?  I 

Mr.  Alexander.  Yes,  sir. 

(The  name  follows:) 

A.  L.  Aydelott  & Associates,  Memphis,  Tenn. 

NUMBER  OF  BIDDERS 

Mr.  Cederberg.  How  many  bidders  did  you  have? 

Mr.  Alexander.  Two  bidders. 

Mr.  Cederberg.  Only  two?  ii 

Mr.  Alexander.  Yes;  and  this  was  one  of  the  reasons  I was  faced  | 
with  a very  difficult  problem  because  it  was  unusual  to  have  only  two  j 
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bidders  on  a job  of  this  size.  That  was  one  reason  I was  very  anxious 
to  have  the  General  Services  Administration  make  a complete  eval- 
uation of  it  for  us,  to  determine  whether  we  might  have  had  a better 
bid  had  there  been  more  bidders.  However,  the  volume  of  work  in 
that  area,  I understand,  is  so  great  we  could  not  interest  many  bidders. 

Mr.  Slack.  Do  you  intend  to  get  another  bid? 

Mr.  Alexander.  Yes,  sir. 

Mr.  Cederberg.  What  happens  if  you  get  another  bid  and  it  is 
higher  than  the  $4  million-plus  you  are  asking  for  now? 

Mr.  Alexander.  I have  done  everything  in  my  power  to  assure 
myself  that  this  will  be  adequate. 

Mr.  Cederberg.  That  is  all  I have. 

Mr.  Slack.  If  there  are  no  further  questions,  thank  you,  Mr. 
Director  and  gentlemen. 

Mr.  Alexander.  Thank  you,  Mr.  Chairman  and  gentlemen. 

Monday,  February  15,  1965. 
DEPAKTMENT  OF  COMMERCE 
Bureau  of  Public  Roads 

WITNESSES 

REX  M.  WHITTON,  FEDERAL  HIGHWAY  ADMINISTRATOR 
LAWRENCE  S.  CASAZZA,  DIRECTOR  OF  ADMINISTRATION 
ROYAL  E.  OLMERT,  CHIEF,  BUDGET  AND  MANAGEMENT  DIVISION 

Federal  Aid  Highways  (Trust  Fund) 


Personnel  summary 


1963  actual 

1964  actual 

1965  esti- 
mate 

Total  number  of  permanent  positions 

154 

142 

144 

Full-time  equivalent  of  other  positions 

3 

4 

6 

Average  number  of  all  employees. . . 

145 

134 

148 

Average  GS  grade 

8.8 

8.9 

8.9 

Average  GS  salary 

$8,155 

$8, 635 

$9,  111 

Status  of  unfunded  contract  cmthorization 
[In  thousands  of  dollars] 


Original 
estimate, 
fiscal  year 
1965 

Revised 
estimate, 
fiscal  year 
1965 

Increase 

Unfunded  balance,  start  of  year 

8, 681, 058 
3, 830, 000 

-250, 000 
-8,  612,  808 

8, 681, 058 
3, 830, 000 

-8,  612, 808 

Contract  authorization 

Unfunded  balance  transferred  to  “Proposed  for  separate  trans- 
mittal (liquidation  of  contract  authorization)” 

Unfunded  balance,  end  of  year 

250,000 

Appropriation  to  liquidate  contract  authorization.. 

3,  648,  250 

3, 898,  250 

250,000 

Mr.  Rooney.  The  next  supplemental  item  contained  in  House 
Document  No.  80  to  which  we  shall  direct  our  attention  is  to  be  found 
at  page  12  thereof  and  is  entitled  “Bureau  of  Public  Roads,  Federal- 
Aid  Highways  (Trust  Fund),”  for  an  additional  amount  for  Federal- 
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aid  highways  (trust  fund),  to  remain  available  until  expended,  $250 
million,  or  so  much  thereof  as  may  be  available  in,  and  derived  from 
the  highway  trust  fund,  which  sum  is  part  of  the  amount  authorized 
to_^be  appropriated  for  the  fiscal  year  1964. 

General  Statement 

Do  you  have  a statement  with  regard  to  this,  Mr.  Whitton? 

Mr.  Whitton.  Yes,  sir. 

Mr.  Rooney.  Please  proceed,  if  you  will. 

Mr.  Whitton.  Mr.  Chairman  and  members  of  the  committee, 
I am  appearing  before  your  committee  today  in  support  of  a supple- 
mental appropriation  of  $250  million  for  fiscal  year  1965  from  the 
highway  trust  fund  to  the  Federal-aid  highways  (trust  fund). 

As  you  know.  Federal- aid  highway  acts  provide  contract  authority 
for  the  interstate,  primary,  secondary,  and  urban  highway  programs. 
The  acts  provide  for  apportionment  of  the  authorizations  among 
the  States,  in  the  case  of  the  Interstate  System  based  upon  the  cost 
to  complete,  and  the  prunary,  secondary,  and  urban  programs  based 
upon  population,  area,  and  miles  of  highways. 

Once  the  funds  are  apportioned  among  the  States,  the  States 
develop  plans,  acquire  right-of-way,  and  proceed  with  construction 
subject  to  review  and  approval  by  the  Bureau.  As  the  States  incur 
costs,  they  request  reimbursement  from  the  Bureau  for  the  Federal 
share  of  such  costs.  The  Federal  share  for  the  interstate  program  is 
90  percent  and  50  percent  for  the  primary,  secondary,  and  urban 
programs. 

Based  upon  actual  expenditures  totaling  $2,758  billion  through 
January  31  it  is  estimated  that  total  expenditures  for  the  fiscal  year 
will  approximate  $4.1  billion,  or  $250  million  in  excess  of  the  $3,850 
billion  presently  appropriated.  This  increase  in  expenditures  results 
from— 

1.  A more  rapid  reimbursement  to  the  24  States  that  have 
signed  current  billing-conciurent  audit  agreements  with  the 
Bureau  resulting  in  more  prompt  payments  to  the  States  for 
work  done, 

2.  Accelerated  payments  to  the  States  for  right=of-way 
acquisition  which  is  designed  to  facilitate  the  advance  acquisition 
of  right-of-way  for  the  interstate  program, 

3.  Unusually  favorable  weather  last  summer  and  fall  that 
fachitated  progress  of  construction  work,  and 

4.  An  increase  of  $384  million  in  actual  obligations  during 
fiscal  year  1964  over  the  estimated  obligations  and  an  increase 
of  $94  million  in  expenditures  for  1964  over  the  estimated  ex- 
penditures for  that  fiscal  year. 

This  concludes  my  statement,  Mr.  Chairman.  We  will  be  glad  to 
answer  any  questions  you  or  members  of  the  committee  may  have 
regarding  this  supplemental  request. 

Justification  of  the  Estimate 

Mr.  Rooney.  We  shall  at  this  point  in  the  record  insert  pages 
BPR-1  through  BPR-9  excepting  page  BPR-2. 

. (The  pages  follow:) 
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Federal-Aid  Highways  (Trust  Fund)  (Liquidation  of  Contract 
Authorization) 

Schedule  on  supplemental  appropriations  and  revised  estimates  for  fiscal  year  1965 

[In  thousands  of  dollars] 


].  Present  appropriation  or  estimate , 3,648,250 

2.  Additional  amounts  available  (unexpended  balance  at  June  30, 

1964) 202,  652 


3.  Total  amount  available 3,  850,  902 


7.  Total  estimated  expenditures. 4,  101,  000 

8.  Less  total  amount  available 3,  850,  902 


9.  Estimated  supplemental  required 250,  098 

10.  Estimated  supplemental  included  in  budget 250,  000 

11.  Date  needed:  for  expenditure,  June  7,  1965. 

12.  Estimated  expenditures  from  supplemental; 

In  budget  Revised 

In  current  fiscal  year 250,  000  250,  000 

In  next  fiscal  year — 

After  next  fiscal  year 

Total 250,000  250,000 


JUSTIFICATION 

A supplemental  appropriation  of  $250  million  from  the  highway  trust  fund  to 
the  Federal-aid  highways  (trust  fund)  is  needed  to  provide  liquidating  cash  to 
promptly  meet  State  claims  for  reimbursement  for  work  in  place. 

The  Federal- Aid  Highway  Act  of  1961  provides  contract  authority  for  the 
interstate  program  and  the  biennial  highway  acts,  the  latest  of  which  was  the 
Federal-Aid  Highway  Act  of  1964,  provide  contract  authority  for  the  primary, 
secondary,  and  urban  programs.  The  acts  provide  for  apportionment  of  the 
authorization  among  the  States,  in  the  case  of  the  interstate,  based  upon  the 
cost  to  complete  and  the  primary,  secondary,  and  urban  based  upon  population 
area  and  miles  of  highways. 

Once  the  funds  are  apportioned  among  the  States  (the  Secretary  of  Commerce 
apportioned  the  1966  authorization  on  August  18,  1964),  the  States  are  free  to 
develop  plans,  acquire  right-of-way,  and  proceed  with  construction  subject  to 
review  and  approval  by  the  Bureau.  As  the  States  incur  costs,  they  request 
reimbursement  from  the  Bureau  for  the  Federal  share  of  such  costs.  The  Federal 
share  for  the  interstate  program  is  90  percent,  and  50  percent  for  the  primary, 
secondary,  and  urban  programs. 

The  Congress  appropriated  approximately  $3,648  billion  for  fiscal  year  1965 
which  together  with  approximately  $202  million  unexpended  balance  of  prior-year 
appropriations  provides  a current  availability  of  $3,850  billion  for  payments  to 
the  States  in  fiscal  year  1965.  An.  analysis  of  actual  expenditures  through 
January  31  indicates  that  total  expenditures  for  fiscal  year  1985  will  approximate 
$4.1  billion.  As  of  January  31  actual  expenditures  totaled  $2,758  billion,  or 
$190  million  in  excess  of  the  projection  shown  on  the  chart  on  page  7.  The  chart 
indicates  a deficit  of  $251  million;  how^ever,  the  appropriation  request  has  been 
rounded  to  $250  million.  Table  I attached  shows  actual  and  estimated  expendi- 
tures by  months  for  fiscal  year  1965. 

The  increased  expenditures  result  from  (1)  a more  rapid  reimbursement  to  the 
24  States  that  have  signed  agreements  with  the  Bureau  for  concurrent  audit  and 
current  billing;  (2)  accelerated  payments  to  the  States  for  right-of-way  acquisition 
which  is  designed  to  speed  the  purchase  of  right-of-way  for  the  interstate  program; 
(3)  unusually  favorable  construction  weather  last  summer  and  fall  that  facilitated 
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progress  of  construction  work;  and  (4)  a substantial  increase  during  fiscal  year 
1964  of  actual  obligations  and  expenditures  over  estimates  for  that  year  as  follows: 


[In  millions  of  dollars] 


Estimate, 

1964 

Actual, 

1964 

Difference 

Obligations.  

3, 779 
3, 550 

4,163 
3, 644 

+384 

+94 

Expenditures 

Table  II  attached  reflects  obligations,  expenditures,  revenues,  and  highway 
trust  fund  balances  through  fiscal  year  1965  and  indicates  that  highway  trust 
fund  revenues  will  be  adequate  to  support  this  supplemental  appropriation 
request  with  an  unappropriated  balance  of  $189  million  in  the  highway  trust  fund 
as  of  June  30,  1965. 

Status  of  the  Federal-Aid  Highway  Appropriation 
Table  I. — Expenditures  and  balances,  fiscal  year  1965 


[In  millions  of  dollars] 


EXpen< 

Monthly 

iitures 

Cumulative 

Balances 

Balance  available 

3,850 

Actual: 

July 

405 

405 

3, 445 

August 

426 

831 

3,019 

September 

441 

1,272 

2, 578 

October 

436 

1,708 

2, 142 

November 

399 

2, 107 

1,743 

December  

382 

2, 489 

1,361 

January 

269 

2, 758 

1,092 

Estimated: 

February 

214 

2, 971 

898 

March 

234 

3,205 

644 

April 

263 

3, 468 

381 

May 

306 

3,  774 

75 

Jime 

326 

4,101 

-250 

Highway  Trust  Fund 


Table  II. — Obligations,  expenditures,  revenues,  and  balances,  fiscal  years  1957 

through  1965 


[In  millions  of  dollars] 


Fiscal  year 

Obligations 

Expendi- 

tures 

Revenues 

Trust  fund 
balances 

Bn.laTifv» 

1, 160 

1957 

2,227 

966 

1, 482 

516 

1958 

2,945 

1,511 

2,044 

1,049 

1959 

3,509 

2,613 

2,087 

523 

1960 

2, 610 

2,940 

2,536 

119 

1961 

3, 187 

2, 619 

2,799 

299 

1962 

3,  034 

2,  784 

2,956 

471 

1963 

3, 927 

3,  017 

3,  293 

747 

1964 

4, 165 

3,  645 

3, 539 

641 

1965 

3, 730 

4, 101 

3,649 

189 

Total — 

24, 196 

24,385 

189 

Mr.  Rooney.  It  would  appear  from  these  documents  I have  that 
the  Comptroller  General  has  been  looking  over  your  operation,  Mr. 
Whitton? 

Mr.  Whitton.  Yes,  sir;  quite  carefully. 
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Mr.  Rooney.  I believe  we  should  defer  reference  to  these  reports 
at  this  time  and  consider  them  at  the  time  we  take  under  consideration 
the  request  on  the  regular  appropriation  for  1966  fiscal  year. 

TRUST  FUND  BALANCE 

What  would  be  the  estimated  balance  in  the  trust  fund  as  of  June 
30,  next,  if  this  appropriation  is  granted? 

Mr.  Casazza.  It  would  be  $189  million. 

Mr.  Rooney.  When  you  were  here  a year  ago  for  your  regular 
1965  appropriation,  the  Congress  approved  the  full  amount  requested 
for  this  trust  fund,  did  it? 

Mr.  Casazza.  Yes,  su*. 

Mr.  Whitton.  Yes,  sir. 

Mr.  Rooney.  In  the  circumstances  set  forth  in  your  statement, 
you  claim  this  resulted  in  your  being  a quarter  of  a billion  dollars 
out  in  your  estimate  made  at  this  time  a year  ago ; is  that  correct? 

Mr.  Whitton.  That  is  right. 

Mr.  Rooney.  Mr.  Smith? 

INCREASED  COSTS 

Mr.  Smith.  The  items  you  list  in  your  statement  as  a reason  for 
needing  the  supplemental  seem  all  to  relate  to  gi  eater  progress  being 
made  than  anticipated.  I do  not  see  any  reference  to  increase  in 
costs. 

Mr.  Whitton.  No,  sir. 

Mr.  Smith.  Have  there  been  any  increased  costs? 

Mr.  Whitton.  There  has  been  some  increase  in  cost,  Mr.  Smith, 
in  contractor’s  unit  prices.  There  has  been  some  increased  cost  in 
right-of-way  and  then  we  also  have  been  spending  a little  more  money 
per  mile  of  road,  just  because  we  are  constructing  our  highways,  in 
my  judgment,  a httle  better.  ^ 

Mr.  Smith.  Is  part  of  this  sum  you  are  asking  for  a result  of 
increased  costs? 

Mr.  Whitton.  A slight  amount  of  it,  but  it  was  not  sufiBcient  so 
that  we  wanted  to  indicate  it.  Our  main  reason,  or  reasons,  we  have 
indicated  here  in  my  statement. 

^ Mr.  Smith.  How  much  has  the  cost  increased  each  year? 

Mr.  Whitton.  The  cost  of  doing  the  work,  contractor’s  cost? 

Mr.  Smith.  Total  cost  from  your  funds? 

Mr.  Whitton.  It  is  running  about  1 or  1}^  percent  a year  increase 
for  the  last  several  years. 

Mr.  Smith.  That  is  all  I have,  Mr.  Chairman. 

Mr.  Rooney.  Mr.  Cederberg? 

more  rapid  reimbursement 

Mr.  Cederberg.  You  indicated  in  your  statement  a more  rapid 
reimbursement  of  the  24  States  that  had  signed  current  audit  agree- 
ments with  the  Bureau,  resulting  in  more  prompt  pa^^ments  to  the 
States  for  work  done.  This  is  not  actually  an  increased  expenditure, 
but  it  is  an  increase  in  the  payment  of  the  expenditure? 

Mr.  Whitton.  That  is  correct. 
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Mr.  Cederberg.  If  more  States  than  24  adopt  this  method,  does 
this  indicate  you  are  going  to  have  to  come  in  here  again  and  request 
to  make  up  this  difference? 

Mr.  Whitton.  I do  not  think  on  this  particular  year,  we  would 
have  to,  Mr.  Cederberg. 

Mr.  Cederberg.  In  your  new  budget  have  you  contemplated  that 
more  States  will  go  on  this  method? 

Mr.  Casazza.  Yes,  sir. 

Mr.  Whitton.  We  are  trying  to  get  all  States  to  adopt  this  method 
because  we  try  to  get  them  to  improve  accounting  procedures  so  we 
can  check  readily  and  not  have  to  wait  until  after  the  job  is  done,  and 
then  carefully  audit  the  whole  thing.  If  they  will  adopt  our  system 
of  accounting,  then  we  can  check  it  more  readily  and  we  can  pay  them 
faster.  The  States  like  it.  It  is  just  a question  of  doing  the  work 
necessary  to  get  their  accounting  program  into  a comparable  system 
v/ith  ours. 

Mr.  Cederberg.  This  amount  you  are  requesting  will  bring  us  as 
current  as  you  possibly  can  get? 

Mr.  Whitton.  That  is  right. 

Mr.  Cederberg.  Under  procedm^es  you  have  in  the  past? 

Mr.  Whitton.  Yes,  sir. 

Mr.  Casazza.  If  I may  add  this,  in  fiscal  1966  we  will  be  asking 
for  a greater  amount  to  be  appropriated  from  the  trust  fund  in  the 
amount  of  $3.9  billion.  Alore  bills  will  be  presented  to  us  in  1966 
than  we  estimated  this  past  year. 

Mr.  Cederberg.  This  really  is  not  the  place  to  go  into  that. 

Mr.  Casazza.  Our  appropriation  for  fiscal  year  1965  was 
$3,648,250,000  and  our  request  for  fiscal  year  1966  will  be  in  the 
amount  of  $3.9  billion. 

Mr.  Cederberg.  Looking  down  the  road,  we  have  some  problems 
in  this  trust  fund  if  we  are  going  to  complete  this  system  on  schedule? 

Mr.  Whitton.  Yes,  sir.  As  you  know,  we  have  presented  to  the 
Congress  a new  estimate  of  the  cost  to  complete  the  41,000-mile 
Interstate  System  as  requested  by  the  Congress.  We  will  bring 
those  points  out  when  we  testify  before  the  Public  Works  Committee. 

Mr.  Cederberg.  That  is  aU. 

Mr.  Rooney.  Thank  ^mu,  Mr.  Whitton. 

Air.  Whitton.  Thank  you,  Mr.  Chairman. 


157 


Monday,  February  15,  1965. 

Bureau  of  the  Census 
WITITESSES 

LAWRENCE  E.  IMHOFF,  DIRECTOR,  OFFICE  OF  BUDGET  AND 
FINANCE 

A.  ROSS  ECKLER,  ACTING  DIRECTOR 
WILLIAM  E.  STIVER,  BUDGET  OFFICER 

Registration  and  Voting  Statistics 

object  classification 


[In  thousands  of  dollars] 


■ — 

Presently 

available 

Revised 

estimate 

Increase 

11 

Personnel  compensation:  Positions  other  than  permanent. 

575 

575 

12 

Personnel  benefits 

38 

38 

21 

Travel  and  transportation  of  persons.. 

9 

9 

22 

Transportation  of  things .. 

1 

1 

23 

Rent,  communications,  and  utiUties 

34 

34 

24 

Printing  and  reproduction . 

78 

78 

26 

Supplies  and  materials ..  _ . 

40 

40 

31 

Equipment 

75 

75 

Total  obUgations _..  

850 

850 

Personnel  summary 


Presently 

available 

Revised 

estimate 

Increase 

Full-time  equivalent  of  other  positions  . . . . 

75 

75 

Average  number  of  all  employees  ... 

75 

75 

Employees  in  permanent  positions,  end  of  year 

0 

0 

0 

Employees  in  other  positions,  end  of  year ...  . 

0 

78 

78 

Average  GS  grade  

7.0 

7 

Average  GS  salary . . _ . .... 

$7, 307 

$7, 307 

Average  grade  and  salary 


1963  actual 

1964  actual 

1965  estimate 

Average  GS  grade  _ . _ 

6.  6 

7 

7 

Average  GS  salary..  . _ _ . 

$6,  475 

$6, 978 

$7,307 
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Program,  financing,  and  expenditures 


[In  thousands  of  dollars] 


Presently 

available 

Revised 

estimate 

Increase 

Program  by  activities: 

1.  Compilation  of  registration  and  voting  statistics 

708 

67 

75 

708 

67 

75 

2.  General  administration 

Capital  outlay 

Total  obligations 

850 
6, 650 

850 

6,650 

Financing:  Unobligated  balance  available,  end  of  year 

New  obligational  authority  (proposed  supplemental 
appropriation) 

7, 500 

7,500 

Relation  of  obligations  to  expenditures: 

Total  obligations  (affecting  expenditures) 

850 

-296 

850 

-296 

Obligated  balance,  end  of  year 

Expenditures 

554 

554 

Mr.  Rooney.  The  next  item,  gentlemen,  also  contained  in  House 
Document  No.  80  is  to  be  found  at  page  11  thereof  and  is  entitled 
“Department  of  Commerce,  Bureau  of  the  Census,  Registration  and 
Voting  Statistics.”  The  proposed  appropriation  language  is: 

For  expenses  necessary  for  the  collection,  compilation,  and  publication  of 
statistics  on  registration  and  voting,  in  such  geographic  areas  as  may  be  recom- 
mended by  the  Commission  on  Civil  Rights,  as  authorized  by  section  801  of 
the  Civil  Rights  Act  of  1964  (78  Stat.  266),  $7,500,000,  to  remain  available  until 
December  31,  1966. 

We  have  had  some  pages  presented  to  us  CEN-4  through  CEN-7 
which  we  shall  insert  at  this  point  in  the  record. 

(The  pages  foUow:) 

Justification  Statement 

PURPOSE  AND  NEED  FOR  SUPPLEMENTAL  APPROPRIATION 

Title  VIII — Registration  and  Voting  Statistics,  of  the  Civil  Rights  Act  of  1964 
(Public  Law  88-352)  provides  that  “The  Secretary  of  Commerce  shall  promptly  1 
conduct  a survey  to  compile  registration  and  voting  statistics  in  such  geographic 
areas  as  may  be  recommended  by  the  Commission  on  Civil  Rights.”  A copy  of 
the  legislation  is  attached  (attachment  I) . 

The  Commission  has  recommended  that  these  statistics  be  collected  and  compiled 
covering  the  States  of  Alabama,  Louisiana,  and  Mississippi,  and  intends  to  consider 
recommendations  for  surveys  for  other  limited  areas  at  a later  date.  A copy  of 
the  request  is  attached  (attachment  II). 

Based  upon  a population  of  about  9,189,000,  including  5,033,000  of  voting  age, 
for  these  3 States  the  amount  required  will  be  $6,390,000.  The  remaining 
$1,110,000  will  provide  for  collection  of  data  from  as  many  as  1,721,000  persons, 
including  943,000  of  voting  age,  in  areas  outside  these  3 States.  The  survey  that 
is  contemplated  involves  factors  which  the  Bureau  has  not  heretofore  experienced 
and  will  require  careful  and  time-consuming  planning  and  testing.  Assuming  the 
funds  are  made  available  early  in  this  session  of  Congress,  the  enumeration  could  i 
be  conducted  during  the  autumn  of  1965,  with  the  first  tabulations  being  available 
by  early  1966. 

An  itemization  of  the  cost  components  follows:  Amount 


Program  planning,  direction,  and  review $249,  000 

Data  collection 5,  525,  000 

Data  processing  and  compilation 831,  000 

Evaluation 443, 000  i 

General  administration 339,  000 

Capital  outlay 113,  000 


Supplemental  appropriation  required 7,  500,  000 
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TITLE  VIII REGISTRATION  AND  VOTING  STATISTICS 


Sec.  801.  The  Secretary  of  Commerce  shall  promptly  conduct  a survey  to 
compile  registration  and  voting  statistics  in  such  geographic  areas  as  may  be 
recommended  by  the  Commission  on  Civil  Rights.  Such  a survey  and  compila- 
tion shall,  to  the  extent  recommended  by  the  Commission  on  Civil  Rights,  only 
include  a count  of  persons  of  voting  age  by  race,  color,  and  national  origin,  and 
determination  of  the  extent  to  which  such  persons  are  registered  to  vote,  and  have 
voted  in  any  statewide  primary  or  general  election  in  which  the  Members  of  the 
U.S.  House  of  Representatives  are  nominated  or  elected,  since  January  1,  1960. 
Such  information  shall  also  be  collected  and  compiled  in  connection  with  the 
Nineteenth  Decennial  Census,  and  at  such  other  times  as  the  Congress  may 
prescribe.  The  provisions  of  section  9 and  chapter  7 of  title  13,  United  States 
Code,  shall  apply  to  any  survey,  collection,  or  compilation  of  registration  and 
voting  statistics  carried  out  under  this  title:  Provided,  however,  That  no  person 
shall  be  compelled  to  disclose  his  race,  color,  national  origin,  or  questioned  about 
his  political  party  affiliation,  how  he  votecl,  or  the  reasons  therefore,  nor  shall 
any  penalty  be  imposed  for  his  failure  or  refusal  to  make  such  disclosure.  Every 
person  interrogated  orally,  by  written  survey  or  questionnaire  or  by  any  other 
means  with  respect  to  such  information  shall  be  fully  advised  with  respect  to 
his  right  to  fail  or  refuse  to  furnish  such  information. 

December  10,  1964. 

Hon.  Luther  M.  Hodges, 

Secretary,  U.S.  Department  of  Commerce, 

Washington,  D.C. 

Dear  Mr.  Secretary:  Pursuant  to  title  VIII  of  the  Civil  Rights  Act  of  1964> 
Public  Law  88-352,  78  Stat.  241,  the  Commission  hereby  recommends  a survey  to 
compile  registration  and  voting  statistics  throughout  the  States  of  Alabama, 
Louisiana,  and  Mississippi.  The  Commission  recommends  that  the  survey 
consist  of  a count  of  all  persons  of  voting  age  in  such  States  and  a determination 
of  the  following  information  for  such  persons:  (a)  citizenship,  (6)  residence,  (c) 
years  of  school  completed,  (d)  race  and  color,  (e)  whether  such  person  is  registered 
to  vote  in  Federal  elections,  (/)  whether  such  person  has  voted  in  the  most  recent 
(i)  statewide  primary  election  (runoff  or  otherwise),  and  (ii)  general  election,  in 
which  Members  of  the  U.S.  House  of  Representatives  were  nominated  or  elected. 

Item  (d)  calls  for  mformation  collected  by  the  Bureau  of  the  Census  in  the  1960 
decennial  census.  The  definitions  and  procedures  followed  in  that  census  would 
appear  to  be  appropriate  for  the  recommended  census.  The  procedures  for  ob- 
taining information  on  the  remaining  items  will  require  further  discussion  at  the 
staff  level. 

The  Commission  has  selected  these  States  for  a survey  because  in  each  of  them 
there  is  evidence  of  widespread  and  persistent  discriminatory  practices  against 
Negroes  with  respect  to  registration  and  voting.  The  Commission  recognizes 
that  such  voting  discrimination  is  not  confined  to  the  three  States  selected  for 
the  survey.  In  other  States,  however,  the  problem  is  confined  to  more  limited 
areas  and  in  many  cases  appears  to  be  diminishing.  Thus,  while  the  Commission 
intends  to  consider  recommendations  for  surveys  in  particular  geographic  areas 
in  such  States,  any  future  recommendations  would  undoubtedly  call  for  surveys 
of  a more  limited  nature. 

Sincerely  yours, 


John  A.  Hannah,  Chairman, 


Schedule  on  supplemental  appropriations  and  revised  estimates 
[In  thousands] 

9.  Estimated  supplemental  required $7,  500 

10.  Estimated  supplemental  included  in  latest  budget 


11.  Date  needed: 

For  obligation,  Feb.  1,  1965. 

For  expenditure,  Feb.  15,  1965. 

12.  Estimated  expenditures  from  supplemental:  In  budget  Revised 

In  current  fiscal  year $554 

In  next  fiscal  year 6,  488 

After  next  fiscal  year 458 


Total 7,  500 

44-864—65 11 
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Geneeal  Statement 

Mr.  Rooney.  Do  you  have  a statement  with  regard  to  this,  Mr. 
Eckler? 

Mr.  Ecklee.  Yes,  Mr.  Chairman. 

Mr.  Rooney.  Please  proceed. 

Mr.  Ecklee.  Since  the  statement  is  short,  with  your  permission 
I will  read  it. 

The  Civil  Rights  Act  of  1964  includes  in  title  VIII  the  following 
provision: 

The  Secretary  of  Commerce  shall  promptly  conduct  a survey  to  compile  regis- 
tration and  voting  statistics  in  such  geographic  areas  as  may  be  recommended 
by  the  Commission  on  Civil  Rights.  Such  a survey  and  compilation  shall,  to 
the  extent  recommended  by  the  Commission  on  Civil  Rights,  only  include  a 
count  of  persons  of  voting  age  by  race,  color,  and  national  origin,  and  determina- 
tion of  the  extent  to  which  such  persons  are  registered  to  vote,  and  have  voted  in 
any  statewide  primary  or  general  election  in  which  Members  of  the  U.S.  House 
of  Representatives  are  nominated  or  elected,  since  January  1,  1960. 

In  a letter  to  the  Secretary  of  Commerce  dated  December  10,  1964, 
the  Chairman  of  the  Civil  Rights  Commission  recommended  a 
registration  and  voting  statistics  survey  covering  the  States  of  Ala- 
bama, Louisiana,  and  Mississippi  to  provide  a count  of  all  persons  of 
voting  age  and  a determination  of  the  following  information  for  each 
such  person:  (1)  citizenship,  (2)  residence,  (3)  years  of  school  com- 
pleted, (4)  race  and  color,  (5)  whether  registered  to  vote  in  Federal 
elections,  (6)  whether  voted  in  the  most  recent  statewide  primary 
election  and  general  election  in  which  Members  of  the  U.S.  House  of 
Representatives  were  nominated  or  elected.  The  letter  also  stated 
that  the  Commission  intends  to  consider  recommendations  for 
additional  surveys  of  a more  hmited  nature  in  particular  geographic 
areas  in  other  States. 

We  estimate  that  an  amount  of  $7,500,000  will  be  required  to 
conduct  surveys  in  areas  with  a population  of  approximately  1 1 million 
people  (including  about  6 million  of  voting  age).  Surveys  of  the 
States  of  Alabama,  Louisiana,  and  Mississippi  with  a population  of 
about  9 million  will  cost  $6,390,000,  leaving  $1,110,000  to  conduct 
surveys  to  be  specified  by  the  Civil  Rights  Commission  in  other  areas 
with  a population  of  about  2 million  (1  million  of  voting  age),. 

These  surveys  involve  factors  which  the  Bureau  has  not  heretofore 
experienced,  and  will  require  careful  and  time-consuming  planning 
and  testing.  Our  plan  contemplates  a pretest  in  the  spring  of  1965 
and,  based  on  the  information  from  this  test,  the  complete  enumera- 
tion will  be  held  in  the  fall  of  1965.  Under  this  plan,  the  first  data 
tabulations  would  become  available  early  in  1966. 

DATA  COLLECTION  COSTS 

Mr.  Rooney.  Mr.  Eckler,  at  page  CEN-4  we  find  a breakdown  of 
the  $7.5  million  and  included  therein  is  $5,525,000  for  data  collection. 
Is  this  not  proportionately  higher  than  it  is  in  other  censuses? 

Mr.  Ecklee.  I think  the  percentage  might  run  a little  higher  than 
it  would  in  the  other  censuses,  because  of  the  special  circumstances 
involved  in  this  particular  operation.  I do  not  think  it  is  greatly 
higher. 
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Mr.  Kooney.  What  are  the  special  circumstances? 

Mr.  Eckler.  This  is  the  first  time  we  have  collected  information  on 
registration  to  vote.  It  is  the  first  time  we  have  had  an  operation 
with  a mixture  of  mandatory  and  voluntary  questions.  This  requires 
that  we  make  clear  to  aU  persons  that  some  of  the  questions  are  not 
required  to  be  answered.  Previously,  censuses  have  been  taken  under 
mandatory  provisions  and  general  publicity  regarding  the  required 
answer  saved  a good  deal  of  time  which  might  be  required  here  in 
order  to  be  sure  that  every  householder  is  aware  of  the  conditions 
under  which  this  census  is  taken. 

This  may  involve  additional  time  in  collection  in  some  instances. 

It  is  also  a subject  in  which  there  is  a good  deal  of  pubhc  interest,  at 
the  present  time,  and  the  amount  of  time  required  could  be  affected 
because  of  that. 

LEGAL  AUTHORITY 

Mr.  Rooney.  What  is  the  legal  authority  for  this  proposed  activity 
of  the  Department  of  Commerce? 

Mr.  Eckler.  Title  VIII  of  the  Civil  Rights  Act  indicates  that  the 
Secretary  of  Commerce  shall  promptly  conduct  a survey  to  compile 
registration  and  voting  statistics  in  such  geographic  areas  as  my  be 
recommended  by  the  Commission  on  Civil  Rights. 

I believe  we  have  included  a full  text  of  title  VIII,  section  801,  in 
the  material  which  was  put  into  the  record. 

Mr.  Rooney.  Where  do  you  get  the  authority  for  the  unlimited 
availability? 

Mr.  Imhoff.  We  have  no  specific  authority  for  that,  Mr.  Chairman. 

Mr.  Rooney.  This,  then,  would  be  subject  to  a point  of  order  in  the 
House  of  Representatives? 

Mr.  Imhoff.  That  is  my  understanding,  sir. 

Mr.  Rooney.  What  would  be  the  resultant  situation  if  the  words 
“to  remain  available  until  December  31,  1966,^’  were  stricken  from  the 
proposed  language? 

Mr.  Eckler.  That  would  mean  that  the  money  would  expire  at  the 
end  of  1965. 

Our  estimate  of  the  operation  would  be  that  there  would  be  some 
work  which  could  not  be  expedited  most  rapidly  or  which  might  not 
be  completed  within  fiscal  1965. 

Mr.  Rooney.  In  other  words,  a sustained  point  of  order  would 
result  in  a situation  where  you  would  use  no  more  than  $554,000? 

Mr.  Stiver.  That  would  be  $850,000  of  obligational  authority. 
The  $554,000  refers  to  our  expenditures. 

Mr.  Rooney.  An  obligation  for  1966  of 

Mr.  Stiver.  $6,470,000. 

Mr.  Rooney.  Do  you  have  any  breakdown  information  with 
regard  to  these  figures  on  page  CEN-4? 

Mr.  Stiver.  We  have  them  broken  down  by  their  object  classes 
and  showing  positions,  all  temporary,  and  the  man-years  involved. 
We  have  explanations  back  of  that  as  to  how  these  figures  were 
arrived  at. 


162 


PROGRAM  PLANNING,  DIRECTION,  AND  REVIEW 

Mr.  Rooney.  What  is  the  breakdown  of  the  $249,000  on  that  page? 

Mr.  Stiver.  There  are  14  temporary  positions  and  20  man-years 
over  an  18-month  period  for  a total  of  $157,000  in  personal  services; 
personnel  benefits  are  $11,000;  travel  $5,000;  rent,  communications, 
and  utilities,  $1,000;  printing  and  reproduction,  $70,000;  supplies  and 
materials,  $5,000. 

Mr.  Rooney.  Is  the  total  of  these  figures  $249,000? 

Mr.  Stiver.  These  figures  total  $249,000;  yes,  sir. 

DETAIL  OF  DATA  COLLECTION  COSTS 

Mr.  Rooney.  What  is  the  breakdown  of  the  data  collection  figure 
of  $5,525,000? 

Mr.  Stiver.  This  will  be  approximately  11,862,000  temporary 
positions,  903  man-years  costing  $4,277,000 

Mr.  Rooney.  Did  you  say  11  million? 

Mr.  Stiver.  11,000;  I am  sorry:  11,862  temporary  positions,  903 
man-years  costing  $4,277,000;  personnel  benefits  of  $173,000;  travel 
of  $668,000;  transportation  of  things,  $7,000;  rent,  communications, 
and  utilities  of  $325,000;  printing  and  reproduction  of  $23,000; 
supplies  and  materials  of  $52,000;  these  total  $5,525,000. 

Mr.  Rooney.  Mr.  Cederberg? 

EXPENDITURES,  1965 

Mr.  Cederberg.  How  much  of  these  funds  you  are  requesting 
here  do  you  expect  to  spend  in  this  fiscal  year? 

Mr.  Stiver.  Expenditures  in  fiscal  year  1965  are  estimated  at 
$554,000;  obligations  at  $850,000. 

Mr.  Cederberg.  This  is  a supplemental  for  this  fiscal  year  and  I 
cannot  understand  why  you  should  not  put  the  balance  in  your  new 
budget.  Was  that  ever  contemplated? 

Mr,  Stiver.  This  was  discussed  earlier  and  I think  the  Budget 
Bureau  and  the  Department  came  to  the  conclusion  regarding  how 
this  should  be  approached. 

Mr.  Cederberg.  You  do  not  know  why  they  came  to  that  con- 
clusion? 

Mr.  Stiver.  No,  sir;  not  precisely. 

INCLUSION  OF  FUNDS  AS  A SUPPLEMENTAL  APPROPRIATION  REQUEST 

Mr.  CEDERBERG.  As  far  as  your  operation  is  concerned,  it  would 
not  make  any  difference  if  it  were  in  the  regular  budget  or  in  the 
supplemental,  would  it? 

Mr.  Stiver.  Only,  as  Dr.  Eckler  was  speaking  to  the  point  before, 
I think  this  does  assure  a much  greater  opportunity  to  plan  effective, 
economical  operations,  and  the  continuity  in  these  operations  can  be 
greater. 

Mr.  Cederberg.  If  I read  the  law  correctly,  the  civil  rights  law, 
it  indicates  that  if  the  Civil  Rights  Commission  requests  this  of  the 
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Department  of  Commerce,  the  Bureau  of  the  Census  does  not  have 
any  choice  but  to  get  the  job  done,  provided  it  is  funded? 

Mr.  Eckler.  Assuming  the  money  is  provided. 

Mr.  Cederberg.  If  it  is  funded  in  the  regular  budget  rather  than 
all  in  the  supplemental.  I do  not  see  how  this  would  affect  your 
planning. 

Mr.  Stiver.  The  question  arises  as  to  getting  the  work  done.  It 
becomes  possible  to  speed  up  work  that  can  be  speeded  up  when  this 
is  the  most  economical  manner.  If  you  cannot  quite  keep  your 
schedule,  the  money  remains  available  to  complete  the  work.  So, 
you  plan  a total  job  rather  than  a job  in  fiscal  pieces.  This  does 
contribute  to  being  able  to  plan  more  efficient  operations,  and  to  carry 
out  the  works  on  a prompt  basis,  as  required  by  law. 

Mr.  Cederberg.  Every  indication  is  that  your  regular  appropria- 
tion will  probably  be  concluded  very  close  to  the  end  of  the  fiscal 
year,  and  it  would  seem  to  me  that  if  the  bulk  of  this  money  were  put 
into  your  regular  budget  it  would  be  much  better  than  having  it  show 
up  this  way. 

Actually,  you  are  requesting  a supplemental  in  this  fiscal  year, 
most  of  which  will  be  spent  in  the  next  fiscal  year? 

Mr.  Stiver.  That  is  correct. 

Mr.  Cederberg.  That  is  all  I have,  Mr.  Chairman. 

Mr.  Kooney.  Thank  you.  Air.  Eckler  and  gentlemen. 

Air.  Eckler.  Thank  you.  Air.  Chairman. 
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Monday,  February  15,  1965. 

THE  JUDICIARY 

Courts  of  Appeals,  District  Courts,  and  Other  Judicial  Services 

WITNESSES 

HON.  MATTHEW  F.  McGUIRE,  CHIEF  JUDGE,  U.S.  DISTRICT  COURT, 
DISTRICT  OF  COLUMBIA 

DARWIN  H.  ANDERSON,  ASSISTANT  CHIEF  OF  BUSINESS  ADMINIS- 
TRATION, ADMINISTRATIVE  OFFICE,  U.S.  COURTS 

Fees  of  Jurors  and  Commissioners 
Object  classification 


[In  thousands  of  dollars] 


1965  presently 
available 

1965  revised 
estimate 

1965 

increase 

Personnel  compensation: 

11. 4 Special  personal  service  payments: 

Fees  of  U.S.  commissioners. 

875 

900 

25 

Fees  of  jury  commissioners 

10 

10 

Fees  of  jurors.. 

2, 900 

2,980 

80 

Total  personnel  compensation 

3, 785 

3,890 

105 

12.0  Personnel  benefits 

45 

50 

5 

21. 0 Travel  and  transportation  of  persons  (jurors) 

1,  585 

1,760 

175 

25. 1 Other  services  (meals  and  lodging  furnished  sequestered 

jurors) 

85 

100 

15 

99. 0 Total  obhgations 

5,  500 

5, 800 

300 

Program  and  financing 


[In  thousands  of  dollars] 


1965 

presently 

available 

1965 

revised 

estimate 

1965 

increase 

Program  by  activities: 

1.  U.S.  Commissioner  system 

914 

950 

30 

2.  Jury  system 

4, 580 

4, 850 

270 

10  Total  obligations 

5,500 

5, 800 

300 

Financing: 

40  New  obhgational  authority  (appropriation) 

5,  500 

5, 800 

300 

Relation  of  obligations  to  expenditures: 

71  Total  obhgations  (afiecting  expenditures). 

5,  500 

5, 800 

300 

72  Obligated  balance,,  start  of  year 

463 

463 

74  Obligated  balance,  end  of  year 

—463 

-463 

90  Expenditmes 

5,  500 

5, 800 

300 

AMOUNT  REQUESTED 

Mr.  Rooney.  Gentlemen,  this  morning  we  shall  consider  certain 
supplemental  appropriations  requests  contained  in  House  Docu- 
ment No.  80  submitted  under  date  of  February  8,  1965.  The  first 
of  these  with  which  we  shall  concern  ourselves  is  entitled  “The  judi- 
ciary, courts  of  appeals,  district  courts,  and  other  judical  services, 
fees  of  jurors  and  commissioners,’’  for  an  additional  amount  of 
$300,000. 
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Justification  of  the  Estimate 

We  have  before  us  a set  of  justifications  with  regard  to  this  request 
consisting  on  pages  1 through  7,  which  we  shall  insert  at  this  point 
in  the  record. 

(The  pages  follow:) 

The  Judiciary — Courts  of  Appeals,  District  Courts,  and  Other  Judicial 

Services 

FEES  OF  JURORS  AND  COMMISSIONERS,  U.S.  COURTS,  1965 

An  additional  amount  for:  “Fees  of  Jurors  and  commissioners,”  $300,000. 

Fees  of  jurors  and  commissioners,  U.S.  courts,  1965 

Request 

Appropriation  to  date 

Obligations  to  Dec.  31,  1964 

Expenditures  to  Dec.  31,  1964 

Budget  estimate  next  fiscal  year 

1 Cash  basis. 

JUSTIFICATION 

The  Congress  appropriated  the  sum  of  $5,500,000  for  fees  of  jurors  and  com- 
missioners for  fiscal  year  1965  which  is  the  amount  requested  and  which  represents 
no  increase  over  the  obligational  authority  granted  in  the  previous  year.  Based  on 
a current  projection  of  fees  paid  to  jurors  and  commissioners,  it  appears  that  an 
additional  sum  of  $300,000  will  be  required  in  fiscal  year  1965  as  follows: 


Amount 

available 

Estimated 

obhgations 

Projected 

deficiency 

Fees  of  commissioners 

$920, 000 
680,  000 
3, 900,  000 

$950,  000 
680,  000 
4, 170,  000 

$30, 000 

Fees  of  grand  jurors  - - - - 

Fees  of  petit  jurors  1 

270, 000 

Total 

5, 500,  000 

5,  800,  000 

300, 000 

1 Includes  meals  and  lodging  furnished  sequestered  jurors,  transportation  of  juries  of  view,  and  fees  of 
jury  commissioners. 


$300,  000 
$5,  500,  000 
1 2,  114,  052 
2, 114,  052 
6,  500,  000 


Fees  of  petit  jurors 

Cumulative  payments  to  petit  jurors  during  the  first  half  of  fiscal  year  1965 
aggregated  $1,613,303  compared  with  $1,509,486  paid  during  the  same  period  of 
the  previous  year,  an  increase  of  6.9  percent.  Assuming  the  current  trend  in 
payments  continues  for  the  balance  of  the  year,  fees  and  allowances  of  petit  jurors 
in  1965  will  aggregate  $4,170,000  or  $270,000  in  excess  of  the  sum  available  for 
this  purpose.  The  following  is  a month-by-month  breakdown  of  payments  for 
petit  juries,  1965  compared  with  1964: 


Monthly 

Cumulative 

1964 

1965 

Percent 
increase  (+) 
or 

decrease 

(-) 

1964 

1965 

Percent 
increase  (+) 
or 

decrease 

(-) 

.Inly 

$86, 338 
114, 170 
128,908 
404,  538 

329. 074 
446, 458 
223, 436 

382. 074 
378, 818 
417, 018 
341,  682 
445,  291 
204, 608 

$94, 398 
79, 096 
177, 817 
396, 649 
386, 425 
478, 918 

+9.4 

-30.7 

$86, 338 
200,  508 
329, 416 
733, 954 
1, 063, 028 
1, 509, 486 

1,  732, 922 
2, 114, 996 

2,  493, 814 
2, 910, 832 
3, 252, 514 
3, 697, 805 
3, 902, 413 

$94, 398 
173, 494 
351, 311 
747, 960 
1, 134, 385 
1, 613, 303 

+9.4 

-13.5 

+6.7 

+1.9 

+6.7 

+6.9 

August 

September 

+37.9 

-2.0 

+17.4 

+7.3 

October 

November 

December 

January 

February 

March 

April 

May... 

June  _ 

Julv  1 

1 Includes  payments  subsequent  to  June  30  for  services  rendered  on  or  before  June  30. 


166 


As  is  evident,  payments  to  jurors  fluctuate  from  month  to  month.  This  in 
large  measure  is  due  to  irregular  schedules  for  the  preparation  of  Jury  payrolls  in  | 
clerks’  offices  and  the  settlement  thereof  by  the  U.S.  marshals.  Admittedly,  a 
comparison  of  payments  is  not  always  a reliable  basis  on  which  to  project 
budgetary  requirements.  Statistical  data  on  the  number  of  jury  trials  and  trial  i 

days  are  incomplete.  Conceivably,  the  rate  of  payments  to  jurors  may  di- 
minish somewhat  during  the  last  half  of  the  year  and  the  supplemental  request 
may  prove  to  be  in  excess  of  actual  requirements.  If  so,  the  unobligated  balance 
will  be  returned  to  the  Treasury.  This,  of  course,  is  far  more  desirable  than  to  j 
find  at  some  later  date  that  the  supplemental  requirements  were  understated  in 
which  event  the  deferral  of  payments  to  jurors  may  be  necessary. 

The  following  is  a comparison  of  petit  jury  costs  during  the  past  7 jmars  and  the 
revised  estimate  for  1965: 


Fiscal  year 

Petit  jury 
costs 

Percentage 

change 

1958 ...  

$3,  622, 862 
3,  556,  570 
3,310,711 
3, 201,  000 
3,  500,  750 
3,  796,  603 
3,  900, 413 
4, 170,  000 

1959 ...  . . ... 

—1.8 

1960  

1961  ... 

-6.9 

—3.3 

1962 

+9.4 

+8.5 

+2.7 

+6.9 

1963  

1964  

1965  (estimate) 

Petit  jury  costs  during  the  past  3 years  have  increased  $700,000  or  approxi- 
mately 21  percent.  This  increase  is  in  relatively  the  same  proportion  as  the 
increase  in  jury  trial  days  and  is  due  primarily  to  the  activities  of  the  additional 
district  judges  appointed  pursuant  to  the  onmibus  judgeship  legislation.  The 
number  of  jury  trial  days  has  increased  18  percent,  from  13,080  in  1961  to  15,399 
in  1964. 

Fees  of  U.S.  commissioners 

Payments  for  services  rendered  by  U.S.  commissioners  during  fiscal  year  1964 
will  aggregate  approximately  $920,000.  Fees  paid  during  the  first  half  of  the 
current  fiscal  year  are  running  approx;imately  9-percent  higher  than  in  the  previous 
year.  If  this  trend  continues,  fees  and  related  benefits  in  1965  could  conceivably  I 
exceed  $1  million,  or  $80,000  more  than  the  sum  available  for  this  purpose.  It  is 
expected,  however,  that  the  rate  of  payment  will  diminish  during  the  last  half  of 
the  year  and  that  the  total  fees  and  benefits  of  commissioners  for  services  rendered  | : 

in  1965  will  be  approximately  $950,000  or  $30,000  more  than  in  1964.  The  j 

following  table  shows  the  trend  in  the  payments  to  commissioners  during  the  past  |: 
7 years  and  the  revised  estimate  for  1965:  ■, 


Fiscal  year 

Fees  of  com- 
missioners 
and  related 
benefits 

Percentage 

change 

1958  - - 

$783,  700 
791, 826 

1959 

+1.0 

1960  

803, 562 
830,  976 

+1.5 

1961..  

+3.4 

1962  - - 

841, 630 

+1.3 

1963  . 

908,417 
1 920, 000 
950, 000 

+7.9 

1964  . . . .. 

+1.3 

1965  (estimate)  . . ...  - - 

+3.3 

1 Includes  unpaid  accounts  estimated  at  $12,000. 


The  need  for  additional  funds  in  1965  is  due  partially  to  increased  benefit 
payments.  The  act  of  August  31,  1964,  brought  U.S.  commissioners  within  the 
purview  of  the  Federal  Employees’  Flealth  Benefits  Act  of  1959  and  the  Federal 
Employees’  Group  Life  Insurance  Act  of  1954 

General  Statement 

Mr.  Rooney.  Do  you  have  a general  statement  with  regard  to 
this,  Judge  McGuire? 
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Judge  McGuire.  Mr.  Chairman  and  gentlemen,  I would  like  to 
refresh  your  recollection  by  indicating  that  the  original  jury  appro- 
priation was  $5.5  million,  and  of  this  amount  $2,114,052,  as  indicated 
by  the  justification,  is  already  committed  up  to  December  31,  with 
a balance  running  to  June  30,  1965. 

As  a consequence,  there  will  be  an  additional  amount  of  $300,000 
required  in  the  supplemental:  $270,000  for  fees  to  jurors  and  $30,000 
in  fees  of  commissioners,  as  indicated  in  the  justification. 

We  are  already  $103,000  ahead  of  the  jurors  item  in  1964. 

PAYMENTS  TO  JURORS 

Mr.  Rooney.  What  are  the  January  figures,  1965? 

Mr.  Anderson.  As  of  the  end  of  January,  Mr.  Chairman? 

Mr.  Rooney.  January  31,  1965. 

Mr.  Anderson.  Through  January  31,  1965,  payments  to  jurors 
were  $2,186,752  as  compared  with  January  31,  1964,  of  $2,049,488, 
an  increase  of  6.7  percent. 

Mr.  Rooney.  Let  us  take  the  month  of  January  figure  by  iteslf. 
What  was  it  for  1965,  last  month? 

Mr.  Anderson.  The  1965  January  payments  totaled  $263,669. 

Mr.  Rooney.  In  1964? 

Mr.  Anderson.  $223,436,  or  an  increase  of  18  percent,  month  for 
month. 

A4r.  Rooney.  This  amoimt  of  $300,000  is  a guess,  is  it  not? 

Judge  McGuire.  It  is  a guess  predicated  upon  our  experience  as 
best  we  can  evaluate  it. 

Mr.  Rooney.  In  the  event  the  $300,000  was  appropriated  by  the 
Congress  and  not  used  for  the  purpose  of  payment  of  fees  to  commis- 
sioners and  jurors,  it  would  revert  to  the  Treasury,  would  it  not? 

Judge  McGuire.  Yes,  sir. 

Mr.  Rooney.  It  could  not  be  used  for  any  other  purpose? 

Judge  McGuire.  That  is  correct. 

Mr.  Rooney.  Mr.  Smith? 

FEES  FOR  JURORS 

Mr.  Smith.  Have  the  fees  for  jurors  changed,  or  are  they  going  to 
be  changed?  Have  you  made  any  recommendations  on  that? 

Judge  McGuire.  We  have  made  no  recommendations  on  that, 
have  we? 

Mr.  Anderson.  No,  sir;  I believe  there  was  a bill  introduced  in  the 
last  session  of  Congress,  but  it  did  not  pass.  It  was  for  $10  a day  for 
fees  of  jurors  instead  of  the  present  $7. 

Mr.  Smith.  Was  that  the  bill  sponsored  by  the  Judicial  Conference? 

Mr.  Anderson.  I do  not  believe  so. 

Mr.  Smith.  By  the  bar  association,  or  do  you  know  who  sponsored  it? 

Mr.  Anderson.  I am  sorry;  I do  not  know. 

Judge  McGuire.  I could  not  tell  you  that. 

Mr.  Smith.  Is  your  estimate  based  on  the  same  fees? 

Judge  McGuire.  That  is  right. 

Mr.  Smith.  That  is  all. 

Mr.  Rooney.  Thank  you.  Judge  McGuire  and  Mr.  Olney. 

Judge  McGuire.  Thank  you,  Mr.  Chairman. 
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Wednesday,  February  10,  1965. 
U.S.  INFORMATION  AGENCY 
Special  International  Exhibitions 
Montreal  Exposition 

WITNESSES 

CARL  T.  ROWAN,  DIRECTOR,  U.S.  INFORMATION  AGENCY 
WILLIAM  R.  TYLER,  ASSISTANT  SECRETARY,  BUREAU  OF  EURO- 
PEAN AFFAIRS,  STATE 

SANFORD  S.  MARLOWE,  ACTING  DEPUTY  COMMISSIONER  GEN- 
ERAL, USIA 

JACK  MASEY,  CHIEF,  EAST-WEST  EXHIBITS  BRANCH,  USIA 
BEN  POSNER,  ASSISTANT  DIRECTOR  (ADMINISTRATION),  USIA 

Mr.  Rooney.  The  committee  will  please  come  to  order. 

There  is  contained  in  House  Document  No.  80  a request  entitled 
‘‘U.S.  Information  Agency,  Special  International  Exhibitions”  as 
follows : 

For  an  additional  amount  for  “Special  international  exhibitions”  for  U.S. 
participation  in  the  Canadian  Universal  and  International  Exhibition  to  be  held 
in  Montreal,  Canada,  in  1967,  as  authorized  by  the  Mutual  Educational  and 
Cultural  Exchange  Act  of  1961,  as  amended  (22  U.S.C.  2451  et  seq.),  including 
not  to  exceed  $25,000  for  representation  and  entertainment,  $11,700,000  to  remain 
available  until  expended. 

I understand  we  have  two  prepared  statements,  is  that  correct;  one 
by  Mr.  Rowan  and  one  by  Mr.  Tyler? 

Mr.  Rowan.  Yes,  Mr.  Chairman. 

Mr.  Rooney.  Who  shall  proceed  first? 

Mr.  Rowan.  I shall,  Mr.  Chairman. 

Mr.  Rooney.  Very  well. 

General  Statement  of  Director 

Mr.  Rowan.  Mr.  Chairman  and  members  of  the  committee,  we  are 
here  to  request  an  appropriation  of  $11,700,000  for  the  U.S.  pavilion 
at  the  Montreal  World’s  Fair  of  1967. 

Acting  under  the  authority  of  the  Mutual  Education  and  Cultural 
Exchange  Act  of  1961,  President  Johnson  decided  that  the  U.S. 
Government  should  accept  the  invitation  of  the  Canadian  Govern- 
ment to  participate  in  this  fair  and  so  notified  the  Canadian  Govern- 
ment last  July.  This  decision,  of  course,  is  subject  to  the  appropria- 
tion of  funds  by  the  Congress.  The  President  also  determined  that 
the  Commissioner  General  to  be  appointed  under  Public  Law  88-586 
of  the  last  Congress,  would  be  attached  to  the  U.S.  Information 
Agency  for  policy  guidance  and  program  and  administrative  assistance 
although  the  Commissioner  General  will  be  responsible  for  all  U.S. 
participation,  governmental  and  nongovernmental. 

It  is  of  great  importance,  gentlemen,  that  we  participate  in  the 
Montreal  exhibition  in  a major  way.  This  event  will  celebrate  the 
hundredth  anniversary  of  the  Canadian  Confederation,  a celebration 
as  important  to  Canadians  as  the  celebration  of  1976  will  be  to  us.  The 
Canadian  Commissioner  General  expects  that  some  80  countries  will 
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take  part.  By  our  participation,  we  can  reaffirm  our  high  regard  for 
Canada  and  the  Canadians  and  help  correct  some  of  the  misconcep- 
tions regarding  Americans  which  exist  among  our  neighbors  to  the 
north  and  among  many  of  the  million  visitors  who  are  expected  to 
come  to  the  fair  from  countries  other  than  Canada  and  the  United 
States. 

SIZE  OF  U.S.  PAVILION 

A major  component  of  our  exhibit  will  be  the  pavilion  itself,  which 
we  are  estimating  will  cost  about  $4  mffiion.  Designed  by  R.  Buck- 
minster Fuller,  it  will  represent  a new  dimension  in  the  use  of  spherical 
structures.  It  will  stand  almost  20  stories  high  and  provide  100,000 
square  feet  of  exhibit  space  on  various  levels. 

Mr.  Rooney.  Why  do  you  need  a 20-story-high  building?  The 
Department  of  Commerce  went  overboard  at  the  New  York  World’s 
Fair  and  put  up  a huge  budding.  Why  do  you  need  a 20  story 
budding? 

Mr.  Rowan.  This  20-story  height  refers  not  to  floor  levels  as  in 
an  ordinary  building,  Mr.  Chairman,  but  to  the  height  of  the  sphere 
itseh,  and  the  decision  was  made  to  do  it  at  this  height  because  we 
want  something  that  is  attractive,  something  that  is  attention-getting, 
something  that  is  unusual.  In  building  the  sphere  this  height  we 
think  we  do  achieve  an  architectural  breakthrough  and  something 
the  country  can  be  proud  of. 

Mr.  Rooney.  Does  the  Department  of  Commerce  have  any  con- 
nection with  this  project? 

Mr.  Rowan.  Not  to  my  knowledge;  no,  sir. 

Mr.  Rooney.  Proceed,  please. 

Mr.  Rowan.  With  its  steel  frame  covered  by  a special  transparent 
plastic  material,  the  pavdion  wdl  be  filled  with  natural  light  by  day 
and  at  night  wdl  glow  from  internal  lighting,  so  that  it  can  be  seen  by 
ad  Montreal.  It  wdl  be  fabricated  in  the  United  States. 

Mr.  Rooney.  Where? 

Mr.  Rowan.  We  do  not  know  where  yet,  IMr.  Chairman.  We  \vdl, 
of  course,  check  where  it  can  be  done  most  effectively  and  most 
cheaply. 

Mr.  Rooney.  That  is  as  far  as  the  present  plans  have  gone,  is  it? 

Mr.  Rowan.  Yes,  sir. 

Mr.  Rooney.  Go  ahead,  please. 

THEME  OF  U.S.  EXHIBIT 

Mr.  Rowan.  The  overaU  theme  of  our  participation  wdl  be  ‘Crea- 
tive America”  and  our  exhibits,  for  which  we  estimate  we  wdl  need 
$4,750,000,  wdl  deal  with  creativity  in  such  fields  as  architecture, 
space  exploration,  technology,  painting,  and  the  graphic  arts.  We  will 
show  the  creativity  of  the  American  past  and  the  American  heritage. 
Using  a motion  picture,  we  wdl  show  our  social  creativity,  our  com- 
mitment to  the  goals  of  the  Great  Society,  something  which  is  difficult 
to  portray  in  an  interesting  manner  through  other  exhibit  techniques. 
We  are  planning  to  have  this  film  done  in  the  three-screen  technique 
which  has  been  commented  on  so  favorably  by  visitors  to  the  New 
York  Fair  who  saw  the  film  “To  Be  Alive.” 
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We  will  need  funds  for  other  purposes,  too:  $1,450,000  for  the  6- 
month  operation  and  maintenance  of  the  fair,  about  $1,300,000  for 
overall  supervision  and  administration  between  now  and  the  end  of 
1968  when  our  pavilion  will  be  dismantled,  $375,000  for  required  in- 
surance and  assessments,  $75,000  for  support  of  the  performing  arts, 
and  $75,000  for  special  events. 

Our  special  events  program  will  include  a day  on  which  we  will 
honor  each  of  the  50  States,  the  District  of  Columbia,  and  the  Com- 
monwealth of  Puerto  Rico,  and  we  shall  try  to  attract  a large  number 
of  capable  amateur  and  semiprofessional  groups — such  as  square 
dancers,  marching  bands,  and  folk  singers — to  enliven  our  pavilion 
and  demonstrate  how  Americans  participate  in  popular  cultural 
activities. 

Our  entire  program  for  participation  in  the  Montreal  fair  totals 
$12  million.  Of  this,  $300,000  has  been  made  available  from  appro- 
priations already  made  for  ‘^Special  international  exhibitions.’’  In 
addition,  we  are  planning  on  support  from  private  sources,  especially 
from  American  business  and  industry. 

We  ask  that  funds  be  appropriated  now  since  building  conditions  in 
Montreal  require  that  we  start  excavation  and  construction  no  later 
than  this  fall.  All  our  major  contracts  have  to  be  let  and  most  of  the 
funds  obligated  prior  to  the  end  of  fiscal  year  1966.  Delay  will 
result  in  unnecessary  overtime  and  other  extra  costs  and  put  major 
construction  closer  to  the  fair’s  opening  when  wage  rates  will  probably 
increase.  With  the  appropriation  of  money  now,  we  can  proceed  in 
an  orderly  manner,  avoiding  unnecessary  crises  which  result  in  needless 
expense. 

I have  with  me  Mr.  William  Tyler,  the  Assistant  Secretary  of  State 
for  European  Affairs,  who  is  prepared  to  talk  about  the  political 
importance  of  our  participation  in  the  Montreal  fair;  and  Mr.  Sanford 
Marlowe,  a senior  career  officer  of  the  U.S.  Information  Agency,  who 
has  been  appointed  Deputy  U.S.  Commissioner  General  and  will  be 
responsible  for  the  planning  and  preparation  of  the  U.S.  pavilion 
pending  the  appointment  of  a Commissioner  General. 

Mr.  Rooney.  This  is  the  fellow  who  has  been  cooking  this  thing  up 
for  about  a year,  is  it? 

Mr.  Rowan.  Mr.  Marlowe? 

Mr.  Rooney.  Yes.  Is  this  Mr.  Marlowe? 

Mr.  Rowan.  Yes.  He  is  one,  along  with  others  in  the  Agency, 
myself,  people  in  State,  and  so  forth,  Mr.  Chairman,  who  have  been 
making  preliminary  plans,  and  of  course  Mr.  Marlowe  will  be  glad  to 
answer  detailed  questions  about  the  program  itself. 

Thank  you,  Mr.  Chairman. 

Mr.  Rooney.  Mr.  Tyler. 

General  Statement  of  Assistant  Secretary  of  State  for 

European  Affairs 

Mr.  Tyler.  Thank  you,  Mr.  Chairman. 

Mr.  Chairman,  members  of  the  subcommittee,  I wish  to  thank  you 
for  affording  me  this  opportunity  to  testify  before  you  in  support  of 
the  bill  providing  for  supplemental  appropriations  for  U.S.  participa- 
tion in  the  Canadian  Universal  and  International  Exposition — Expo 
’67^ — which  will  take  place  in  Montreal  from  April  28  to  October  28, 
1967. 
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This  will  he  a world’s  fair  of  major  importance,  one  which  has  been 
approved  by  the  International  Bureau  of  Expositions.  Special  im- 
portance is  being  given  to  it  by  the  Government  and  people  of  Canada 
because  it  will  commemorate  their  first  100  years  of  confederation. 
It  was  in  1867  that  Canada  became  the  first  self-governing  Dominion 
in  what  was  to  become  the  British  Commonwealth  of  Nations. 
Canadians  are  justifiably  proud  of  what  they  have  achieved  in  these 
years  of  growth.  Under  the  general  theme  of  the  fair,  ‘‘Man  and 
His  World,”  Canadians  wiU  present  for  the  world  to  see  what  they 
have  accomplished  in  the  northern  half  of  this  great  continent.  At 
the  same  time,  Canadians  are  inviting  other  countries  to  demonstrate 
with  them  what  interdependent  man  has  been  able  to  achieve.  Broad 
participation  is  anticipated.  Thus,  although  Canadians  will  be  cele- 
brating their  first  centennial  in  1967,  the  Montreal  World’s  Fair  wiU 
be  what  its  official  designation  describes,  a universal  and  international 
exhibition. 

Mr.  Chairman,  as  Mr.  Bowan  said,  it  is  of  great  importance  that 
we  participate  in  the  exposition  in  a major  way. 

Canada  shares  with  us  this  continent.  She  is  one  of  our  closest 
friends  and  allies,  with  ties  as  varied  as  they  are  numerous.  We 
fought  two  World  Wars  together.  We  jointly  built  the  an*  and  space 
defense  of  this  continent  under  the  integrated  North  American  Air 
Defense  Command.  We  are  fellow  members  of  the  North  Atlantic 
Treaty  Organization. 

MEMBERS  OF  BUREAU  OF  INTERNATIONAL  EXHIBITIONS 

Mr.  Booney.  How  much  did  the  Canadian  Government  spend  to 
be  represented  at  the  New  York  World’s  Fair? 

Mr.  Tyler.  I do  not  have  that  figure,  Mr.  Chairman. 

Mr.  Marlowe.  May  I answer  that  question,  Mr.  Chairman? 

Mr.  Booney.  Yes;  if  you  know  the  answer. 

Mr.  Marlowe.  It  was  not  possible  for  Canada  as  a government  to 
participate  in  the  New  York  World’s  Fair  because  she  was  a member 
of  the  International  Bureau  of  Expositions  and  the  New  York  World’s 
Fair  was  not  approved  as  an  international  exposition  by  the  Inter- 
national Bureau. 

Mr.  Booney.  Were  other  governments  who  are  members  of  the 
International  Bureau  of  Expositions  represented  with  buildings  at 
the  New  York  World’s  Fair? 

Mr.  Marlowe.  I do  not  know  of  any  who  had  government  build- 
ings at  the  New  York  World’s  Fair  who  were  members  of  the  Inter- 
national Bureau  of  Expositions. 

Mr.  Booney.  Is  this  country  a member  of  the  International  Bureau 
of  Expositions? 

Mr.  Marlowe.  No;  we  have  never  acceded  to  the  provisions  of 
the  convention  of  1928,  though  we  are  working  hard  on  that.  The 
reason,  of  course,  the  New  York  World’s  Fair  could  not  be  approved 
is  (1)  the  New  York  people  insisted  on  running  it  for  2 years  and  the 
convention  of  1928  held  that  approved  fairs  could  only  run  for  a 
6-month  period;  (2)  Seattle  had  gotten  its  bid  in  first;  and  (3)  New 
York  provided  for  renting  space  and  the  convention  provides  the 
space  must  be  furnished  free  of  charge.  However,  there  were  a 
number  of  Canadian  industrial  firms  represented  at  the  New  York 
World’s  Fair. 


172 


Mr.  Rooney.  Please  insert  at  this  point  in  the  record  what  govern- 
ments, if  any,  who  belong  to  the  International  Bureau  of  Expositions 
are  presently  represented  at  the  New  York  World’s  Fair. 

Mr.  Marlowe.  We  will  determine  that  for  the  record,  sir. 

(The  information  follows:) 

The  Governments  of  the  following  countries  belonging  to  the  Bureau  of  Inter- 
national Exhibitions  (BIE)  are  presently  represented  at  the  New  York  World’s 
Fair: 

Austria  (under  auspices  of  Austrian  trade  associations) 

Greece  (mostly  private  capital,  but  $250,000  from  Government) 

Lebanon 

Morocco  (dual  funding  from  both  Government  and  private  organizations) 
Sweden  (sponsored  by  Swedish  Agricultural  Board  which  is  a quasi-governmental 

organization) 

Mr.  Rooney.  Go  ahead,  Mr.  Tyler. 

U.S.  RELATIONSHIP  WITH  CANADA 

Mr.  Tyler.  Canada  is  the  largest  foreign  market  for  our  goods  just 
as  we  are  the  largest  market  for  Canada’s  exports.  One-fifth  of  all 
our  exports  go  to  Canada.  Americans  have  placed  in  Canada  some 
$20  billion  in  direct  and  portfolio  investments — one-third  of  all  our 
private  foreign  investment.  Canadian  investment  in  the  United 
States  is  even  greater  on  a per  capita  basis.  A great  many  Canadians 
have  relatives  in  the  United  States  and  a goodly  number  of  Americans 
live  in  Canada.  By  participating  strongly  in  the  World’s  Fair  we 
shall  be  demonstrating  that  we  appreciate  fully  the  value  of  these  ties 
and  that  we  do  not,  as  is  too  frequently  said  of  us,  take  those  ties  for 
granted.  At  the  same  time,  we  shall  be  indicating  to  our  Canadain 
neighbors  that  we  possess  for  them  that  admiration  to  which  they  are 
entitled  by  their  taming  of  the  northern  half  of  the  continent ; by  their 
good  neighborliness;  and  by  their  outstanding  participation  in  world 
affairs. 

Mr.  Rooney.  What  will  you  show  them;  $12  million  worth  of 
admiration? 

Mr.  Tyler.  For  this  fair,  Mr.  Chairman? 

Mr.  Rooney.  Yes. 

Mr.  Tyler.  I think  our  participation  to  this  extent  would  be  con- 
sistent with  our  desire  to  show  we  attach  great  importance  to  this  fair 
and  want  to  make  the  best  presentation  we  can. 

Mr.  Rooney.  Go  ahead,  please. 

Mr.  Tyler.  The  fair  will  also  provide  a major  showcase  for  Ameri- 
can commerce  and  industry  and  will  assist  us  in  demonstrating  that 
it  is  to  the  advantage  of  the  people  of  Canada  to  continue  being  our 
best  customer. 

We  are  informed  that  a preliminary  survey  indicates  that  some  10 
million  visitors  will  make  a total  of  30  million  visits  to  the  fair.  Of 
these,  it  is  estimated  that  48  percent  will  come  from  Canada  outside 
of  Montreal;  7 percent  fom  Montreal;  38  percent  from  the  United 
States;  and  7 percent  from  the  rest  of  the  world.  I caU  special  atten- 
tion to  the  fact  that  some  38  percent  of  the  visitors  will  be  from  the 
United  States.  As  the  committee  knows,  our  exhibits  abroad  are  not 
aimed  at  Americans,  nor  will  our  exhibit  at  Montreal  be  aimed  at 
Americans.  We  cannot,  however,  ignore  the  fact  that  nearly  4 million 
of  our  citizens  are  expected  to  attend.  We  believe  that  they  will 
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probably  expect  our  participation  in  the  fair  to  be  worthy  of  Canada’s 
great  neighbor.  That,  with  adequate  support  from  the  Congress, 
is  our  intention. 

COMPARISON  OF  EXHIBITS 

As  the  subcommittee  also  knows,  frequently  a World’s  Fair — 
whether  we  wish  it  to  or  not — involves  the  prestige  of  nations.  A 
nation’s  exhibit,  which  is  what  this  would  be,  is  looked  upon  rightly 
or  wrongly  as  a measure  of  its  accomplishments.  This  will  hold  true 
at  Montreal.  Our  exhibit  will  be  compared  with  those  of  other 
nations  on  both  sides  of  the  Iron  Curtain.  We  wish  to  make  sure 
that  we  do  not  suffer  by  this  comparison.  As  the  Canadian  Minister 
of  Trade  and  Commerce,  the  Honorable  Mitchell  Sharp,  told  a group 
of  American  newspaper  editors  in  Ottawa  on  June  15,  1964,  ‘Tt  is,  in 
our  view,  crucial  that  the  North  American  way  of  life  comes  through 
loud  and  clear  at  the  1967  world  exhibition.”  We  should  play  our 
part  in  seeing  that  this  occurs.  A necessary  step  at  this  time  is 
appropriation  for  U.S.  participation  in  the  exhibition.  I urge  passage 
of  such  legislation,  and  I would  like  to  be  able  to  give  as  much  con- 
viction to  my  voice  as  Mr.  Rowan  has. 

AMERICAN  CORPORATION  PARTICIPATION 

Mr.  Rooney.  Are  American  corporations  going  to  be  represented 
at  this  fair? 

Mr.  Marlowe.  As  such,  American  corporations  will  be  represented 
primarily  through  their  Canadian  subsidiaries. 

Mr.  Rooney.  General  Motors,  Ford,  and  all  the  big  American 
corporations? 

Mr.  Marlowe.  Yes;  they  will  be  represented  through  their  Cana- 
dian subsidiaries.  Chrysler  has  already  announed  its  participation. 
Ford  of  Canada  has  put  up  money  but  has  not  announced  it.  Others 
will  participate  through  us  in  that  they  will  be  in  the  American 
pavilion. 

EQUIPMENT 

Mr.  Rooney.  How  much  of  the  equipment  presently  in  our  Federal 
pavilion  at  the  New  York  World’s  Fair  will  be  used  at  the  Montreal 
World’s  Fair? 

Mr.  Marlowe.  None  at  all. 

Mr.  Rooney.  None  at  all? 

Mr.  Marlowe.  That  is  right. 

Mr.  Rooney.  Has  this  been  considered? 

Mr.  Marlowe.  Yes;  but  we  have  a different  kind  of  pavilion  at  the 
Montreal  World’s  Fair  than  at  the  New  York  World’s  Fair. 

Mr.  Rooney.  We  have  spent  $17  million  on  that  Federal  exhibit  at 
the  New  York  World’s  Fair  and  you  cannot  use  any  part  of  that 
toward  this  project? 

Mr.  Marlowe.  Not  so  far  as  we  have  been  able  to  determine.  If 
we  can,  I can  assure  you  we  wiU. 

DESCRIPTION  OF  PAVILION 

Mr.  Rooney.  What  kind  of  building  will  this  be? 

Mr.  Marlowe.  We  have  a model  of  it  here,  sir. 
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Mr.  Rooney.  Perhaps  we  had  better  inspect  the  model. 

Mr.  Maelowe.  The  structure,  which  is  approximately  two-thirds 
of  a sphere,  is  made  of  steel  and  aluminum  framework  covered  by  a 
transparent  plastic  enclosure  which  will  provide  us,  on  several  levels 
inside,  roughly  100,000  square  feet  of  exhibit  space.  The  plastic 
covering  will  admit  the  sun  in  the  daytime,  and  it  will  glow  at  night 
from  internal  lighting. 

The  structure  was  designed  by  Mr.  R.  Buckminster  Fuller.  It  is  a 
new  dimension  in  geodesic  spherical  structures,  many  of  which  are 
covering  the  DEW  line  and  other  fairs  and  facilities. 

Mr.  Smith.  Couldn’t  you  buy  a water  tank  such  as  is  fabricated 
for  city  water  supplies  and  put  that  plastic  skin  on  it?  You  would 
get  the  same  result,  would  you  not? 

Mr.  Marlowe.  I hardly  think  you  would. 

Mr.  Cederberg.  Will  you  put  ‘'United  States”  on  this  anywhere? 
I do  not  see  any  indication  that  it  is  the  U.S.  pavilion. 

Mr.  Rowan.  We  expect  the  publicity  will  be  such  that  long  before 
the  fair  opens  everyone  will  know  it  is  the  U.S.  pavilion. 

Mr.  Marlowe.  It  will  have  to  be  up  by  the  end  of  the  construction 
season  1966. 

COMPARISON  OF  COSTS 

Mr.  Rooney.  What  is  this  [indicating]? 

Mr.  Marlowe.  This  is  a rest  area,  benches  and  so  forth. 

Mr.  Rooney.  What  is  the  size? 

Mr.  Marlowe.  150,000  square  feet. 

Mr.  Rooney.  Are  you  including  the  whole  area? 

Mr.  Marlowe.  Yes. 

Mr.  Rooney.  $40  a square  foot? 

Mr.  Marlowe.  We  are  not  renting  this  at  all;  150,000  square  feet 
have  been  allotted  to  us  by  the  Canadian  Government  at  no  charge. 

Mr.  Rooney.  Of  the  150,000  square  feet  in  the  whole  area,  the 
building  will  provide  100,000  square  feet  of  exhibit  space,  and  with 
the  cost  of  the  building  at  approximately  $4  million,  is  that  not  $40 
a square  foot? 

Mr.  Marlowe.  Yes,  sir. 

Mr.  Rooney.  That  is  pretty  high,  is  it  not? 

Mr.  Marlowe.  Yes,  sir. 

Mr.  Rooney.  That  is  more  than  the  square  foot  cost  of  the  Rayburn 
Building  here  on  Capitol  HiU  we  hear  so  much  about. 

Mr.  Marlowe.  I do  not  know  what  the  square  foot  cost  of  the 
Rayburn  Building  is.  I have  costs  of  other  pavilions  put  up  by  us  at 
other  fairs  and  this  compares  very  favorably,  sir. 

Mr.  Rooney.  What  information  do  you  have  on  this  subject? 

Mr.  Marlowe.  Where  would  you  like  me  to  start,  Mr.  Chairman? 

Mr.  Rooney.  You  said  you  had  some  information. 

Mr.  Marlowe.  Excuse  me,  sir.  I thought  you  were  referring  to 
the  general  fair. 

We  have  here,  sir  and  members  of  the  committee,  a comparison  of 
information  and  statistics  of  recent  so-called  world  fairs  under  which 
I think  the  cost  of  our  building  against  the  amount  of  space  we  will 
have  compares  very  favorably  with  that  in  most  of  the  others. 

For  the  building  in  Brussels,  the  construction  cost  was  $6  million 
for  which  there  were  120,000  square  feet. 
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In  Seattle  the  cost  was  $4,024,000,  for  which  there  were  68,000 
square  feet. 

And  in  New  York  the  best  figure  we  could  get  was  $11.8  million  for 
which  there  were  150,000  square  feet.  We  think  ours,  at  approxi- 
mately $40  a square  foot,  compares  very  favorably,  sir. 

Mr.  Flynt.  Mr.  Chairman? 

Mr.  Rooney.  Mr.  Flynt. 

Mr.  Flynt.  Mr.  Marlowe,  how  do  you  figure  150,000  square  feet 
equals  5 acres? 

Mr.  Marlowe.  That  is  the  entire  size  of  the  lot,  not  the  size  of  the 
building.  The  entire  size  of  the  lot  is  150,000  square  feet  of  which  the 
building  covers  45,000  square  feet. 

I am  sorry.  That  is  a typographical  error.  That  should  have 
been  3 acres,  sir.  That  5 under  the  size  of  the  lot  is  a typographical 
error.  It  should  have  been  3.  I apologize  to  the  committee  for  the 
error,  sir. 

FABRICATION  OF  PAVILION  IN  UNITED  STATES 

Mr.  Rooney.  What  is  your  explanation  of  Mr.  Rowan’s  statement 
that  it  will  be  fabricated  here  in  the  United  States?  What  specifically 
do  you  mean  by  that? 

Mr.  Marlowe.  In  order  to  save  dollars  in  terms  of  balance  of 
payments  the  building  itself  will  be  constructed  in  the  United  States 
in  some  facility  which  has  adequate  space  and  other  possibilities  for 
constructing  a building  of  this  kind.  It  will  then  be  shipped  to  Mon- 
treal, where  it  will  be  simply  installed  on  the  site.  Since  there  is  no 
concrete  except  in  the  piles  and  pile  caps  around  the  bottom,  we  can 
actually  build  it  in  the  States,  pay  for  it  in  dollars,  and  not  have  that 
loss  in  balance  of  payments.  We  will,  of  course,  build  it  where  we 
can  get  the  greatest  cost  advantage.  That  is  to  fabricate  the  building, 
of  course.  The  installation  will  have  to  be  in  Canada. 

Mr.  Rooney.  Who  is  going  to  build  it? 

Mr.  Marlowe.  The  contractor  for  the  actual  building  of  it  has  not 
been  chosen. 

Mr.  Rooney.  How  is  he  going  to  be  chosen? 

Mr.  Marlowe.  He  wiU  be  chosen  on  the  basis  of  being  sure  we  get 
the  best  building  put  up  at  the  best  possible  price  for  the  Government. 

Mr.  Rooney.  By  competitive  bidding? 

Mr.  Marlowe.  I cannot  say  it  will  be,  sir. 

Mr.  Rooney.  Have  you  had  negotiations  with  anybody  with  regard 
to  the  construction  of  this  building? 

Mr.  Marlowe.  No,  sir. 

Mr.  Rooney.  None  at  all? 

SELECTION  OF  ARCHITECT 

Mr.  Marlowe.  The  only  person  we  have  talked  to  is  an  architect. 
We  have  chosen  an  architect  for  the  building,  Mr.  R.  Buckminster 
Fuller.  We  have  not,  to  my  knowledge,  discussed  the  construction  of 
the  building  with  anybody,  although  I am  sure  we  have  received 
letters  from  firms  saying  they  would  be  interested  in  doing  the  work. 

Mr.  Rooney.  Who  chose  the  architect? 

Mr.  Marlowe.  The  architect  was  chosen  by  the  agency  in  a manner 
I will  be  glad  to  tell  you  about. 

44^864—^65 IS 
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The  first  concept  for  getting  a building  was  to  have  an  open  archi- 
tectural competition.  On  the  advice  of  Mr.  William  Walton,  Chair- 
man of  the  Commission  of  Fine  Arts,  and  Mr.  John  Warnecke,  of  the 
American  Association  of  Architects,  this  was  dropped  as  not  produc- 
ing results  commensurate  with  the  work  to  be  done.  We  also  dis- 
cussed it  with  the  Assistant  Commissioner  for  Design  and  Construc- 
tion of  the  General  Services  Administration,  Mr.  Karel  H.  Yasko, 
and  on  the  basis  of  his  recommendation  a list  of  12  architects  and 
architectural  firms  was  drawn  up.  Each  was  interviewed  by  senior 
officials  of  the  agency  in  terms  of  what  kind  of  work  they  were  doing. 

Mr.  Rooney.  Who  were  the  12? 

Mr.  Marlowe.  The  12,  sir,  were:  Gunner  Birkerts,  R.  Buckminster 
Fuller,  George  Hellmuth 

Mr.  Rooney.  Do  you  have  a list  of  them  there? 

Mr.  Marlowe.  Yes,  sir. 

Mr.  Rooney.  We  shall  insert  at  this  point  in  the  record  the  list  of 
interviewed  architects  and  designers. 

(The  list  follows :) 

List  of  interviewed  architects  and  designers 


Name  and  address 


Interview  date 


Representative 


Carl  Koch,  55  Brattle  St.,  Cambridge,  Mass 

Sert,  Jackson  & Associates,  26  Church  St.,  Cam- 
bridge, Mass. 

Philip  Johnson  Associates,  375  Park  Ave.,  New 
York,  N.Y. 

George  Nelson  & Co.,  Inc.,2  25  East  22d  St.,  New 
York,  N.Y. 

Hellmuth,  Obata  & Kassabaum  Inc.,  1430  Olive 
St.,  St.  Louis,  Mo. 

Gunnar  Birkerts,  Birmingham,  Mich 

Paul  Rudolph,  31  High  St.,  New  Haven,  Conn. .. 

The  Cambridge  Seven,2  129  Mount  Auburn  St., 
Cambridge,  Mass. 

Rogers,  Taliaferro,  Krostritsky,  & Lamb,  806 
Cathedral  St.,  Baltimore,  Md. 

John  M.  Johnson,  70  Elm  St.,  New  Camean,  Conn. 

John  Carl  Warnecke,  3039  M St.,  NW.  Washington, 


Sept.  1,  1964,  a.m 

Sept.  1,  1964,  p.m... 

Sept.  3,  1964,  a.m 

Nov.  13,  1964,  a.m.i 
Sept.  3,  1964,  p.m... 

Sept.  15,  1964 

Sept.  15-16,  1964 

Sept.  21,  1964 

Nov.  12,  1964,  a.m.i. 
Sept.  25,  1964 

Nov.  13,  1964,  p.m.i. 
Sept.  28,  1964,  p.m.. 


Carl  Koch,  Gardner  Ertman. 
Jose  Luis  Sert,  Joseph 
Zalewski,  Huson  Jackson. 
Philip  Johnson. 

George  Nelson,  Gordon 
Chadwick. 

George  Hellmuth,  Gyo  Obata, 
Mr.  Kassabaum. 

Gunnar  Birkerts,  (Walter 
Ford,  designer). 

Paul  Rudolph. 

Peter  Chermayeff,  Ivan 
Chermayeff. 

Tom  Geismar,  3 associates. 

Mr.  Lamb. 


Oct.  2,  1964,  a.m 

Nov.  13,  1964,  a.m.i. 
Oct.  6,  1964,  a.m 


John  Johansen. 
John  Warnecke. 


Fuller ’&  Sadao,  715  South  University  Ave.,  Car- 
bondale,  HI. 

Charles  Eames,  Venice,  Calif  2 

Ludwig  Mies  van  der  Rohe,  230  East  Ohio  St., 
Chicago,  111. 

Louis  I.  Kahn,  1501  Walnut  St.,  Philadelphia,  Pa. 

The  Displayers,  Inc.,2  635  West  54th  St.,  New 
York,  N.Y. 

Exhibition  Services  International,^  300  Park  Ave., 
New  York,  N.Y. 

Robinson-Stern  Associates,  Inc.,*  547  West  Broad- 
way, New  York,  N.Y. 

Donald  Deskey  Associates,  Inc.,*  575  Madison 
Ave.,  New  York,  N.Y. 

Peter  Muller-Mimk  Associates,*  4 Gateway  Cen- 
ter, Pittsburgh,  Pa. 


Oct.  7,  1964,  a.m 

Nov.  14,  1964,  p.m.. 

Oct.  9,  1964,  a.m 

Oct.  20,  1964,  p.m 

Oct.  26, 1964,  a.m.... 

Sept.  23,  1964 


R.  Buckminster  Fuller,  Shoji 
Sadao.l 

Charles  Eames. 

Ludwig  Mies  van  der  Rohe, 
Dirk  Lohan. 

Louis  Kahn,  a Belgian  as- 
sistant. 

Belmont  Corn,  Jr.,  president. 


Aug.  28,  1964.. 
Oct.  1,  1964  1-. 
Sept.  3,  1964... 
Nov.  18,  1964  1. 
Oct.  15,  1964... 
Nov.  18,  1964  1. 
Nov.  19, 1964-. 


James  S.  Plaut,  Peter  Hamden. 

Alfred  Stem,  Jack  Robinson. 

Donald  Deskey,  Gabor  Auf- 
richt. 

Peter  MuUer-Munk,  Paul 
Karlen. 


1 Second  interviews. 

2 Designers. 

* Designers  added  to  list. 

Mr.  Cederberg.  Will  you  also  tell  us  where  they  are  from? 
Mr.  Marlowe.  They  are  from  all  over  the  United  States. 
Mr.  Cederberg.  All  are  here  in  the  United  States? 
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Mr.  Marlowe.  Yes. 

These  were  then  interviewed  by  the  senior  officials  in  the  Agency 
and  Mr.  Fuller  was  selected.  This  choice  was  then  discussed  with 
both  the  General  Services  Administration,  the  Assistant  Commissioner 
for  Design  and  Construction;  with  Mr.  Thomas  Pope  of  the  State 
Department’s  Office  of  Foreign  Buildings;  and  with  Mr.  William 
Walton  of  the  Fine  Arts  Commission,  and  they  endorsed  the  selection. 

Mr.  Fuller,  of  course,  is  the  leading  exponent  in  the  world  in  the  use 
of  geodesic  spherical  construction,  and  his  structures  cover  the  DEW 
line  and  are  used  for  railroad  repair  centers  and  a lot  of  universities 
and  for  fairs,  too,  I might  say. 

FEE  OF  ARCHITECT 

Mr.  Slack.  What  was  Mr.  Fuller’s  percentage  fee  for  the  cost  of 
plans  and  supervision,  or  will  he  supervise? 

Mr.  Marlowe.  That  last  question  we  have  not  actually  faced,  sir. 
We  will  have  and  have  in  our  budget  a supervisory  building  construc- 
tion engineer  so  we  can  supervise  it  from  our  own  staff.  Mr.  Fuller’s 
design  fees  are  somewhat  less  than  the  6 percent  which  is  normal 
under  GSA  contracts.  They  run  $170,000  plus  $30,000  for  direct 
expenses  to  cover  a 30-month  period. 

Mr.  Slack.  When  you  say  “somewhat  less”  than  6 percent,  do  you 
have  an  exact  percentage? 

Mr.  Marlowe.  Yes,  sir.  It  is  6 percent,  actually,  of  $3.6  million. 

Mr.  Slack.  That  is  for  architectural  services  only,  designing? 

Mr.  Marlowe.  That  is  for  architectural  designing  fees  as  well  as 
direct  expenses  for  traveling,  subsistence,  long-distance  telephone 
caUs,  and  so  on. 

Mr.  Slack.  It  has  been  my  understanding  for  some  time  that  archi- 
tectural fees  are  4 and  6 percent;  6 percent  when  they  supervise  the 
construction  of  their  plans  and  specifications,  and  4 percent  when 
they  do  not.  This  rate  may  have  increased  since  I last  had  any  dealing 
with  it,  but  this  has  been  my  experience  in  the  past. 

Mr.  Marlowe.  You  may  be  right,  sir,  but  I have  been  informed 
that  under  the  GSA  normal  practice  it  is  6 percent,  although  it  often 
goes  as  high  as  8 and  12  percent.  The  architectural  fee  for  the 
Brussels  Building  was  $355,000  and  in  Seattle  it  was  $300,000.  Here 
we  are  figuring  $170,000  plus  $1,000  per  month  for  30  months  for 
direct  expenses. 

Mr.  Slack.  Thank  you. 

Justification  of  the  Estimate 

Mr.  Rooney.  We  shall  at  this  point  in  the  record  insert  the  25 
pages  of  justifications  we  have  before  us. 

(The  pages  follow:) 

Appropriation  Language 

“For  an  additional  amount  for  ‘Special  International  Exhibitions’  for  United 
States  participation  in  the  Canadian  Universal  and  International  Exhibition  to  he 
held  in  Montreal,  Canada,  in  1967,  as  authorized  by  the  Mutual  Educational  and 
Cultural  Exchange  Act  of  1961,  as  amended  {22  U.S.C.  21^51  et  seq.),  $11,700,000, 
to  remain  available  until  expended:  Provided,  that  not  to  exceed  a total  of  $25,000 
may  be  available  for  representation  and  entertainment.” 
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GENERAL  STATEMENT 

The  Canadian  Universal  and  International  Exhibition,  1967,  to  be  held  in 
Montreal  between  April  28  and  October  27,  1967,  will  be  the  major  event  cele- 
brating the  hundredth  anniversary  of  the  Canadian  Confederation.  The  United 
States  Government,  under  the  authority  of  Public  Law  87-256,  notified  the 
Canadian  Government,  on  July  29,  1964,  of  its  intention  to  participate  in  the 
exhibition,  subject  to  the  appropriation  of  funds  by  the  Congress.  This  exhibi- 
tion, popularly  called  EXPO  67,  will  be  the  only  BIE-approved  exhibition  of  the 
first  category  ever  to  be  held  in  the  Western  Hemisphere,  and  only  the  third  to 
be  held  since  the  establishment  of  the  Bureau  of  International  Exhibitions  in 
1928,  the  others  being  in  Paris  in  1937  and  Brussels  in  1958. 

The  planning,  preparation  and  operation  of  the  U.S.  pavilion  will  be  the 
responsibility  of  a U.S.  Commissioner  General  whose  appointment  was  provided 
for  in  Public  Law  88-586.  The  Commissioner  General’s  authority,  by  fair 
regulations,  will  encompass  all  U.S.  participation  not  just  that  of  the  U.S.  Gov- 
ernment. He  will  be  appointed  by  the  President  with  the  advice  and  consent 
of  the  Senate;  his  office  will  be  attached  to  the  U.S.  Information  Agency  and  that 
Agency  will  provide  him  with  policy  guidance  and  both  program  ancl  adminis- 
trative assistance,  since  under  Executive  Order  11034,  the  USIA  has  general 
responsibility  for  supporting  international  exhibitions  of  this  nature  held  outside 
the  United  States. 

To  finance  the  U.S.  pavilion  in  EXPO  67,  an  appropriation  of  $11,700,000  is 
requested,  in  addition  to  which  the  U.S.  Information  Agency  has  aUeady  allo- 
cated $300,000  from  the  fiscal  year  1965  appropriation  for  “Special  International 
Exhibitions.”  Together  this  would  provide  a $12  million  budget  for  the  U.S. 
participation  in  EXPO  67.  The  funds  have  been  included  as  part  of  the  fiscal 
year  1965  supplemental  appropriation  request  because  most  of  them  have  to  be 
obligated  prior  to  the  end  of  fiscal  year  1966  for  major  construction  and  exhibit 
contracts.  Delay  maj^  result  in  unnecessary  overtime  and  other  extra  expenses 
since  it  would  extend  the  construction  period  closer  to  the  fair  opening  date. 

Canadian  plans 

EXPO  67  will  take  place  on  a pier  and  two  islands  in  the  St.  Lawrence  River 
adjacent  to  downtown  Montreal  and  easily  accessible  by  surface  and  subway 
transportation.  Its  area  will  be  comparable  to  that  of  both  the  1958  Brussels 
Exhibition  and  the  New  York  Fair. 

The  Canadian  Government  has  invited  129  nations  to  participate  in  the  exhibi- 
tion and  as  of  the  end  of  January  1965  had  received  firm  acceptance  from  32, 
including  the  United  States,  and  conditional  acceptance  from  about  an  equal 
number.  Fifteen  Commonwealth  countries  have  indicated  their  probable  accept- 
ance. The  Canadian  Commissioner  General  has  recently  announced  that  he 
expects  about  80  nations  to  participate.  Among  those  who  have  already  accepted, 
in  addition  to  the  United  States,  are  Great  Britain,  France,  Belgium,  Israel, 
Nigeria,  Ghana,  West  Germany,  Ceylon,  Morocco,  Venezuela,  Malaysia,  Japan, 
Tunisia,  and  Czechoslovakia.  The  Soviet  Union  is  expected  to  announce  its 
participation  shortly,  and  Poland  is  in  the  final  stages  of  negotiation. 

The  overall  theme  at  JMontreal  will  be  “Man  and  His  World,”  and  major  fair 
corporation  exhibits  are  planned  under  the  following  subthemes: 

“Man  the  Explorer” 

“Vlan  the  Creator” 

“Man  the  Producer” 

“Vlan  and  the  Community” 

Canadian  governmental  bodies  (the  Federal  Government,  the  Province  of 
Quebec,  and  the  city  of  Montreal)  are  investing  $167  million  in  EXPO  67.  Addi- 
tional funds  will  be  spent  on  roads  and  other  permanent  improvements.  The 
fair  corporation  anticipates  that  about  $120  million  will  be  returned  in  admission 
fees  and  other  income.  The  Canadian  Federal  Government  will  spend  an  addi- 
tional $20  million  on  its  pavilion;  there  will  also  be  Canadian  provincial  and 
municipal  pavilions,  as  well  as  exhibits  of  business  and  industrial  firms. 

Factors  determining  U.S.  participation 

The  level  and  scope  of  our  participation  results  from  consideration  of  several 
factors.  Of  primary  importance  are  our  social,  political,  and  economic  ties  with 
Canada  which  must  be  maintained  on  a cordial  and  cooperative  basis.  The 
air  defense  of  North  America,  under  Norad,  is  a joint  Canadian-United  States 
operation.  Our  economic  ties  with  Canada  are  extremely  close — we  are  each 
other’s  best  customer  and  her  purchases  of  American  products  substantially  and 
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favorably  affect  our  balance  of  trade.  Approximately  a third  of  all  U.S.  com- 
mercial oversea  investments — some  $12  billion — is  in  Canadian  enterprises. 
The  United  States  recognizes  that  EXPO  67  is  a very  major  event  for  Canada, 
for  the  celebration  of  the  centenary  of  the  Canadian  Confederation  is  as  important 
to  Canadians  as  our  celebration  in  1976  will  be  to  Americans. 

The  U.S.  participation  must  be  at  least  of  the  same  order  of  magnitude  as  that 
of  other  major  countries,  and  worthy  of  our  special  relationship  with  Canada 
and  of  our  world  stature.  (The  fair  authorities  have  informed  us  that  France 
plans  to  spend  $12  to  $15  million  on  its  exhibit.  West  Germany  $10  to  $13  million 
and  Czechoslovakia  $8  to  $10  million,  with  lesser  sums  being  planned  by  Japan 
and  Holland.  Figures  for  other  countries  are  not  available.)  Failure  by  the 
United  States  to  participate  on  a level  comparable  to  other  major  countries 
could  have  serious  adverse  effects  on  our  relationships  with  Canada  and  might 
be  misinterpreted  by  other  countries. 

More  importantly,  however,  our  participation  in  EXPO  67  gives  the  United 
States  an  opportunity  to  strengthen  the  bonds  of  friendship  between  our  two 
countries  and  to  increase  Canadian  understanding — and  that  of  the  estimated 
1 million  or  more  visitors  from  outside  our  two  countries — of  aspects  of  American 
life  not  normally  given  major  attention  in  the  mass  media  or  observed  on  brief 
visits  to  the  United  States. 

Goals  of  the  U.S.  'pavilion 

We  will  emphasize  two  aspects  of  America  which  it  is  important  that  Canadians 
understand  better: 

1.  The  overall  cultural  level  of  American  life,  including,  but  by  no  means 
limited  to,  the  fine  arts,  and  the  social  goals  which  we  shall  strive  for  on  the  path 
to  what  President  Johnson  calls  the  Great  Society. 

2.  The  advanced,  even  superior,  state  of  American  industry  and  technology, 
as  it  relates  to  our  ability  to  deal  with  the  future— developments  for  the  most 
part  to  be  seen  as  yet  only  in  laboratories  and  research  installations. 

In  planning  the  U.S.  pavilion,  it  was  felt  important — 

To  be  imaginative  and  innovative,  to  reflect  high  American  standards  of 
taste  and  to  emphasize  our  technological  and  esthetic  inventiveness; 

To  bear  in  mind  that  world’s  fairs  tend  to  be  too  busy  and  too  demanding 
on  the  visitor;  our  exhibit  should  strive  to  create  an  atmosphere  conducive 
to  both  relaxation  and  concentration  and  make  the  viewer  feel  his  visit  was 
both  rewarding  and  en j oy able ; 

To  aim  at  impressing  as  many  of  the  fairgoers  as  possible,  recognizing  that 
not  all  elements  of  such  an  exhibit  can  be  of  equal  interest  to  every  visitor. 

The  U.S.  theme 

From  the  above  consideration  of  U.S.  goals,  which  we  believe  can  be  presented 
in  an  interesting,  even  exciting,  manner  through  various  exhibit  techniques, 
came  the  expression  of  the  theme:  “Creative  America.” 

The  exhibit  plan  to  carry  out  this  theme  emphasized  the  following: 

1.  The  pavilion  structure  should  be  a new  clevelopment  in  architectural  engi- 
eering  and  should  in  itself  be  one  of  our  major  exhibits; 

2.  The  exhibits  should  illustrate  American  creativity  in  such  areas  as  architec- 
ture, space  exploration,  the  American  heritage,  the  new  technology,  fine  arts, 
and  graphic  design; 

3.  Our  social  goals  and  social  creativity,  important  topics  which  do  not  lend 
themselves  to  interesting  treatment  through  normal  exhibit  techniques,  should 
be  handled  through  a motion  picture  which  itself  represented  an  advanced  state 
of  the  cinematic  art; 

4.  We  should  use  special  events — bringing  to  our  pavilion,  and  to  other  areas 
of  the  fairgrounds,  excellent  amateur  and  semiprofessional  musical,  dancing,  and 
other  performing  groups — to  enliven  our  pavilion  and  to  demonstrate  how  Amer- 
icans participate  in  popular  cultural  activities; 

5.  It  is  essential  to  provide  some  support  to  assure  the  presence  of  a few  out- 
standing cultural  presentations  at  the  time  of  our  National  Day  celebration  and, 
in  view  of  the  announced  plans  of  other  countries,  on  a few  additional  occasions. 
The  performing  arts — music,  the  dance,  and  the  theater — are  a recognized  method 
of  presenting  a nation’s  culture.  Normally,  heavy  support  is  required  in  fair 
budgets  for  such  activities.  The  budget  requested  for  U.S.  participation  in 
EXPO  67  does  not  allow  for  such  support  at  a very  high  level.  Nor  is  there  as 
much  need  for  this  activity  as  at  previous  exhibitions  overseas,  since  Canadian 
cities  are  included  in  the  normal  commercial  tours  of  American  artists  and  per- 
forming groups.  The  fact,  however,  that  the  concert  and  theatrical  season  is 
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in  the  winter  and  the  EXPO  67  season  in  the  summer  means  we  have  to  be  pre- 
pared to  provide  some  support. 

Exhibit  elements 

To  fulfill  the  theme,  a number  of  exhibit  designers  were  contacted.  Particu- 
larly because  senior  members  of  the  firm  created  the  outstanding  US  I A exhibit 
“Graphics  U.S.A.”  for  showing  in  the  U.S.S.R.  and  Eastern  Europe,  Cambridge 
Seven  Associates  was  designated  as  the  coordinating  exhibit  architect-designer. 
Exploration  of  exhibit  possibilities  has  led  to  the  following  provisional  descriptions 
of  exhibit  content: 

1.  Architecture  exhibit. — Featured  here,  by  means  of  illuminated  color  trans- 
parencies and  actual  building  materials  and  models,  is  planned  a visual  resume 
of  creative  American  architecture  and  glimpses  into  future  projects — schools, 
churches,  office  buildings,  factories,  airport  terminals,  hospitals,  bridges,  residen- 
tial areas,  theaters,  stores,  shopping  centers,  cultural  centers,  and  new  urban 
planning  developments. 

2.  Lunar  exhibit  {space  exploration). — This  will  visualize  the  projected  1970 
U.S.  Apollo  moon  shot  by  means  of  elaborate  constructions,  animated  diagrams, 
and  prototype  vehicles.  On  display  will  be  large-scale  constructions  of  the 
service  module,  the  command  module,  and  the  lunar  excursion  module  with 
supporting  research  data  and  hardware  manufactured  for  the  project.  This 
exhibit  will  be  prepared  with  the  cooperation  ot  the  National  Aeronautics  and 
Space  Administration. 

3.  The  American  heritage  exhibit. — By  means  of  authentic  documents,  original 
drawings,  photographs,  and  actual  artifacts  we  will  attempt  a visual  portrayal 
of  the  American  spirit.  Essentially  an  historic  view  of  America’s  creative  past,  it 
will  enable  viewers  to  see  diverse  memorabilia  displayed  as  a unified,  interrelated 
whole.  We  will  try  to  borrow  and  display  such  items  as  Lindbergh’s  “Spirit  of  St. 
Louis,”  the  Emancipation  Proclamation,  United  States-Canadian  diplomatic 
treaties,  Whitney’s  cotton  gin.  Ford’s  Model  T,  and  John  Glenn’s  capsule. 

4.  The  new  technology  exhibit. — This  exhibit  is  planned  as  a dramatic  display  of 
objects  chosen  on  the  basis  of  their  importance,  technical  excellence,  and  esthetic 
qualities.  It  will  concentrate  on  the  latest  experimental  and  research  models 
and  developments  and  might  include  such  things  as  a celestial  telescope,  a rocket 
engine,  a transistor  TV,  a small  nonmilitary  jet  aircraft,  a gas-turbine  automobile, 
unique  earth-moving  equipment,  and  an  underwater  camera.  The  actual  selec- 
tion of  items  will  depend  on  the  cooperation  of  industrial  firms,  laboratories,  and 
research  organizations. 

5.  Fine  arts  exhibit. — Plans  for  this  exhibit  feature  a comprehensive  show  of 
original  painting  and  sculpture  depicting  contemporary  trends  currently  in 
evidence  in  the  United  States.  Most  of  the  works  shown  in  Montreal  will  be 
exhibited  for  the  first  time  in  public. 

6.  Graphics  design  exhibit. — Plans  are  to  emphasize  the  diversified  range  of 
graphic  expression  which  demonstrates  creativity  in  visual  communications  and 
commerce.  The  exhibit  will  include  outstanding  examples  in  such  fields  as  pack- 
age design,  record  covers,  advertisements,  fatoics,  photography,  street  signs, 
film-TV  titles,  and  book  manufature. 

7.  ^‘Creative  America”  film. — A 20-minute,  full-color  motion  picture  in  a new 
multiscreen  technique  will  treat  those  aspects  of  the  exhibition  theme  which  lend 
themselves  best  to  cinematic  presentation  and  will  be  shown  in  a specially  con- 
structed theater  within  the  pavilion.  Essentially  a cinematic  interpretation  of 
important  elements  of  President  Johnson’s  Great  Society  program,  the  film  is 
planned  to  dramatize  this  Nation’s  social  creativity  and  its  commitment  to  such 
goals  as  the  elimination  of  disease,  poverty  and  urban  blight  and  reaffirm  its 
dedication  to  progress  in  human  living,  in  the  arts,  the  sciences,  and  education. 
The  film  might  show  a variety  of  Americans  in  action — for  example,  a welfare 
worker,  a cancer  research  technician,  a ballerina,  a schoolteacher,  a town  planner, 
a county  agent,  a space  scientist,  a poet,  a steel  worker,  a musician,  etc. 

8.  Special  events. — A special  events  area  will  be  created,  and  we  will  stimulate 
participation  by  marching  bands,  square  dancers,  jazz  groups,  folk  singers,  folk 
dancers,  choral  groups  and  university  and  school  musical  ensembles.  A major 
element  of  the  special  events  program  will  be  ceremonies,  on  different  days,  to 
honor  each  of  the  50  States,  the  District  of  Columbia,  and  the  Commonwealth  of 
Puerto  Rico. 
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The  'pavilion  structure 

In  order  to  assure  that  the  pavilion  itself  would  be  an  imaginative  and  striking 
structure,  Mr.  R.  Buckminster  Fuller  was  chosen  as  the  architect.  The  design  of 
the  structure  has  to  take  cognizance  of  the  following  points: 

1.  Detailed  consideration  of  the  exhibit  components,  based  on  experience  in 
Brussels  and  other  fairs  and  on  USIA's  “East-West”  exhibits,  indicated  that  the 
structure  should  provide  about  100,000  square  feet  of  exhibit  space,  including  the 
film  enclosure  and  the  special  events  area;  to  increase  audience  interest  and  design 
flexibility,  the  space  should  not  be  all  on  the  same  floor. 

2.  Since  the  structure  will  have  to  be  completed  by  late  1966,  it  will  have  to  be 
designed  to  withstand  the  heavy  snow  load  of  a Montreal  winter  (that  of  1966-67) 
which  averages  9 feet,  as  well  as  the  severe  winter  winds. 

3.  The  structure  should  be  as  inexpensive  as  possible  given  the  size  and  struc- 
tural requirements,  but  must  not  sacrifice  the  vital  elements  of  innovation,  good 
taste,  architectural  excellence  and  safety. 

Mr.  Fuller  has  designed  a structure  which  is  a significant  advance  in  his  use 
of  spherical  design.  It  is  now  envisioned  as  a 20-story-high  transparent  geodesic 
sphere  (steel  and  aluminum  frame  with  plastic  covering)  which  will  allow  the  sun 
in  the  day  and  will  “glow”  at  night  as  the  result  of  internal  lighting.  The 
structure,  actually  about  two-thirds  of  a sphere,  will  enclose  some  45,000  of  the 
150,000  square-foot  site  allotted  to  the  United  States  by  the  Canadian  Fair  Corp. 
It  will  provide  the  necessary  100,000  square  feet  of  exhibit  space  on  various  levels, 
including  some  which  will  literally  be  suspended  from  the  hemispheric  ceiling. 
Within  the  sphere  there  will  be  a variety  of  substructures  which  will  contain 
feature  exhibits  and  which  will  be  interconnected  with  escalators  and  walkways 
and  landscaped  on  different  levels.  The  lunar  exhibit,  appropriately,  is  planned 
to  be  at  a 70-foot  level  and  will  be  reached  by  special  escalators  dubbed  the 
“lunar  ride.” 

The  details  of  the  $12  million  program  planned  for  U.S.  participation  in 
EXPO  67  follow; 

Summary  by  major  program  activity 


A.  Pavilion  structure $3,  950,  000 

B.  Assessments  and  insurance 377,  630 

C.  Exhibits  program 4,  750,  000 

D.  Exhibit  operating  costs 1,  450,  526 

E.  Performing  arts 75,  000 

F.  Special  events 75,  000 

G.  Program  direction  and  administration 1,  321,  844 


Total  estimated  requirements 12,  000,  000 

Available  from  current  appropriation —300,  000 


New  obligational  authority  requested 11,  700,  000 


A.  Pavilion  Structure 
Summary  of  requirements 


1.  Fees  and  direct  expenses $200,  000 

2.  Foundations  and  site  work 250,  000 

3.  Fabrication  and  shipping 2,  400,  000 

4.  Installation 700,  000 

5.  Ventilation 150,  000 

6.  Lighting 100,  000 

7.  Service  area 150,  000 

8.  Dismantling 


Total,  pavilion  structure 3,  950.  000 


EXPLANATION  OF  ESTIMATES 

1.  Fees  and  direct  expenses  {$200,000) . — Provides  $170,000  for  architect  design 
fees  and  $30,000  for  direct  expenses  for  travel,  subsistence,  reproductions,  long 
distance  calls,  etc.  Direct  expenses  are  estimated  at  $1,000  per  month  for  30 
months. 

2.  Foundations  and  site  work  ($250,000) . — Provides  for  (a)  pilings  and  supports, 
$85,000;  (6)  pile  caps,  $60,000;  (c)  bridging  of  subway  which  travels  under  plot, 


182 


$50,000;  (d)  retaining  walls  and  earth  grading,  $50,000;  and  (e)  bringing  utility  i 
lines  from  lot  line,  $5,000.  j 

3.  Fabrication  and  shipping  ($2,400,000). — -Provides  for  (a)  steel  structure,  | 

including  miscellaneous  hardware  and  fixtures,  $1,195,000;  (h)  transparent  “skin”  ; 
enclosure,  $945,000;  (c)  program  testing,  $100,000;  (d)  glass  entry  doors  and  rein- 
forcements,  $65,000;  and  (e)  shipping  and  drayage,  $95,000.  I 

4.  Installation  ($700,000)  .■ — The  installation  costs  are  estimated  at  approxi-  I 

mately  30  percent  of  the  costs  for  structural  materials  (steel  and  skin).  I 

5.  Ventilation  ($160,000) . — Provides  for  ventilating  panels  and  controls  at  the  | 

apex  and  base  perimeter  of  the  sphere,  and  for  heating  and  cooling  devices.  I 

6.  Lighting  ($100,000) . — Provides  for  1,000  units  at  $100  per  fixture. 

7.  Service  area  ($150,000) . — Includes  offices,  conference  room,  and  guide 

lounge  (6,000  square  feet  at  $25  per  square  foot).  j 

8.  Dismantling. — It  is  estimated  that  dismantling  costs  will  be  defrayed  by  the  j 

scrap  value  of  the  structure.  If  scrap  value  exceeds  the  dismantling  costs,  the 
overage  will  be  deposited  to  miscellaneous  receipts.  | 

B.  Assessments  and  Insurance  j 

Summary  of  requirements  ; 


1.  CCWE  service  charges $265,  000 

2.  Building  permit  fee 8,  630 

3.  Insurance  fees 104,  000 


Total,  assessments  and  insurance 377,  630 


explanation  of  estimates 

1.  CCWE  service  charges  ($266,000) . — -Under  exposition  regulations,  each 

participant  will  be  required  to  pay  a service  charge  (based  on  $2.50  per  square  foot 
of  fioorspace)  to  cover  supply  of  utilities  to  lot  line,  operation  and  maintenance  of 
utility  systems,  cleaning  and  maintenance  of  roads  and  general  areas,  garbage 
collection,  fire  protection,  and  security  services.  Computation  of  the  fee  is  based 
on  a prescribed  formula  for  adjusted  floor  area  considering  total  usable  covered 
floor  areas  and  one-third  of  special  areas  such  as  covered  walkways  or  storage 
lofts.  The  building  and  exhibits  plan  calls  for  100,000  square  feet  of  exhibits 
space  and  6,000  square  feet  of  service  area  (106,000  times  $2.50  equals  $265,000).  : 

2.  Building  permit  fee  ($8,630). — ^Exposition  regulations  require  advance  i 

examination  of  drawings  and  documents  and  periodic  site  inspection  during 
construction.  The  fee  is  computed  at  $3  per  thousand  for  first  100,000  cubic  feet,  , 
$2  per  thousand  for  next  700,000  cubic  feet,  and  $1  per  thousand  for  all  cubic 
feet  over  800,000.  The  pavilion  plan  calls  for  a three-quarter  sphere  with  a . 
diameter  of  270  feet  at  the  equator,  representing  7,729,515  cubic  feet. 

3.  Insurance  fees  ($104,000). — ^Exposition  regulations  require  the  following  i| 

types  of  insurance,  under  a blanket  policy  administered  by  the  corporation;  1 

(a)  Building  contractors  insurance:  Varies  with  type  of  construction;  estimated 
premium,  $17,000.  ll 

(h)  Fire  insurance:  On  building  only,  not  on  content;  estimated  premium,  ''' 
$30,000.  I 

(c)  Liability  insurance;  General  third  party  liability;  estimated  premium, 
$5,000. 

(d)  All  risks  insurance:  Theft  or  damage  to  movable  property;  Government 

property  self-insured,  but  exhibit  components  on  loan  from  others  require  coverage 
under  exposition  regulations  or  reimbursement  to  owner  if  separately  insured;  t 

premiums  may  vary  from  $10,000  to  $100,000,  depending  upon  declared  value  of  ; 
property;  estimate  94  cents  per  $100  on  declared  value  of  $5,000,000  equals 
$47,000. 

(e)  Automobile  insurance:  Project  plan  visualizes  no  Government-owned 
vehicles.  Temporary  rentals  in  Montreal  will  include  owner’s  insurance. 

(f)  Workmen’s  compensation  insurance:  Required  by  Canadian  law;  estimate, 
$5,000. 
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C.  Exhibits  Program 
Summary  of  requirements 


1.  Architecture  exhibit $340,  000 

2.  a.  Lunar  exhibit 680,  000 

b.  Lunar  'hide” 380,  000 

3.  American  heritage  exhibit 425,  000 

4.  New  technology  exhibit 765,  000 

5.  Fine  arts  exhibit 170,  000 

6.  Graphic  design  exhibit 510,  000 

7.  “Creative  America”  film 385,  000 

8.  Special  events  area 100,  000 

9.  Surface  graphic  treatment 260,  000 

10.  Multilevel  exhibit  device 735,  000 


Total,  exhibits  program 4,  750,  000 


EXPLANATION  OF  ESTIMATES 

1.  Architecture  exhibit  ($340,000). — The  architecture  exhibit  would  comprise 
an  area  of  approximately  10,000  square  feet.  Elements  of  costs  are:  (a)  design 
and  acquisition,  $50,000;  (b)  fabrication  and  packing,  $200,000;  (c)  interior  finish- 
ing, $50,000;  and  (d)  shipping  and  drayage,  installation,  and  dismantling,  $40,000. 

2.  a.  Lunar  exhibit  ($680,000) . — The  lunar  exhibit  would  comprise  an  area  of 
approximately  20,000  square  feet.  Elements  of  cost  are:  (a)  design  and  acquisi- 
tion, $100,000;  (b)  fabrication  and  packing,  $400,000;  (c)  interior  finishing, 
$100,000;  and  (d)  shipping  and  drayage,  installation,  and  dismantling,  $80,000. 

b.  Lunar  '^ride"  ($380,000) . — “Space”  escalators  would  elevate  visitors  from 
ground  level  within  the  sphere,  past  intermediary  levels,  to  70-foot  high  level 
where  the  lunar  exhibit  would  be  located.  Elements  of  cost  are:  research  and 
design,  $20,000;  acquisition  and  packing,  $300,000;  footings  and  supports,  $25,000; 
and  shipping,  drayage,  installation,  and  dismantling,  $35,000. 

3.  American  heritage  exhibit  ($425,000) . — The  American  heritage  exhibit  would 
comprise  an  area  of  approximately  12,500  square  feet.  Elements  of  cost  are:  (a) 
design  and  acquisition,  $62,500;  (b)  fabrication  and  packing,  $250,000;  (c)  interior 
finishing,  $62,500;  and  (d)  shipping  and  drayage,  installation,  and  dismantling, 
$50,000. 

4.  New  technology  exhibit  ($765,000) . — The  new"  technology  exhibit  w"Ould  com- 
prise an  area  of  approximately  22,500  square  feet.  Elements  of  cost  are:  (a) 
design  and  acquisition,  $112,500;  (b)  fabrication  and  packing,  $450,000;  (c)  interior 
finishing,  $112,500;  and  (d)  shipping  and  drayage,  installation,  and  dismantling, 
$90,000. 

5.  Fine  arts  exhibit  ($170,000) . — The  fine  arts  exhibit  would  comprise  an  area 
of  approximately  5,000  square  feet.  Elements  of  cost  are:  (a)  design  and  acquisi- 
tion, $25,000;  (b)  fabrication  and  packing,  $100,000;  (c)  interior  finishing,  $25,000; 
and  (d)  shipping  and  drayage,  installation,  and  dismantling,  $20,000. 

6.  Graphic  design  exhibit  ($510,000) . — The  graphic  design  exhibit  wmuld  com- 
prise an  area  of  approximately  15,000  square  feet.  Elements  of  cost  are:  (a) 
design  and  acquisition,  $75,000;  (b)  fabrication  and  packing,  $300,000;  (c)  interior 
finishing,  $75,000;  and  (d)  shipping  and  drayage,  installation,  and  dismantling, 
$60,000. 

7.  “Creative  America”  film  ($385,000) . — The  enclosure  for  the  showing  of  the 
“Creative  America”  film  w'ould  comprise  an  area  of  approximately  10,000  square 
feet.  Elements  of  cost  are:  (a)  film  script  and  production,  $135,000;  (b)  equip- 
ment and  projectors,  $100,000;  (c)  cinema  enclosure  for  700  people  per  showing, 
including  3-screen  installation,  lighting,  ventilation,  seating,  carpeting,  acoustics, 
etc.  ($20  per  square  foot  for  6,000  square  feet,  or  $120,000);  and  (d)  installation, 
shipping,  drayage,  and  dismantling,  $30,000. 

8.  Special  events  area  ($100,000). — The  special  events  area  wmuld  comprise 
approximate!}^  5,000  square  feet.  Elements  of  cost  are:  (a)  design  and  acquisi- 
tion, $25,000;  (b)  fabrication  and  packing,  $15,000;  (c)  interior  finishing,  $25,000; 
and  (d)  shipping  and  drayage,  installation,  and  dismantling,  $35,000. 

9.  Surface  graphic  treatment  ($260,000) . — The  outdoor  exhibit  area  w'ould 
comprise  an  area  of  approximately  50,000  square  feet.  Elements  of  cost  are: 
(a)  design  and  acquisition,  $20,000;  (b)  fabrication  and  packing,  $31,000;  (c) 
exterior  finishing,  $149,000;  and  (d)  shipping,  drayage,  installation,  and  dis- 
mantling, $60,000. 

10.  Multilevel  exhibit  device  ($735,000). — To  fully  exploit  the  dramatic  height 
provided  by  the  three-quarter  sphere,  we  propose  to  design  an  interior  multilevel 
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exhibit  device  which  will  enable  visitors  to  view  exhibits  and  films  from  a variety  of 
heights,  culminating  in  a lunar  exhibit  at  the  70-foot  level.  This  device  would 
be  built  of  structural  steel  with  composite  steel  floors  and  concrete  topping,  and 
will  make  an  impressive  exhibit  in  itself.  Approximately  55,000  square  feet  of 
exhibit  space  will  be  provided  in  this  device,  which,  when  added  to  the  45,000 
square  feet  provided  on  the  ground  floor  or  base  of  the  building  structure,  will 
give  a total  of  100,000  square  feet  of  interior  exhibit  space. 

Elements  of  cost  for  the  multilevel  exhibit  device  are : (a)  design  and  acquisition, 
$55,000;  (b)  fabrication  and  packing,  $520,000;  (c)  railings  and  seating,  $55,000; 
and  (d)  shipping,  drayage,  installation,  and  dismantling,  $105,000. 

D.  Exhibit  Operating  Costs 
Summary  of  requirements 


1.  Exhibit  guide  costs $361,  500 

2.  Exhibit  maintenance  personnel  costs 217,  776 

3.  Exhibit  refurbishing 318,  750 

4.  Utilities 102,500 

5.  Printing 150,  000 

6.  Miscellaneous  contracts 275,  000 

7.  Representation 25,  000 


Total,  exhibit  operating  costs 1,  450,  526 


EXPLANATION  OF  ESTIMATES 

1.  Exhibit  guide  costs  ($361,500). — The  estimates  provide  for  hiring  under 
contract  60  French-speaking  American  guides.  The  contract  would  cover  7 
months’  duration — 1 month  for  orientation  and  6 months  for  exhibit  operations. 
The  elements  of  cost  are: 


(a)  Salary  ($500  per  month  X 7 months) $3,  500 

(b)  Add  7 percent  for  benefits 245 

(c)  Travel  from  home  to  Washington  for  orientation 100 

(d)  Per  diem  for  30  days  while  in  training 480 

(e)  Travel  to  Montreal  and  return 220 

(/)  Housing  in  Montreal  for  6 months 600 

(g)  Uniforms 100 

(h)  Security  investigations  (2  at  $390  to  fill  each  guide  position) 780 


Total  for  each  guide 6,  025 

X60 


Total,  60  guides 361,  500 


2.  Exhibits  maintenance  'personnel  costs  ($217,776). — The  following  Canadian 
personnel  on  contract  will  be  needed  to  maintain  exhibits,  building,  and  grounds 
at  the  American  Pavilion: 


Type 

Number 

Monthly 

salary 

Length  of 
employ- 
ment 
(months) 

Estimated 

costs 

Guards 

24 

$200 

9 

$43, 200 

Cleaning  women.. 

30 

200 

6 

36,  000 

Painters 

6 

300 

6 

12, 200 

Carpenters 

6 

300 

6 

12,  200 

Plumbers 

4 

300 

6 

7, 200 

Electricians 

8 

300 

6 

14, 400 

Gardeners  and  groundkeepers 

18 

200 

6 

21,  600 

Masons 

3 

400 

6 

7,  200 

Nurses 

3 

500 

7 

10,  500 

Floor  supervisors 

8 

400 

6 

19,  200 

Total  estimated  salaries  

183,700 

Add  employee  benefits  (health  insurance,  Canadian  un- 

employment insurance,  etc.)  

14,  279 

Subtotal  ..  

197,979 

Add  10  percent  for  overhead  (either  contract  or  super- 

visory persnnneU 

19, 797 

Total  - _ . _ 

217,776 
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3.  Exhibit  refurbishing  ($318,730). — This  estimate  provides  for  repairs,  replace- 
ments, shipping,  and  temporary  storage  of  exhibit  components  broken,  damaged, 
or  worn  out  during  the  day-to-day  operation  of  the  exhibition. 

4.  Utilities  ($102,500). — This  estimate  provides  for  all  utilities  for  the  iVmerican 
pavilion  (water,  gas,  and  electricity).  Estimated  costs  are  based  on  partial  load 
during  55-day  installation  phase  (February  23  to  April  18)  and  30-day  demount- 
ing phase  (November  7 to  December  6)  at  average  of  $177  per  day  ($15,045) 
and  full  load  during  20-day  preopening  phase  and  183-day  operations  at  $355 
per  day  ($64,965).  Downtown  offices  estimated  electrical  use  is  $6,990,  making 
total  electricity  estimates  of  $87,000.  Gas  or  oil  for  heating  and  auxiliary  power 
is  estimated  at  30,000  gallons,  or  $5,000.  Water  consumption  is  estimated  at 
700,000  gallons  weekly,  or  $10,500  for  the  year. 

5.  Printing  ($150,000). — This  estimate  provides  for  printing  of  maps  of  exhibit, 
pamphlets,  circulars,  notices,  posters,  and  signs  for  distribution  and  use  at  the 
exhibition.  It  does  not  include  funds  for  printing  of  a ‘‘souvenir”  brochure,  as 
we  expect  to  meet  this  need  through  contributions  from  private  sources. 

6.  Miscellaneous  contracts,  'petty  purchases,  and  emergency  procurement 
($275,000). — This  estimate  provides  for  such  services  as  hire  of  Canadian  clerical 
and  secretarial  personnel,  rental  of  warehouse  space,  rental  of  vehicles,  rental  of 
public  address  systems  for  special  ceremonies,  temporary  stanchions,  ropes,  extra 
guards,  and  other  crowd-control  devices  for  opening  day  and  National  Day  cere- 
monies, local  purchase  of  cleaning  and  toilet  supplies,  protective  clothing  for 
maintenance  personnel,  rubbish  and  garbage  removal,  identification  passes  and 
badges,  administrative  support  reimbursements  to  the  Department  of  State,  etc. 

7.  Representation  ($25,000). — Three  specific  applications  of  representation 
funds  are  visualized  in  this  exhibition  plan: 

(a)  Program  representation:  The  impact  of  the  U.S.  exhibition  can  be  fur- 
thered effectively  by  planning  a pro^am  of  special  meetings  between  prominent 
American  visitors  and  their  Canadian  and  other  country  counterparts.  In  a 
planned  series  of  luncheons  or  dinners  at  the  homes  of  American  staff  members, 
groups  of  20  or  30  Canadians  and  foreign  visitors  can  meet  in  almost  seminar 
style  to  discuss  U.S.  pavilion  and  purposes  with  such  Americans  as  Buckminster 
FuUer,  the  pavilion  architect;  or  the  exhibit  designers;  or  prominent  Federal, 
State,  and  municipal  officials;  or  noted  artists  or  industrialists  represented  in 
the  exhibits.  It  is  estimated  that  $15,000  wiU  be  required  to  cover  the  costs  of 
such  a program  over  the  6-month  period  of  the  exposition,  permitting  approxi- 
mately 150  such  special  meetings. 

(b)  Special  representation:  In  connection  with  the  celebration  of  our  National 
Day  on  July  4 and  for  necessary  reciprocal  entertainment  mvolving  the  commis- 
sioner generals  of  other  countries  and  prominent  Canadian  officials,  the  Commis- 
sioner General  will  require  $7,000  for  major  representational  activities  during 
the  6-month  period  of  the  exposition  and  an  additional  $1,500  prior  to  the  opening 
of  the  exposition. 

(c)  Solicitation  representation:  To  insure  the  effectiveness  of  the  U.S.  exhibi- 
tion, substantial  assistance  from  American  business,  artist,  social,  and  local 
government  organizations  will  be  solicited.  For  entertainment  in  the  United 
States  in  support  of  loans  or  donations  of  exhibit  components  and  special  pro- 
grams, it  is  estimated  that  the  Office  of  the  Commissioner  General  will  require 
$1,500,  covering  75  lunches  or  dmners  for  4 people  each,  at  an  average  of  $20 
per  lunch  or  dinner. 

E.  Peeforming  Arts 
Summary  of  requirements 


1.  Performing  arts  for  U.S.  national  day  activities $25,  000 

2.  Other  performing  arts 50,  000 

Total,  performing  arts 75,  000 


EXPLANATION  OF  ESTIMATES 

1.  Performing  arts  for  U.S.  national  day  activities  ($25,000). — Participating 
nations  have  been  asked  to  highlight  their  participation  in  performing  arts  on 
their  “national”  days.  The  desirable  participation  on  a “national  day”  has  been 
defined  by  the  exposition  authorities  to  include  ceremonies  at  the  Place  des 
Peuples  (an  outdoor  site  for  ceremonies  not  far  from  the  U.S.  Pavilion  site),  and 
a popular  festival  in  the  afternoon  or  evening  (including  folkloric  performances). 
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The  schedule  would  be  climaxed  by  a cultural  event  in  one  of  the  halls  of  the 
exposition. 

Detailed  plans  for  the  performing  arts  program,  of  course,  have  not  been  de- 
veloped. However,  preliminary  thoughts  envision  the  following  type  of  per- 
formances for  the  U.S.  national  day  activities:  A good  marching  military  band; 
square  dance  groups  (if  possible,  200  or  300  square  dancers  and  musicians) ; and 
the  New  York  City  Ballet  or  equivalent  for  a period  of  1 week. 

2.  Other  performing  arts  ($50,000). — As  many  of  the  U.S.  performing  artists 
groups  appear  in  Canada  as  a part  of  their  regular  annual  tours,  U.S.  Government 
support  to  performing  art  groups  participating  in  this  exposition  need  not  be 
extensive.  Unfortunately,  the  concert  season  and  the  exposition  period  do  not 
coincide.  Because  of  likely  strong  competition  from  other  participating  nations, 
some  support  will  be  necessary  to  assure  availability  of  a few  outstanding  U.S. 
performing  art  groups  during  the  period  of  the  exposition.  The  program  would 
include  some  of  the  following  types  of  performances : A major  symphony  orchestra; 
noted  soloists,  to  take  part  with  the  symphony  orchestra  performances;  a reper- 
tory theatrical  company;  a university  orchestra;  the  Metropolitan  Opera  Co.; 
concerts  by  small  chamber  music  groups  or  jazz  groups;  etc. 

F.  Special  Events 
Summary  of  requirements 

1.  Special  events $75,  000 

EXPLANATION  OF  ESTIMATES 

1.  Special  events  ($75,000). — In  addition  to  performing  arts  features  that  may 
be  presented  in  large  theaters  either  in  Montreal  or  on  the  exposition  grounds, 
the  U.S.  pavilion  will  play  host  to  numerous  visiting  groups  of  high  school  and 
college  bands,  glee  clubs,  choral  groups,  dance  ensembles,  sports  teams,  theater 
groups,  folksingers,  jazz  groups,  etc.,  from  the  United  States.  Such  groups  would 
usually  travel  to  the  exhibition  at  their  own  expense,  of  course,  but  to  take  advan- 
tage of  their  attendance  in  attracting  other  visitors  to  certain  activities  in  the 
U.S.  pavilion,  as  well  as  to  present  a special  ‘‘day”  at  the  exhibition  for  each  of 
the  50  States  and  the  District  of  Columbia,  support  costs  (special  travel  announce- 
ments, transporting  instruments,  meals,  etc.)  should  be  provided  for  in  program 
planning.  During  the  183  days  of  the  exhibition,  possibly  150  special  events  at 
an  average  support  cost  of  $500  each  may  be  planned. 

G.  Program  Direction  and  Administration 
Summary  of  requirements 


1.  Personal  services  and  related  costs $1,  015,  672 

2.  Foreign  Service  allowances 65,247 

3.  Travel 92,163 

4.  Rent  of  space 53,  656 

5.  Communications 27,  900 

6.  Office  supplies  and  equipment 54,  726 

7.  Security  investigations 12,  480 


'Total,  program  direction  and  administration 1,  321,  844 


EXPLANATION  OF  ESTIMATES 

1.  Personal  services  and  related  costs  ($1,015,672) . — A program  and  adminis- 
trative staff  of  26  positions  is  required  to  plan,  develop,  install  and  operate  the 
U.S.  exhibition.  Support  of  various  staff  functions  will  be  provided  by  USIA 
without  charge  to  the  Montreal  budget.  The  period  from  the  planning  stage  to 
the  completion  stage  will  extend  over  4 fiscal  years  and  a total  of  62.9  man-years 
of  work  will  be  required,  3.8  man-years  in  1965,  21.2  in  1966,  25.2  in  1967,  and 
12.7  in  1968. 
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The  breakdown  of  positions  and  man-years  by  functions  is  as  follows : 


Function 

Number  of 
positions 

Man-Years 

Office  of  the  Commissioner  General  and  Washington  liaison  staff.  _ 

7 

18.6 

Exhibits  development  and  operations.  __ 

8 

18.4 

Special  events,  performing  arts,  and  public  relations  . _ . _ 

6 

13.  5 

Administration  . _____  ___ 

5 

12.4 

Total  _ - _ _ - _ _ 

26 

62.9 

The  estimate  of  $1,015,672  for  personal  services  and  related  costs  is  made  of 
of  the  following: 

(a)  $849,272  for  regular  salaries  for  the  26  positions; 

(b)  $59,449  for  employee  benefits; 

(c)  $6,000  for  overtime  and  holiday  pay  for  the  secretarial  and  clerical  staff; 

(d)  $14,820  for  intermittent  employment  of  w.a.e.  consultants  (90  days 
in  1965  and  50  each  in  1966  and  1967) ; 

(e)  $86,131  for  temporary  employment  of  eight  erciployees  for  10  months 
for  procurement  of  components  for  the  eight  exhibit  areas. 

2.  Foreign  Service  allowances  {$65,24-7) . — Of  the  26  employees  working  on  the 
U.S.  exhibition,  21  will  need  to  be  in  Montreal  for  varying  lengths  of  time  during 
the  period  of  building  construction,  exhibit  installations,  exhibit  operation,  and 
dismantling.  During  his  assignment  in  Montreal,  each  employee  will  be  eligible 
to  receive  a housing  and  transfer  allowance.  Using  the  Department  of  State 
standard  allowance  schedule  and  considering  the  length  of  assignment  for  each 
of  the  21  employees,  the  estimated  requirements  for  housing  allowances  are 
$48,162  and  for  transfer  allowances  $2,625.  In  addition,  $14,460  is  required 
for  quarters  and  other  perquisites  for  the  Comxmissioner  General  as  provided  in 
the  authorizing  legislation. 

3.  Travel  {$92,163). — The  requirements  for  travel  break  down  into  three 
categories:  (a)  $41,420  for  administrative  staff  travel;  (b)  $8,743  for  travel  of 
consultants;  (c)  $42,000  for  appointment  and  separation  travel  for  the  staff  as- 
signed in  Montreal.  Requirements  for  each  of  these  three  categories  are  explained 
as  follows: 

(а)  Administrative  staff  travel:  $13,100  for  100  trips  ($131  per  trip) 
between  Washington  and  Montreal  to  discuss  various  aspects  of  the  ex- 
position with  Canadian  officials  and  review  progress  of  building  construction, 
and  liaison  travel  during  the  period  when  the  exhibition  is  operational; 
$11,520  for  160  trips  ($72  per  trip)  to  New  York  and  Boston  to  discuss 
building  and  exhibit  designs  with  contractors;  and  $16,800  for  100  trips  ($168 
per  trip)  to  various  points  in  the  United  States  to  arrange  for  exhibit  loan 
agreements,  procurement  of  exhibit  components,  recruitment  of  guides,  de- 
velopment of  special  events  and  performing  arts  activities,  and  exploration 
and  administration  of  subcontracts  for  exhibit  execution. 

(б)  Travel  of  consultants:  $7,040  for  80  trips  ($88  per  trip)  by  consultants 
to  Washington,  and  $1,703  for  13  trips  ($131  per  trip)  to  Montreal. 

(c)  Transfer  travel:  Round  trip  transfer  for  each  of  the  21  employees 
assigned  to  Montreal  will  average  $2,000. 

4.  Rent  of  space  {$53,656). — The  staff  will  require  3,530  square  feet  of  space  in 
Washington  for  2 years  and  1,500  square  feet  for  1 year  at  an  annual  cost  of  $5.10 
per  square  foot,  or  $43,656.  In  Montreal,  2,000  square  feet  will  be  required  for 
1 year  at  $5  per  square  foot,  or  $10,000. 

5.  Communications  {$27,900). — This  estimate  provides  $4,500  for  telephone 
installation  and  service  for  3 years  for  offices  in  Washington  and  Montreal;  $7,200, 
or  an  average  of  $200  per  month,  for  long  distance  telephone  toll  charges;  $10,800, 
or  an  average  of  $300  per  month,  for  telegraphic  communications  between  Mon- 
treal and  Washington;  and  $5,400,  or  an  average  of  $150  per  month,  for  pouch 
service  between  Montreal  and  Washington. 

6.  Office  supplies  and  equipment  {$54,726). — This  estimate  provides  $30,571 
for  equipping  Washington  offices,  $20,000  for  equipping  Montreal  offices,  $2,655 
for  standard  office  supplies  for  3 years,  and  $1,500  for  letterhead  stationery  and 
other  special  supplies. 

7.  Security  investigations  {$12,480). — This  estimate  assumes  that  8 of  the  26 
administrative  and  program  staff  positions  and  the  8 temporary  employees  hired 
for  procurement  of  exhibit  components  will  be  filled  through  recruitment  outside 
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of  the  Agency.  Assuming  a factor  of  2 investigations  for  each  employee  hired, 
32  investigations  will  be  required.  The  cost  for  each  investigation,  based  on 
current  estimates,  is  $390.  Investigation  costs  for  guides  and  other  contract 
employees  are  included  under  “Exhibit  operating  expenses.” 

OTHER  COUNTRIES  PARTICIPATING 

Mr.  Rooney.  What  can  you  tell  us  about  other  countries  to  be 
represented  at  this  fair  and  how  much  they  are  investing  in  it? 

Mr.  Marlowe.  As  of  the  end  of  January,  32  other  countries  had 
agreed  to  participate  in  the  fair  and  I shall  be  delighted  to  let  you  have 
a list  of  them  if  you  would  like  to  have  it. 

Mr.  Rooney.  Very  well. 

Is  the  Soviet  Union  included? 

Mr.  Marlowe.  Not  at  the  moment. 

Another  30  countries  have  said  informally  they  would  participate 
but  they  have  not  signed  up. 

The  Canadian  Commissioner  General  announced  in  a newspaper 
story  of  about  2 weeks  ago  he  would  estimate  at  this  point  in  time 
there  will  be  about  80  countries  which  will  participate.  We  have 
been  notified  by  the  Canadian  fair  authorities  that  there  are  the 
following  costs  for  the  different  countries,  at  least  on  the  basis  of 
preliminary  estimates : 

The  Soviet  Union  has  been  given  a site  and  has  said  that  she  will 
participate  but  has  never  actually  signed  an  agreement. 

Poland  is  in  the  last  stages,  I am  told,  of  signing  an  agreement. 

The  only  Iron  Curtain  country  that  has  actually  signed  so  far  is 
Czechoslovakia. 

Mr.  Rooney.  How  much  will  Czechoslovakia  spend? 

Mr.  Marlowe.  According  to  the  Czechoslovakian  Ambassador  in 
Canada,  between  $8  and  $10  million. 

West  Germany,  somewhere  between  $10  and  $13  million. 

France,  between  $12  and  $15  million. 

The  Scandinavian  countries,  at  least  $5  million. 

The  Netherlands,  between  $3  and  $3.5  million. 

Japan,  $2.5  to  $3  million. 

This  is  all  the  information  I have  before  me  on  costs.  I know 
nothing  about  what  the  Soviet  Union  plans  to  spend  on  their  pavilion, 
sir. 

LIST  OF  PARTICIPATING  COUNTRIES 

Mr.  Rooney.  We  shall  insert  this  list  from  this  memorandum  that 
is  included  within  the  penciled  delineation. 

Mr.  Marlowe.  That  list  is  as  of  the  end  of  January  1965. 

(The  list  follows ;) 


Austria 

Ghana 

Norway 

Belgium 

Iceland 

Sweden 

Britain 

Iran 

Switzerland 

Canada 

Israel 

Trinidad-Tobago 

Ceylon 

Italy 

Tunisia 

Republic  of  China 

Ivory  Coast 

United  States 

(Taiwan) 

Jamaica 

Upper  Volta 

Czechoslovakia 

Japan 

Venezuela 

Denmark 

Malaysia 

Finland 

Monaco 

France 

Morocco 

Federal  Republic  of 

Netherlands 

Germany 

Niger 
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COMPAEISON  OF  COSTS  AT  SEATTLE  FAIR 

Mr.  Marlowe.  Mr.  Chairman,  if  I may  refer  back  to  your  question 
about  the  New  York  World’s  Fair,  it  may  be  of  interest  that  I have 
been  informed  Canada  was  the  largest  participant  in  the  Seattle  Fair. 

Mr.  Rooney.  How  much  did  their  exhibit  there  cost? 

Mr.  Marlowe.  At  the  Seattle  fair,  which  was  a special  fair  where 
all  the  pavilions  were  relatively  small,  their  exhibit  cost  in  the  neigh- 
borhood of  $400,000. 

Mr.  Rooney.  And  what  was  the  cost  of  ours,  $10  million? 

Mr.  Marlowe.  $10  million;  yes,  sir. 

Mr.  Rooney.  Why  do  we  have  to  spend  so  much  in  excess  of  other 
countries? 

Mr.  Marlowe.  Because  this  was  our  fair. 

Mr.  Rooney.  You  are  going  to  Canada  now.  They  were  in 
Seattle  and  spent  $400,000  and  you  now  want  to  go  to  their  fair  and 
spend  $12  million? 

Mr.  Marlowe.  They  will  spend  $20  million  for  the  Canadian 
pavilion  and  $7  million  for  the  Quebec  provincial  pavilion. 

Mr.  Rooney.  They  expect  to  make  money  from  the  fair,  do  they 
not? 

Mr.  Marlowe.  I suppose  they  do. 

Mr.  Rooney.  And  they  did  make  money  from  the  Seattle  Fair, 
did  they  not? 

Mr.  Marlowe.  I expect  they  did. 

Mr.  Rooney.  Maybe  it  was  good  judgment  we  kept  the  amount 
for  the  Seattle  Fair  down  the  way  it  was  held  down. 

FILM  PRODUCTION 

And  of  course  we  have  to  put  together  a new  film  in  connection 
with  this,  do  we? 

Mr.  Marlowe.  We  figure  so,  yes. 

Mr.  Rooney.  We  could  not  use  any  of  the  star  productions  of  the 
USIA? 

Mr.  Marlowe.  They  are  all  excellent  productions  but  we  do 
not  think  they  would  be  of  the  type  we  should  use  at  this  fair. 

Mr.  Rooney.  This  will  be  on  a highly  cultural  level? 

Mr.  Marlowe.  Not  necessarily.  It  deals  with  social  creativity 
of  the  American  people.  It  is  not  only  a cultural  film. 

COST  OF  PROGRAM  DIRECTION  AND  ADMINISTRATION 

Mr.  Rooney.  You  are  asking  for  $1,321,844  for  program  direction 
and  administration? 

Mr.  Marlowe.  That  is  correct. 

Mr.  Rooney.  This  does  not  include  the  architect’s  fees  and  con- 
struction costs? 

Mr.  Marlowe.  No,  sir. 

Mr.  Rooney.  This  is  over  and  above  that? 

Mr.  Marlowe.  Yes,  but  this  will  be  constructed  over  4 different 
fiscal  years. 

Mr.  Rooney.  Would  this  include  the  expenses  of  the  guides  and 
such  people  as  that? 
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Mr.  Marlowe.  No,  sir. 

Mr.  Kooney.  This  is  just  for  the  groundwork,  the  office? 

Mr.  Marlowe.  This  is  for  the  overall  administration  and  planning, 
the  office  personnel. 

PERSONAL  SERVICES  AND  RELATED  COSTS 

Mr.  Rooney.  At  page  23  of  these  justifications  you  refer,  under 
“Program  direction  and  administration,”  to  “Personal  services  and 
related  costs”  in  the  amount  $1,015,672. 

This  would  be  a budget  of  over  $32,664  per  position  for  26  positions 
in  program  direction  and  administration.  Is  that  correct? 

Mr.  Marlowe.  For  4 years.  The  total  of  their  compensation  for 
4 years  would  average  that,  yes,  sir. 

Mr.  Rooney.  Why  do  you  need  them  for  4 years? 

Mr.  Marlowe.  We  are  starting  now,  sir. 

Mr.  Rooney.  This  is  1965. 

Mr.  Marlowe.  That  is  correct. 

Mr.  Rooney.  The  fair  is  in  1967? 

Mr.  Marlowe.  That  is  correct. 

Mr.  Rooney.  What  months  in  1967? 

Mr.  Marlowe.  From  April  to  October,  and  the  planning  of  this  has 
already  been  going  on,  as  you  know,  for  some  time.  I have  been 
connected  with  it  myself  only  the  last  2 months.  We  will  need  people 
between  now  and  the  end  of  1967,  at  which  time  the  fair  will  be  dis- 
mantled, for  various  purposes  connected  with  the  building  of  the 
exhibits,  the  designing  of  the  exhibits,  and  the  supervision  of  the 
work  involved.  We  will  not  have  maximum  staff,  of  course,  at  this 
time.  We  start  very  low,  build  up  to  a peak,  and  then  go  down. 
We  estimate  there  will  be  required  62.9  man-years  of  work,  of  which 
3.8  man-years  will  be  in  1965,  21.2  man-years  in  1966,  25.2  man-years 
in  1967,  and  12.7  man-years  in  1968. 

Mr.  Rooney.  The  $32,664  per  person  figure  I mentioned  does  not 
include  $59,449  for  employee  benefits;  $6,000  for  overtime  and  holiday 
pay  for  the  secretarial  and  clerical  staff;  $14,820  for  intermittent 
employment  of  w.a.e.  consultants;  and  $86,131  for  temporary  employ- 
ment of  eight  employees  for  10  months  for  procurement  of  components 
for  the  eight  exhibit  areas.  Right? 

Mr.  Marlowe.  That  is  correct. 

Mr.  Rooney.  On  top  of  that  you  have  so-called  Foreign  Service 
allowances  of  $65,247? 

Mr.  Marlowe.  Yes.  That  would  be  for  the  21  people  who  would 
have  to  be  in  Alontreal  under  the  State  Department  Foreign  Service 
allowance. 

Mr.  Rooney.  And  $92,163  for  travel? 

Mr.  Marlowe.  That  is  true,  sir. 

Mr.  Rooney.  In  connection  with  the  26  positions  previously  re- 
ferred to,  you  have  this  figure  of  $849,272  for  regular  salaries  for  them? 

Mr.  Marlowe.  Yes,  sir. 

Mr.  Rooney.  And  $59,449  for  employee  benefits  for  the  same  26. 
Right? 

Mr.  Marlowe.  Yes. 

Mr.  Rooney.  That  would  be  approximately  $900,000? 

Mr.  Marlowe.  Correct,  sir. 
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SIZE  OF  STAFF 

Mr.  Rooney.  For  the  62.9  man-years  you  refer  to,  this  would  be 
about  $15,000  per  position? 

Mr.  Marlowe.  That  is  correct.  The  reason  for  that  is  that  this 
very  small  staff — — 

Mr.  Rooney.  What  is  very  small  about  26?  That  is  quite  a staff. 
You  ought  to  be  able  to  run  the  whole  Agency  with  that. 

Mr.  Marlowe.  This  staff  will  not  include  any  clerks.  All  admin- 
istrative employees  for  work  such  as  bookkeeping,  accounting,  and 
things  of  that  kind  that  will  be  done  for  the  Montreal  staff  by  USIA. 

Mr.  Rooney.  By  the  way,  who  will  do  the  accounting? 

Mr.  Marlowe.  The  USIA’s  Finance  Division. 

Mr.  Rooney.  They  will  check  their  own  books,  wiU  they? 

Mr.  Marlowe.  They  do  now,  sir.  And  of  course  the  General 
Accounting  Office  would  check  them. 

Mr.  Rooney.  Where  is  the  money  in  here  for  the  Information 
Agency? 

Mr.  Marlowe.  The  Information  Agency  will  receive  no  reimburse- 
ment for  this  work,  sir. 

Mr.  Rooney.  How  many  auditors  do  they  have? 

Mr.  Marlowe.  I do  not  know.  Maybe  Mr.  Posner  knows. 

Mr.  Posner.  We  have  a total  of  nine  auditors  at  the  present  time, 
sir. 

Mr.  Rooney.  What  about  the  legal  work? 

Mr.  Marlowe.  That  will  also  be  done  by  USIA’s  Office  of  the 
General  Counsel.  The  people  on  this  staff  are  primarily  specialists  in 
exhibit  management  and  exhibit  designs,  like  Mr.  Masey,  and  their 
salaries  are  certainly  higher  than  in  other  organizations,  yes,  sir. 

ccwE  service  charges 

Mr.  Rooney.  What  about  this  item  at  page  11  entitled  “CCWE 
service  charges,’’  $265,000? 

Mr.  Marlowe.  CCWE  means  Canadian  Corporation  for  the 
World  Exhibition.  These  are  required  charges  by  the  corporation. 

Mr.  Rooney.  Are  there  any  Canadian  taxes  in  this? 

Mr.  Marlowe.  There  are  not.  These  charges  are  for  such  things 
as  bringing  utilities  to  the  lot  line,  operation  and  maintenance  of 
utility  systems,  cleaning  and  maintenance  of  roads  and  general  areas, 
garbage  collection,  fire  protection,  and  security  services.  These  are 
prescribed  on  a ratio  basis  by  the  Canadian  Corporation. 

Mr.  Rooney.  If  the  Congress  saw  fit  to  reduce  the  extent  of  this 
proposed  program,  this  item  would  be  reduced  accordingly,  would  it? 
And  instead  of  having  100,000  square  footage,  this  might  be  reduced 
to  the  number  of  square  feet  you  would  be  able  to  obtain  with  the 
amount  of  money  appropriated.  Is  that  correct? 

Mr.  Marlowe.  Absolutely  correct. 

FEE  FOR  building  PERMIT 

Mr.  Rooney.  What  is  this  item  for  building  permit  fee? 

Mr.  Marlowe.  That  is  a fee  prescribed  by  the  exhibition  regula- 
tions to  cover  advance  examination  of  drawings  and  documents  and 
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periodic  site  inspection  during  construction.  It  is  not  a tax,  but 
reimbursement  for  their  costs  for  these  particular  items. 

Mr.  Rooney.  The  last  time  we  had  you  people  involved  in  this 
sort  of  thing  was  at  Brussels — that  was  the  State  Department  and 
USIA — and  we  wound  up  with  having  to  pay  $300,000  in  taxes  to 
the  Belgian  Government  for  putting  up  our  exhibits.  Is  that  right, 
Mr.  Tyler? 

Mr.  Tyler.  I do  not  know,  Mr.  Chairman. 

Mr.  Rooney.  Were  you  there? 

Mr.  Tyler.  No,  sir. 

CANADIAN  TAXES 

Mr.  Marlowe.  It  was  in  that  area,  I believe.  The  Canadian 
Government  has  said  there  would  be  no  taxes. 

Mr.  Cederberg.  Has  the  Quebec  government  agreed  there  would 
be  no  taxes? 

Mr.  Marlowe.  I do  not  know  the  answer  to  that,  sir.  I have  been 
told  there  would  be  no  Canadian  taxes  and  I would  assume  that 
would  include  the  provincial  governments. 

Mr.  Cederberg.  Will  you  check  that? 

Mr.  Marlowe.  Yes,  sir. 

(The  information  follows:) 

The  following  telegram  was  received  February  11  from  the  Office  of  the  Commis- 
sioner General  of  the  Canadian  International  and  Universal  Exhibition, 
Montreal,  1967: 

Mr.  John  S.  Barker, 

USIA,  1750  Pennsylvania  Avenue,  Washington  D.C.: 

All  construction  and  display  materials  and  exhibits  for  foreign  pavilions  com- 
pletely exempt  from  custom  duties  and  Federal  sales  tax  on  construction  materials 
and  all  provincial  and  municipal  taxes.  These  taxes  will  be  charged  only  on  con- 
sumers’ goods  to  be  sold  to  visitors. 

Dale  Rediker, 

EXPO  67  Comptroller. 
Robert  Letendre, 
Administrator  of  Exhibits. 

INSURANCE  FEES 

Mr.  Rooney.  You  have  an  item  for  a blanket  insurance  policy, 
$104,000? 

Mr.  Marlowe.  That  is  for  all-risks  insurance,  which  is  required  by 
the  fair  authorities,  sir.  I can  give  you  the  method  of  computing  that 
in  a moment,  sir.  The  aU-risks  insurance  is  based  on  94  cents  per  $100 
on  declared  value,  and  it  is  based  on  our  estimate  of  the  exhibit  com- 
ponents which  will  be  loaned  to  us  by  industrial  and  other  sources, 
which  do  not  belong  to  the  United  States,  which  have  to  be  returned 
and  which  have  a declarable  value.  We  estimate  there  will  be  some 
$5  million  exhibit  components  loaned  to  us.  U.S.-owned  items 
are  self-insured  and  many  of  the  items  will  not  have  a declarable  value. 
We  must  insure  these  items  so  that  the  owners,  particularly  the  owners 
of  automobiles  and  other  exhibit  components,  will  lend  them  to  us. 
They  would  not  lend  them  to  us  if  they  were  not  insured. 

Mr.  Rooney.  Why  would  you  spend  $30,000  to  insure  the  building 
and  not  insure  the  contents  of  the  building?^ 

Mr.  Marlowe.  The  contents  of  the  building  are  carried  in  this  all- 
risks insurance.  The  building  insurance  is,  I believe,  required  by  the 
Canadian  Fair  Corp.,  but  the  contents  are  insured  under  item  3(d)  on 
page  12. 
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EXHIBITS  PROGRAM 

Mr.  Rooney.  These  titles  of  the  exhibits  at  page  13  are  highly 
interesting  as  well  as  the  fat  figures  contained  therein. 

Mr.  Marlowe.  The  titles,  of  course,  are  not  meant  to  be  anything 
except  descriptive.  Here,  of  course,  is  where  the  heart  of  our  exhibit 
is,  in  the  exhibits  themselves,  for  which  we  are  asking  $4,750,000,  Mr. 
Chairman. 

CINEMA  ENCLOSURE 

Mr.  Rooney.  At  page  14  of  these  justifications  we  find  that  in 
addition  to  the  estimated  cost  of  $40  per  square  foot  you  want  $20 
additional  per  square  foot  for  6,000  square  feet  to  install  the  carpeting, 
seating,  ventilation,  and  so  forth  in  order  to  show  the  $385,000  film 
you  are  going  to  make.  Is  that  a fair  statement? 

Mr.  Marlowe.  That  is  correct,  sir.  The  cost  of  the  building  is 
just  the  cost  of  the  structure.  It  is  necessary  for  us  to  build  an 
enclosure  in  order  to  show  the  film,  and  that  wiU  take  extra  money; 
yes,  sir. 

Rooney.  How  many  projectors  are  included  in  this  amount? 

Mr.  Marlowe.  I believe  three,  sir.  The  film  enclosure  will  be 
some  10,000  square  feet. 

SPECIAL  REPRESENTATION 

Mr.  Rooney.  You  are  going  to  start  representational  activities 
before  the  fair  is  open,  according  to  page  19? 

Mr.  Marlowe.  That  is  correct.  We  think  it  would  be  useful  to 
the  U.S.  Government,  in  order  to  try  to  get  this  $5  million  of  equip- 
ment in  the  fair  for  nothing,  to  have  about  $1,500  for  this  purpose. 

HIGH  COST  OF  ENTERTAINMENT 

Mr.  Rooney.  You  are  asking  for  $25,000  for  entertainment.  Do 
you  know  how  much  Ambassador  Winston  gets  in  connection  with 
the  much  larger  New  York  World’s  Fair  for  entertainment? 

Mr.  Marlowe.  I do  not  know,  su*. 

Mr.  Rooney.  I can  tell  you  he  does  not  get  anything. 

Mr.  Marlowe.  I have  been  told  he  has  waived  his  salary  and  in 
lieu  of  his  salary  he  is  using  that  sum  of  money  for  representation 
allowances.  Whether  this  is  so,  I do  not  know.  I have  just  been 
told  this.  We  feel  this  sum  is  necessary  in  order  to  get  the  maximum 
impact. 

Mr.  Rooney.  And  also.  Ambassador  Winston’s  salary  is  less  than 
the  salary  you  are  setting  up  in  this  budget  for  Montreal. 

Mr.  Marlowe.  The  salary  in  this  budget  I think  was  set  by  the 
Congress  in  the  law  passed  last  year,  sir. 

Mr.  Rooney.  That  is  the  salary  ceiling,  is  it  not? 

Mr.  Marlowe.  I do  not  believe  there  was  any  intention 

Mr.  Rooney.  Not  in  excess  of  $22,500. 

Mr.  Marlowe.  That  is  true,  sir. 

Mr.  Rooney.  But  you  are  going  to  spend  the  whole  $22,500, 
although  you  have  a capable  man  in  New  York  at  the  present  time 
who  does  not  get  any  entertainment  money,  who  does  his  own  enter- 
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taining  and  gets  $19,500  per  annum  as  compared  to  this  $22,500. 
Right? 

Mr.  Marlowe.  Yes,  sir. 

Mr.  Rooney.  You  are  not  only  going  to  entertain  up  in  Montreal 
at  the  fair,  you  will  also  entertain  here  in  Washington;  will  you? 

Mr.  Marlowe.  Throughout  the  United  States  we  figured  we  need 
$1,500  for  representation  which  will  assist  us  in  obtaining  this  roughly 
$5  million  of  exhibit  components  which  we  think  we  need  to  get  for 
free  and  for  which  we  have  asked  no  money  at  all.  We  think  that 
$1,500  would  be  a good  investment;  yes,  sir. 

AGENCY  SPACE  IN  THE  DISTRICT  OF  COLUMBIA 

Mr.  Rooney.  How  many  square  feet  of  space  does  the  Agency 
have  in  the  District  of  Columbia,  Mr.  Posner? 

Mr.  Rowan.  Mr.  Chairman,  Mr.  Posner  is  not  here.  He  just 
stuped  outside  to  make  a call  to  the  White  House. 

Mr.  Rooney.  Does  anybody  know? 

Mr.  Marlowe.  I have  no  idea. 

Mr.  Rowan.  We  will  supply  that  for  the  record. 

(The  information  follows:) 

USIA  Space  in  Washington 

In  Washington,  D.C.,  the  Agency  has  355,428  square  feet  of  office  space  and 
174,328  square  feet  for  storage,  library,  and  studio  requirements,  for  a total  of 
529,756  square  feet. 

Mr.  Rooney.  The  Agency  which  already  has  a very  substantial 
amount  of  square  footage  in  the  District  of  Columbia  has  in  this 
budget  $53,656  for  rent  of  3,530  square  feet  of  space  in  Washington 
for  2 years? 

Mr.  Marlowe.  That  is  correct. 

Mr.  Rooney.  And  1,500  square  feet  for  1 year? 

Mr.  Marlowe.  That  is  correct. 

Mr.  Rooney.  For  a total  of  $43,656. 

Mr.  Marlowe.  The  Agency  recently  consolidated  its  space  and  it 
dropped  6,000  square  feet  it  had  before.  It  lost  about  10  percent  of 
the  space  in  outlying  buildings.  The  Agency  is  therefore  quite  tight 
on  space  at  the  moment  and  could  not  provide  this  space  out  of  its 
accessibilities. 

Mr.  Rooney.  There  must  be  some  space  available  here  in  the 
coming  fiscal  year,  Mr.  Rowan,  with  your  having  reduced  the  exhibits 
program  to  the  extent  you  and  the  President  did? 

Mr.  Rowan.  That  reduction  in  terms  of  space  I think  would  show 
up  mostly  in  Commerce,  Mr.  Chairman,  since  it  is  the  Department 
of  Commerce  which  handles  these  particular  exhibits  for  us. 

Mr.  Rooney.  Mr.  Slack? 

EMPLOYMENT  OF  ARCHITECT 

Mr.  Slack.  Mr.  Marlowe,  getting  back  for  just  a moment  to  the 
architect,  Mr.  Fuller,  on  what  date  did  you  engage  his  services? 

Mr.  Marlowe.  Let  me  say  first  of  all,  Mr.  Slack,  that  the  only 
agreement  we  have  with  Mr.  Fuller  at  the  moment  is  for  him  to 
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orovide  us  with  a preliminary  sketch  and  preliminary  estimates. 
Of  course  we  are  not  able  to  have  a contract  with  him. 

Mr.  Slack.  I understand  that,  but  jmu  have  engaged  his  services 
after  eliminating  11  other  architectural  firms? 

Mr.  Marlowe.  A letter  of  notification  was  sent  to  Mr.  Fuller  on 
November  19  and  an  amendment  thereto  on  November  30,  1964. 

COST  OF  MODEL 

Mr.  Slack.  Did  Mr.  Fuller  make  this  model? 

Mr.  Marlowe.  No,  sir.  This  model  was  made  by  one  of  his 
firms  jointly,  with  the  Cambridge  Seven  in  Cambridge.  Who 
actually  did  the  work  on  the  model,  I do  not  know. 

Mr.  Slack.  What  did  it  cost? 

Mr.  Marlowe.  We  are  informed  it  cost  $700,  sir.  We  need  that 
model  for  our  own  planning  purposes.  It  was  not  made  for  the  pur- 
pose of  showing  it  to  this  committee. 

Mr.  Slack.  Would  the  architect,  under  the  arrangements  you  have 
with  him,  receive  a percentage  or  an  override  on  the  furnishings  that 
go  into  this  building  referred  to  by  the  chafiman  of  the  committee  a 
while  ago? 

Mr.  Marlowe.  No,  sir. 

Mr.  Slack.  He  would  not? 

Mr.  Marlo^ve.  No,  sir.  In  fact,  Mr.  Fuller  would  have  nothing 
to  do,  so  far  as  I know,  with  the  cinema  enclosure  within  the  model 
itself. 

THEME  OF  EXHIBIT 

Mr.  Slack.  Mr.  T^der,  in  regard  to  your  statement  about  the 
number  of  visitors  who  will  attend  this  fair  and  the  fact  our  exhibits 
are  not  necessarily  aimed  at  Americans,  why  would  the  theme  of  this 
be  “Creative  America’^?  Why  should  it  not  be  “Creative  United 
States’’  or  “Creative  U.S.A.”  rather  than  “Creative  America”? 

Mr.  Marlowe.  If  I may  answer  that? 

Mr.  Tyler.  Yes,  I yield  to  you. 

Mr.  Marlowe.  By  “Creative  America”  we  mean  “Creative  United 
States  of  America.”  It  seemed  to  us  “Creative  United  States  of 
America”  was  an  awkward  term,  and  therefore  we  chose  “Creative 
America,”  but  “Creative  United  States  of  America”  is  exactly  what 
it  means. 

DISMANTLING  OF  EXHIBIT 

Air.  Slack.  Tell  me  what  happens  to  this  building  after  it  is 
dismantled? 

Mr.  AIarlowe.  Presumably  it  is  sold  for  scrap  unless  somebody 
wants  it  and  we  would  be  delighted  to  sell  it. 

Mr.  Slack.  You  are  not  under  obligation  to  leave  it  there?  It 
does  not  become  part  of  the  land? 

Air.  AlARLOwm.  Quite  the  opposite.  The  Canadian  contract  for 
the  fair  requires  that  the  structures  be  razed  and  the  land  left  as  it 
was. 

Mr.  Slack.  There  seems  to  be  considerable  aluminum  in  this 
structure? 

Air.  Marlowe.  Steel  and  aluminum;  yes,  sir. 
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Mr.  Slack.  Have  you  any  estimate  of  what  that  might  bring  when 
it  is  dismantled? 

Mr.  Marlowe.  The  best  estimates  we  have  had  have  been  in  terms 
it  will  cover  the  cost  of  the  dismanthng.  Therefore  we  have  included 
no  money  in  the  budget  for  the  actual  dismanthng. 

Mr.  Slack.  That  answers  my  question. 

That  is  all,  Mr.  Chairman. 

Mr.  Kooney.  Mr.  Smith? 

HEIGHT  OF  BUILDING 

Mr.  Smith.  How  tall  is  the  building? 

Mr.  Marlowe.  205  feet,  sir. 

Mr.  Smith.  Have  the  problems  connected  with  temperature  control 
in  a big  room  of  that  height  been  discussed? 

Mr.  Marlowe.  Yes,  sir. 

Mr.  Smith.  Do  they  feel  they  can  get  the  same  temperature  on  the 
top  floor  of  that  open  space  as  at  the  bottom  floor  of  the  area? 

Mr.  Marlowe.  Yes,  sir.  We  are  assured  by  the  architect  that  can 
be  done  and  it  will  be  written  into  the  contract. 

Mr.  Smith.  It  would  be  embarrassing  some  July  day  if  visitors 
could  not  stand  it  in  that  plastic-covered  bufldmg,  would  it  not? 

Mr.  Marlowe.  If  I may  say  so,  sir,  that  is  an  understatement. 
We  are  assured  that  will  not  be  the  case. 

Mr.  Smith.  You  did  not  have  any  figure  of  the  cost  per  cubic  foot? 

Mr.  Marlowe.  It  is  about  9 million  cubic  feet. 

Mr.  Smith.  And  the  cost  per  cubic  foot? 

Mr.  Marlowe.  We  have  not  figured  that  out,  sir. 

ITEMS  EXHIBITED 

Mr.  Smith.  Concerning  these  new  automobiles  and  refrigerators 
and  other  products  you  '^^l  be  exhibiting  there,  I understood  you  to 
say  they  are  exhibited  free  of  charge  and  you  in  turn  return  the  items 
to  the  persons  or  firms  who  get  the  benefits  of  the  exhibition? 

Mr.  Marlowe.  That  is  correct.  The  items  in  the  new  technology 
exhibit  will  not  be  things  like  current  automobiles  and  current  re- 
frigerators. They  will  be  things  not  for  sale:  things  in  the  laboratory, 
stifi  in  the  research  stage,  new  technology.  Many  of  these  things  are 
almost  inestimable  in  their  value. 

Mr.  Smith.  Will  a substantial  part  of  the  items  be  consumer 
items  made  in  the  United  States? 

Mr.  Marlowe.  No,  sir. 

Mr.  Smith.  Why  not? 

Mr.  Marlowe.  The  point  we  are  trying  to  make  in  the  technology 
area  is  to  be  sure  the  Canadians  and  other  visitors  to  the  fair  recognize 
that  in  the  science  and  technological  area  we  are,  and  will  be,  able  to 
stay  ahead  of  everybody  else  in  the  world.  We  do  not  think  there 
is  any  great  purpose  in  showing  Canadians  the  same  items  they  see 
in  their  stores  every  day. 

Mr.  Smith.  Is  this  strictly  for  Canadians  or  is  it  a World ^s  Fair? 

Mr.  Marlowe.  It  is  a World’s  Fair  but,  of  course,  it  is  being  held 
in  Canada.  It  is  estimated  about  1 million,  or  perhaps  a little  less, 
of  the  visitors  will  be  there  from  countries  other  than  Canada  and 
the  United  States,  but  this  is  not,  in  the  normal  sense  of  the  word, 
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a trade  fair  at  all.  There  have  been  only  two  fairs  of  this  kind,  of 
this  magnitude,  since  the  convention  of  1928,  and  they  were  the 
Paris  Exhibition  of  1937  and  the  Brussels  Exhibition  of  1958. 

Mr.  Smith.  Is  this  fair  primarily  for  scientists  who  would  under- 
stand the  import  of  these  research  tools? 

Mr.  Marlowe.  No,  sir. 

Mr.  Smith.  You  do  not  think  laymen  will  understand  them;  do  you? 

Mr.  Marlowe.  They  will  be  shown  in  such  a way  laymen  will 
understand  them.  This  is  not  a science  fair  in  the  way  Seattle  was, 
but  we  feel  the  thing  we  have  to  do  is  to  be  sure  Canadians  and  other 
non-U.S.  citizens  recognize  the  advanced  and  superior  state  of  U.S. 
technology.  We  think  this  is  important  and  it  is  something  the  Agency 
is  dealing  with  all  the  time.  Every  time  the  Soviets  put  up  a new 
satellite  this  problem  becomes  active  again  and  therefore  we  intend 
to  hit  at  that  pomt  in  two  areas,  in  the  new  technology  exhibit  and 
in  the  exhibit  dealmg  with  space  exploration. 

Mr.  Smith.  That  is  all,  Mr.  Chairman. 

Mr.  Rooney.  Mr.  Joelson? 

PROVISIONS  OF  AUTHORIZING  STATUTE 

Mr.  Joelson.  Under  the  authorizmg  statute,  is  there  a specific  sum 
of  money  authorized? 

Mr.  Marlowe.  No;  there  is  not. 

Mr.  Joelson.  And  under  the  authorizmg  statute  is  the  USIA 
designated  as  the  Agency  which  should  handle  it? 

Mr.  Marlowe.  Not  under  the  authorizing  statute,  but  under 
Executive  Order  11034,  which  gave  to  the  USIA  responsibhity  for 
participation  in  international  fairs  held  outside  the  United  States,  and 
to  the  Department  of  Commerce  for  those  in  the  United  States. 

Mr.  Joelson.  Does  not  this  go  beyond  the  scope  of  the  authorizing 
act  for  the  USIA,  which  I understand  is  to  fight  communism?  I would 
say  this  should  be  in  the  Department  of  Commerce,  but  since  there  is 
an  Executive  order  I suppose  that  would  cover  it. 

Mr.  Rowan.  If  I may  say  at  this  point,  of  course  there  are  many, 
many  ways  in  which  you  contest  with  the  Communists  in  trying  to 
win  the  minds  of  people,  and  participation  in  a fair  of  this  kind  is  one 
of  the  ways.  One  of  the  major  propaganda  contentions  of  the  Soviets 
is  that  they  will  soon  outstrip  us  in  many  fields,  thus  a fair  such  as 
this  is  a major  device  which  fits  within  the  USIA  framework. 

Mr.  Joelson.  This  fair  will  be  visited  primarily  by  United  States 
and  Canadian  citizens,  but  I don’t  think  I can  press  the  point  since 
it  is  established  in  an  Executive  order. 

Mr.  Rooney.  The  basic  legislation  is  the  Mutual  Education  and 
Cultural  Exchange  Act,  which  would  also  permit  dancing  lessons. 

Mr.  Joelson.  Dancing  lessons  I do  not  think  would  be  justified, 
but  I do  not  think  this  exhibit  wiU  do  anything  to  help  us  in  the  fight 
against  communism.  I do  not  see  why  it  is  in  the  jurisdiction  of  this 
Agency. 

Mr.  Rowan.  All  too  often  we  have  taken  the  Canadians  for  granted. 
We  have  had  one  of  our  most  severe  disputes  with  the  Canadians, 
and  this  goes  all  the  way  through  our  foreign  poficy  and  Canadian 
foreign  poficy;  and  of  course  Canadian  cooperation  is  a vital  part  of 
our  effort  against  the  Communists. 
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Mr.  JoELsoN.  Is  there  a problem  in  Canada  in  regard  to  the 
Communists  being  strong  and  growing  stronger? 

Mr.  Tyler.  Perhaps  I could  speak  to  that. 

No,  there  is  not  a problem  in  Canada  in  that  field  but,  as  Mr. 
Kowan  said,  I think  the  Canadians  sometimes  feel  we  have  a tendency 
to  take  them  for  granted,  and  there  is  no  doubt  that  representation 
by  the  United  States  in  what  to  them  is  a great  event,  the  commemo- 
ration of  the  first  100  years  of  their  national  existence,  I think  would 
encourage  them  and  give  them  the  sense  of  commimity  of  purpose  we  like 
to  encourage  between  Canada  and  the  United  States. 

And  although  these  figures  are  set  forth  in  percentage  terms,  they 
perhaps  do  not  reflect  the  importance  of  the  elements  that  will  come 
from  other  parts  of  the  world,  such  as  Czechoslovakia,  people  who 
come  to  this  side  of  the  Atlantic  and  will  be  watching  to  see  what  the 
character  of  our  exhibits  are.  I think  that  falls  within  the  general 
range  and  scope  of  the  policy  and  objectives  of  the  Information  Agency. 

Mr.  JoELSON.  That  is  all. 

Mr.  Kooney.  Mr.  Cederberg. 

ACCURACY  OF  ESTIMATES 

Mr.  Cederberg.  The  decision  to  participate  in  this  fair  has 
already  been  made.  About  all  you  have  done  so  far  is  hire  an  ar- 
chitect, is  that  right? 

Mr.  Marlowe.  We  have  hired  an  architect  to  come  up  with  these 
preliminary  plans,  and  we  have  hired  exhibit  designers  to  come  up 
with  prehminary  designs.  That  is  about  all  we  have  done  except 
our  own  staff  work. 

Mr.  Cederberg.  How  accurate  would  you  say  these  figures  are 
that  you  presented  to  us  today? 

Mr.  Marlowe.  As  accurate  as  we  can  make  them. 

Mr.  Cederberg.  Can  you  tell  the  committee  you  will  be  able  to 
live  within  these  estimates? 

Mr.  Marlowe.  I can  assure  the  committee  I will  not  appear  to 
ask  for  more  money  than  $12  million. 

Mr.  Cederberg.  Somebody  else  might  appear? 

Mr.  Marlowe.  I think  we  can  live  within  the  $12  million.  There 
is  no  question  in  my  mind  on  that. 

USE  OF  ESCALATORS 

Mr.  Cederberg.  Looking  at  the  model  exhibit,  it  appears  you 
have  a large  n umber  of  escalators  and  various  levels  the  exhibits  will 
be  on? 

Mr.  Marlowe.  Yes,  sir. 

Mr.  Cederberg.  Is  it  not  unusually  expensive  to  exhibit  in  this 
manner,  plus  the  fact  there  must  be  a good  number  of  elevators  to  get 
the  things  up  and  down? 

Mr.  Marlowe.  Escalators.  We  have  no  elevators. 

Mr.  Cederberg.  How  will  you  get  the  exhibits  up  the  escalators? 

Mr.  Masey.  We  can  get  them  up  on  escalators. 

Mr.  Cederberg.  It  appears  to  me,  looking  at  this,  that  people 
looking  at  our  exhibits  will  spend  a great  deal  of  time  going  up  and 
down. 
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Mr.  Marlowe.  We  do  not  believe  so.  If  you  stretch  your  ex- 
hibits out  in  a flat  horizontal  plane  you  will  need  a building  that 
covers  a larger  part  of  your  site  and  it  will  have  a great  effect  on  con- 
struction cost.  Also,  people  get  tired  walking  on  a horizontal  plane. 
One  of  the  most  useful  devices  at  the  New  York  World’s  Fair  is  multi- 
level buildings  and  the  use  of  escalators.  I have  talked  to  one  of  the 
major  exhibitors  at  the  New  York  World’s  Fair,  to  Mr.  Dyne  of  A.T. 
& T.,  and  Mr.  Dyne  pointed  out  the  BeU  Telephone  escalators  were 
the  best  single  investment  they  made,  and  he  listed  five  reasons:  (1) 
safety;  (2)  mobility;  (3)  economy  of  installation,  because  the  stair 
wells  would  require  greater  costs;  (4)  riot  prevention;  and  (5)  comfort. 
People  are  thankful  for  escalators  because  they  get  tired  walking  on  a 
horizontal  plane. 

Mr.  Cederberg.  I certainly  hope  we  do  a better  job  at  the  Montreal 
Fair  than  we  did  at  the  New  York  Fair.  I consider  the  U.S.  pavilion 
at  the  New  York  World’s  Fair  quite  sad  in  comparison  with  the  build- 
ings of  some  of  the  States  and  of  some  of  the  other  countries. 

Off  the  record. 

(Discussion  off  the  record.) 

Mr.  Cederberg.  That  is  all  I have,  Mr.  Chairman. 

Mr.  Smith.  Mr.  Chairman. 

Mr.  Kooney.  Mr.  Smith? 

FABRICATED  THEATER 

Mr.  Smith.  The  material  for  this  theater  will  be  fabricated? 

Mr.  Marlowe.  Yes,  sir.  The  enclosure  will  have  a geon-coated 
nylon  covering. 

Mr.  Smith.  And  the  metals  will  be  specially  fabricated? 

Mr.  Marlowe.  Yes. 

Mr.  Smith.  Why  were  you  hesitant  in  saying  to  the  chairman  that 
it  wiU  not  be  on  a bid  basis? 

Mr.  Marlowe.  On  a competitive  bid  basis? 

Mr.  Smith.  Yes. 

Mr.  Marlowe.  It  might  well  be. 

Mr.  Smith.  I cannot  see  any  question  about  it.  Why  would  it  not 
be  on  a bid  basis? 

Mr.  Marlowe.  It  will  be.  I am  sorry,  su\  It  wiU  be  on  a bid 
basis. 

Mr.  Rooney.  How  many  concerns  in  the  United  States  are  in  a 
position  to  bid  on  this? 

Air.  Marlowe.  Ido  not  know. 

Air.  Smith.  WiU  it  be  generally  known  when  the  bidding  is  held? 

Air.  Marlowe.  Yes,  it  wiU  be  done  through  the  regular  bidding 
process. 

COST  OF  STEEL  STRUCTURE 

Mr.  Rooney.  What  is  the  basis  for  this  figure  of  $1,195,000  on 
page  9a  of  the  justifications?  Do  you  have  a breakdown  of  that? 

Mr.  Marlowe.  Yes,  sir.  (Handing  paper  to  the  chairman.) 

Mr.  Rooney.  This  does  not  give  us  any  information  beyond  what 
is  already  set  forth  at  page  9a.  AU  it  says  is  steel  structure,  including 
miscellaneous  hardware  and  fixtures,  $1,195,000.  I am  asking  for 
the  breakdown  of  the  $1,195,000. 
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Mr.  Marlowe.  Steel,  4,300,000  pounds  at  25  cents  a pound, 
$1,075,000;  transparent  skin  fastening  devices,  et  cetera,  $120,000; 
total  $1,195,000. 

Mr.  Rooney.  Is  this  aU  the  information  you  have  on  this? 

Mr.  Marlowe.  Yes. 

Mr.  Rooney.  This  is  all  you  have,  just  these  two  amounts? 

Mr.  Marlowe.  Yes,  sir;  $1,075,000  is  just  for  steel;  4,300,000 
pounds,  at  25  cents  a pound. 

EXHIBITS  ARCHITECTS 

Mr.  Rooney.  Who  are  the  design  architects  that  you  have  engaged? 
Mr.  Marlowe.  The  exhibits  architects  are  a mm  known  as  the 
Cambridge  Seven  Associates. 

Mr.  Rooney.  Where  are  they? 

Mr.  Marlowe.  Cambridge,  Mass. 

Mr.  Rooney.  Please  insert  at  this  point  in  the  record  fmther  infor- 
mation with  regard  to  the  background  of  this  firm,  who  comprise  it, 
and  what,  if  anything,  they  have  ever  done. 

Mr.  Marlowe.  Yes,  sh\  They  have  just  received  a prize 

Mr.  Rooney.  You  can  put  that  in  the  record. 

(The  information  follows :) 

Cambridge  Seven  Associates 

Cambridge  Seven  Associates,  Inc.,  is  a group  of  architects,  exhibit  designers,  and 
graphic  artists  who  organized  a company  in  September  1962  for  the  purpose  of 
combining  architecture  and  design  abilities  in  a single  office. 

The  two  principals  of  this  firm  are  Ivan  Chermayeff  and  Thomas  Geismar. 

ARCHITECTURAL  WORK  IN  CAMBRIDGE  OFFICE 

1.  New  England  Aquarium  for  the  New  England  Aquarium  Corp. 

2.  Special  Exhibits  Building  for  Boston  University  and  Franklin  Park  Zoo. 

3.  Small  Mammal  Exhibit  Building  for  Franklin  Park  Zoo. 

4.  Marina,  Medford,  Mass. 

5.  Faculty  housing,  dining  facility,  chapel  for  Stonehill  College. 

6.  Warehouse  to  apartments  (alteration),  Boston,  Mass. 

7.  Faculty  housing,  University  of  Connecticut. 

8.  Cambridge  port  Building  (alteration),  Cambridge,  Mass. 

9.  House  (alteration),  Nahant,  Mass. 

10.  Brattle  Theatre  (alteration),  Cambridge,  Mass. 

EXHIBITION  WORK  OF  CHERMAYEFF  & GEISMAR  OF  CAMBRIDGE  SEVEN 

1.  “John  F.  Kennedy  Library”  exhibit  (a  traveling  exhibit  on  President 
Kennedy). 

2.  “Amerika  Baut”  exhibition:  Berlin. 

3.  “70  Photographers  Look  at  New  York”  exhibition:  Museum  of  Modern  Art, 
New  York. 

4.  “Today  and  Tomorrow”  exhibition:  Museum  of  Modern  Art,  New  York. 

5.  “Visionary  Architecture”  exhibition:  Pepsi-Cola  Building,  New  York. 

6.  “Toys  From  All  Over”  exhibition:  Pepsi-Cola  Building. 

7.  “Graphic  Arts — USA”  exhibition:  USIA  traveling  exhibition  for  U.S.S.R. 

8.  Christmas  Exhibits:  Pepsi-Cola  Building. 

9.  “American  Institute  of  Architects”  exhibition  for  Skidmore,  Owings  & 
Merrill. 

10.  “Commonwealth  of  Puerto  Rico”  exhibition  at  New  York  World’s  Fair 
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Biographic  Data 


Cambridge  Seven  Associates,  Inc.,  129  Mount  Auburn  Street,  Cambridge,  Mass. 
Thomas  Geismar 

Age  33.  Brown  University,  B.A.,  Phi  Beta  Kappa;  Yale  University,  M.F.A., 
Graphic  Design,  1955. 

Ivan  Chermayeff 

Age  32.  Phillips  Academy,  Andover,  1950;  Harvard  College,  1951-53;  Insti- 
tute of  Design,  I.I.T.,  Chicago,  1953-55;  Yale  University,  B.F.A.,  1956. 

Terry  Rankine 

Age  37.  Edinburgh  University,  D.A.,  Architecture,  D.A.,  Town  Planning. 
Associate  of  the  Royal  Institute  of  British  Architects,  A RIBA;  associate  member 
of  the  Town  Planning  Institute,  AMPTI.  Registered  architect  in  the  United 
Kingdom. 

Alden  Christie 

Age  29.  Harvard  College,  A.B.,  1957;  Harvard  University,  Graduate  School 
of  Design,  B.  Arch.,  1961;  Alpha  Rho  Chi  Medal,  1961. 

Louis  Bakanowsky 

Age  33.  Syracuse  University,  B.F.A.  magna  cum  laude,  1957;  Yale  University, 
Department  of  Architecture,  1955-56;  Harvard  University,  Graduate  School  of 
Design,  B.  Arch.,  1961.  A.I.A.  Medal,  1961. 

Peter  Chermayeff 

Age  28.  Phillips  Academy,  Andover,  1963;  Harvard  College,  A.B.  magna  cum 
laude,  1957;  Harvard  University,  Graduate  School  of  Design,  M.  Arch.,  1962. 

Paid  Dietrich 

Age  38.  University  of  Nebraska,  B.S.,  Bus.  Adm.,  1949;  Institute  of  Design, 
I.I.T.,  Chicago,  1951-53;  Harvard  University,  Graduate  School  of  Design,  B. 
Arch.,  1956. 

Mr.  Rooney.  If  there  are  no  further  questions,  gentlemen,  we 
shall  now  recess  until  2 o’clock  this  afternoon. 


COMMISSION  ON  INTERNATIONAL  RULES  OF  JUDICIAL 

PROCEDURE 


OSCAR  cox,  CHAIRMAN 
JARRY  LEROY  JONES,  DIRECTOR 

KATHERINE  DREW  HALLQARTEN,  ASSISTANT  DIRECTOR 


Mr.  Rooney.  The  committee  will  please  come  to  order. 

The  next  item  to  which  we  shall  direct  our  attention  this  afternoon 
is  entitled  “Commission  on  International  Rules  of  Judicial  Procedure,” 
a supplemental  request  for  fiscal  year  1965  in  the  amoimt  of  $79,000, 
to  be  available  from  January  1,  1964,  and  to  remain  available  until 
June  30,  1965,  which  in  itself  is  highly  unusual.  This  is  to  be  found 
at  ge  22  of  House  Document  No.  80. 


ere  are  a number  of  pages  furnished  the  committee  alleged  to 
be  justifications  which  we  shall  insert  at  this  point  in  the  record, 
to  wit,  pages  2 through  15  thereof. 

(The  pages  follow:) 


Monday,  March  8,  1965. 


WITNESSES 


Salaries  and  Expenses 


202 


Salaries  and  Expenses 

'‘For  expenses  necessary  for  the  Commission  on  International  Rules  of  Judicial 
Procedure,  $78,763,  to  he  available  from  January  1,  1964,  and  to  remain  available 
until  June  30,  1965.” 

JUSTIFICATION 

An  appropriation  of  $17,763  is  requested  for  the  second  half  of  fiscal  year  1964, 
and  $61,000  for  fiscal  year  1965,  as  authorized  by  the  act  of  August  30,  1964 
(Public  Law  88-522)  amending  the  act  of  September  2,  1958  (Public  Law  85-906), 
as  amended. 

Except  for  an  appropriation  of  $10,000  made  by  the  Supplemental  Appropria- 
tions Act,  1963,  in  May  1963,  the  Commission  has  had  no  appropriations  since 
calendar  year  1959.  After  its  request  for  an  appropriation  was  denied  in  1959,  the 
Commission,  with  the  approval  of  the  President,  sought  private  funds  with  which 
to  carry  out  its  congressional  mandate.  From  January  1,  1960  to  December  31, 
1962  it  operated  on  a grant  of  $350,000,  made  by  the  Carnegie  Corp.  to  Columbia 
University  for  the  purpose  of  a joint  program  of  research  and  study  of  international 
judicial  assistance  in  collaboration  with  the  Commission.  The  funds  allocated 
from  the  Carnegie  grant  for  the  work  of  the  Commission  were  exhausted  on 
December  31,  1962,  and  the  Commission  was  without  funds  until  the  receipt  of  the 
$10,000  appropriated  by  the  Supplemental  Appropriations  Act,  1963.  The 
$10,000  was  insufficient  to  defray  even  the  minimum  expenses  of  the  Commission 
for  the  calendar  year  1963. 

In  April  1963  at  the  hearings  on  the  supplemental  appropriations  bill,  1963  the 
House  and  Senate  Appropriations  Committees  were  told  that  although  the  expira- 
tion date  of  the  Commission  was  then  December  31,  1963,  the  Commission 
intended  to  request  the  Congress  to  extend  the  life  of  the  Commission  for  another 
5 years  to  enable  it  to  complete  the  tasks  for  which  it  had  been  established.  Such 
legislation  was  requested  on  May  29,  1963,  and  the  Commission  hoped  that  the 
extension  would  become  law  in  ample  time  for  its  appropriation  request  for  the 
second  half  of  fiscal  year  1964,  and  for  fiscal  year  1965,  to  be  included  in  a regular 
appropriation  bill  for  1965. 

Bills  providing  for  the  5-year  extension  were  introduced  in  the  House  and 
Senate  in  September  1963.  H.R.  9436,  extending  the  Commission  for  3 years,  to 
December  31,  1966,  rather  than  for  the  5 years  requested,  passed  the  House  on 
December  17,  1963. 

It  was  not  until  August  14,  1964,  that  H.R.  9436  passed  the  Senate,  without 
amendment.  It  was  approved  August  30,  1964,  too  late  for  the  Commission’s 
request  to  be  included  in  the  regular  appropriation  bill  for  fiscal  1965.  The 
Commission  had  thus  lost  the  opportunity  to  go  before  the  regular  appropriations 
committees  and  had  no  choice  but  to  go  up  on  a supplemental.  Its  request,  for- 
warded to  the  Bureau  of  the  Budget  on  August  15,  1964,  was  held  at  the  Bureau 
pending  word  from  Congress  as  to  whether  the  House  would  hold  any  further 
hearings  on  the  supplemental  bill  for  1965. 

When  the  Bureau  was  notified  on  or  about  September  18,  that  the  House  com- 
mittee would  receive  no  further  requests,  the  Commission’s  request  was  forwarded 
to  the  Senate  where  a hearing  was  held  before  the  Senate  Appropriations  Com- 
mittee on  September  22. 

The  final  result  was  that  the  conference  committee  denied  the  Commission’s 
request  in  toto,  leaving  the  Commission  wholly  without  funds  within  a matter  of 
days  of  the  enactment  of  an  extension  of  the  life  of  the  Commission  to  December 
31,  1966,  with  an  open  end  authorization  (Public  Law  88-522). 

The  funds  requested  for  the  second  half  of  fiscal  1964  are  needed  to  enable  the 
Commission  to  pay  the  accrued  expenses  of  maintaining  the  office  of  the  Com- 
mission on  a standby  basis,  including  the  compensation  of  the  Director  and  his 
Assistant  who  have  continued  to  serve  full  time  since  December  31,  1963,  while 
the  extention  legislation,  H.R.  9436,  was  pending  in  the  Senate,  and  since  its 
enactment  as  Public  Law  88-522.  The  funds  requested  for  fiscal  year  1965  are 
needed  to  enable  the  Commission  to  pay  the  accrued  and  current  expenses  of 
maintaining  the  office  and  minimum  staff  on  a standby  basis  for  the  first  9 months, 
and  on  a minimal  operating  basis  for  the  last  3 months  of  fiscal  1965.  The  request 
for  funds  for  that  year  inserted  in  the  supplemental  appropriation  bill,  1965,  in 
September  1964  contemplated  active  operation  in  the  last  6 months  of  fiscal  year 
1965.  The  request  was  denied  in  toto,  as  stated  above,  with  the  result  that  the 
request  for  fiscal  1965  funds  must  now  be  modified  as  indicated. 

The  Commission  has  sent  to  the  Bureau  of  the  Budget  a request  for  funds  for 
fiscal  year  1966  to  be  included  in  the  regular  budget.  The  granting  of  the  supple- 
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mental  appropriation  here  requested  will  enable  the  Commission  to  avoid  having 
to  operate  on  a standby  or  minimal  basis  for  still  another  6 months — the  first 
6 months  of  fiscal  1966 — or  a total  of  18  months.  The  granting  of  this  supple- 
mental request  will  thus  promote  efficient  operation  and  will  put  the  Commission 
ahead  6 months  toward  the  completion  of  the  program  for  which  Congress 
established  it. 

Had  the  Commission  received  in  October  1964  the  appropriation  it  requested, 
it  would  have  had  a full  10  months — October  1964-June  30,  1965 — in  which  to 
complete  hiring  its  specialized  and  clerical  staff  and  to  plan  for  and  commence 
an  active  program.  On  July  1,  1966,  it  could  thus  have  had  a full  year  of  activity 
ahead  of  it  toward  completion  of  its  program. 

The  denial  of  the  Commission’s  September  1964  appropriation  request  means 
that  even  if  this  supplemental  request  is  granted,  in  the  months  of  October, 
November,  December,  1964,  January,  and  possibly  February  and  March  1965 — 
a total  of  6 months — the  Commission  is  compelled  to  operate  on  only  a standby 
or  minimal  basis,  and  will  also  lose  operating  time  at  the  beginning  of  fiscal  year 
1966.  If  this  supplemental  request  is  granted  it  will  at  least  salvage  3 of  the  10 
months  of  fiscal  1965  and  that  portion  of  fiscal  1966  that  would  otherwise  be  lost 
toward  completion  of  its  program. 

The  Commission’s  authorization  clearly  permits  appropriations  at  this  time 
for  fiscal  years  1964  and  1965.  Senate  Report  1385,  to  accompany  H.R.  9436, 
reads  in  part  as  follows: 

* * * “The  committee  wishes  to  make  it  clear  that  while  the  bill  calls  for  an 
open  end  authorization  for  expenses  of  the  Commission,  it  is  the  sense  of  the 
committee  that  the  total  authorization  for  the  Commission  for  this  3-year  exten- 
sion should  not  exceed  the  sum  of  $500,000.  Furthermore,  the  Commission  will 
have  to  justify  this  proposed  sum  before  the  Appropriations  Committees  of  the 
Congress. 

“The  enactment  of  this  bill  is  intended  to  be  retroactive.  The  committee 
contemplates  that  reappointment  of  the  members  of  the  Commission  and  Advisory 
Committee  will  be  unnecessary,  and  that  the  Commission  shall  continue  to  have 
the  same  status  as  if  the  bill  had  been  enacted  prior  to  December  31,  1963.  In 
the  opinion  of  the  committee  it  is  not  necessary  to  amend  the  bill  to  accomplish 
this  purpose.” 

The  Commission  was  established  for  the  purposes  prescribed  in  section  2 of 
Public  Law  85-906,  as  follows: 

“The  Commission  shall  investigate  and  study  existing  practices  of  judicial 
assistance  and  cooperation  between  the  United  States  and  foreign  countries 
with  a view  to  achieving  improvements.  To  the  end  that  procedures  necessary 
or  incidental  to  the  conduct  and  settlement  of  litigation  in  State  and  Federal 
courts  and  quasi-judicial  agencies  which  involve  the  performance  of  acts  in  foreign 
territory,  such  as  the  service  of  judicial  documents,  the  obtaining  of  evidence, 
and  the  proof  of  foreign  law,  may  be  more  readily  ascertainable,  efficient,  eco- 
nomical, and  expeditious,  and  that  the  procedures  of  our  State  and  Federal 
tribunals  for  the  rendering  of  assistance  to  foreign  courts  and  quasi-judicial 
agencies  be  similarly  improved,  the  Commission  shall— 

“(a)  draft  for  the  assistance  of  the  Secretary  of  State  international  agree- 
ments to  be  negotiated  by  him; 

(b)  draft  and  recommend  to  the  President  any  necessary  legislation; 

“(c)  recommend  to  the  President  such  other  action  as  may  appear  advis- 
able to  improve  and  codify  international  practice  in  civil,  criminal,  and 
administrative  proceedings;  and 

“(d)  perform  such  other  related  duties  as  the  President  may  assign.” 

The  program  which  the  Congress  has  set  forth  in  section  2 has  been  resolved, 
roughly  into  three  parts.  First,  a study  of  the  law  and  practice  of  judicial  assist- 
ance of  the  United  States  and  State  courts,  the  recommendation  of  revisions  of 
the  Federal  Rules  of  Civil  and  Criminal  Procedure  and  the  appropriate  Federal 
statutes,  and  the  preparation  of  a uniform  State  law  for  adoption  by  the  several 
States.  Second,  a comprehensive  study  of  the  law,  practice,  and  pohcy  of  inter- 
national judicial  assistance  of  the  courts  and  foreign  offices  of  foreign  countries, 
and  the  preparation  of  materials  for  the  guidance  of  the  bench  and  bar  of  the 
United  States  in  utilizing  the  pertinent  amended  U.S.  and  State  rules  and  statutes. 
Third,  the  reform  and  improvement  of  international  practices  in  judicial  assistance 
by  appropriate  techniques  which  include  the  drafting  of  international  procedural 
agreements  for  negotiation  by  the  Secretary  of  State.  By  these  international 
procedural  agreements  the  “procedures”  mentioned  in  section  2 are  to  be  made 
“more  readily  ascertainable,  efficient,  economical,  and  expeditious.” 
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Although  studies  in  some  areas  of  domestic  law,  such  as  the  international 
judicial  assistance  available  to  administrative  tribunals  and  procedure  on  extradi- 
tion, remain  to  be  completed,  the  first  part  of  the  Commission’s  program  has 
been  substantially  accomplished.  The  most  important  parts  of  the  program, 
parts  2 and  3,  remain  to  be  undertaken. 

When,  in  1959,  the  Congress  failed  to  appropriate  funds  to  enable  the  Com- 
mission to  carry  on  its  work  during  the  period  after  December  31,  1959,  for  which 
the  Congress  had  extended  its  life,  the  Commission  decided  to  seek  other  means 
of  obtaining  funds.  The  time  needed  to  resolve  this  unusual  dilemma  meant 
that  the  Commission  was  completely  without  funds  for  the  first  6 months  of  the 
calendar  year  1960.  Pursuant  to  the  approval  of  the  President,  the  Commission, 
late  in  1959,  sought  funds  from  private  sources.  In  April  of  1960,  the  Carnegie 
Corp.  announced  a grant  of  $350,000  to  Columbia  University  for  a study  of 
international  judicial  procedure  in  collaboration  with  the  Commission.  The 
funds  were  made  available  in  July  1960.  The  Columbia  University  Law  School 
established  a project  on  international  procedure  to  carry  out  a program  and 
administer  the  grant. 

That  part  of  the  Commission’s  statutory  program  which  was  most  suitable 
for  private  collaboration  was  chosen.  It  was  determined  to  make  a study  of 
the  law  and  practice  of  international  judicial  assistance  of  the  Federal  and  State 
courts,  and  to  draft  and  recommend  revisions  of  the  Federal  rules  of  procedure, 
the  Federal  statutes,  and  State  law,  as  the  first  step  in  the  “improvements”  of 
existing  international  practices  which  Congress  set  as  the  ultimate  objective  in 
establishing  the  Commission. 

The  legislative  recommendations,  which  constitute  the  substantial  accomplish- 
ment of  the  first  part  of  the  Commission’s  statutory  program  are  set  forth  as 
annexes  I,  II,  and  III  of  the  Fourth  Annual  Report  of  the  Commission  (H.  Doc. 
No.  88,  88th  Cong.,  1st  sess.).  Unless  parts  2 and  3 are  also  undertaken  and 
completed,  the  Commission  will  not  have  accomplished  the  purpose  for  which 
it  was  established. 

The  principal  deficiencies  and  difficulties  of  international  practice  lie  in  the  dispar- 
ate law,  practice,  and  policy  of  foreign  governments,  and  revisions  of  the  Federal 
and  State  rules  of  procedure  and  statutes  are,  alone,  insufficient  to  effect  the  desired 
improvements.  They  must  be  followed  by  comparable  revisions  of  foreign  law 
and  practice.  Only  a harmonization  of  domestic  and  foreign  law  and  practice 
will  bring  maximum  improvement  to  existing  international  practice.  Further- 
more, the  revisions  of  the  Federal  judicial  and  criminal  codes  recommended  by 
the  Commission  (annex  I to  the  fourth  annual  report,  and  H.R.  9435  which  was 
enacted  as  Public  Law  88-619)  will  greatly  improve  the  judicial  assistance  avail- 
able in  the  United  States  to  foreign  courts,  but  will  do  less  to  benefit  litigants  in  our 
own  courts.  The  same  is  true  of  the  Uniform  Interstate  and  International  Pro- 
cedure Act  (annex  III  to  the  fourth  annual  report)  which  the  Commission  and  the 
Columbia  project  recommended  to  the  National  Conference  of  Commissioners  on 
Uniform  State  Laws  and  which  the  conference  and  the  American  Bar  Association 
have  approved.  It  is  now  being  considered  for  adoption  by  the  States,  and  has 
been  adopted  by  at  least  one  State. 

The  amendments  to  the  Federal  Rules  of  Procedure  (annex  II  to  the  Commis- 
sion’s fourth  annual  report)  will  not  be  of  greatest  utility  to  the  bench  and  bar 
unless  the  Commission  makes  a study  of  and  publishes  information  on  the  prac- 
tice and  procedure  of  the  principal  countries  of  the  world  and  then  takes  steps  by 
drafting  procedural  agreements  or,  otherwise,  to  induce  foreign  countries  to  permit 
their  use  in  their  jurisdictions.  For  example,  civil  rule  4(i),  which  became  effec- 
tive July  1,  1963,  provides  five  manners  of  serving  process  abroad.  But  the  prac- 
titioner will  not  ordinarily  know  which  of  these  methods  may  be  used  in  a given 
country  unless  the  Commission  obtains  and  makes  the  information  available  to 
him.  The  same  is  true  of  rule  28(b)  which  provides  three  methods  of  obtaining 
testimony  abroad.  In  some  foreign  countries  the  use  of  two  of  these  methods  is 
forbidden  or  restricted,  and  the  use  of  the  third  is,  at  best,  unsatisfactory.  Sim- 
ilarly, the  revisions  of  section  1783  and  section  1784  of  the  judicial  code  providing 
for  serving  subpenas  in  foreign  countries  and  the  revision  of  section  3491  of  the 
criminal  code  providing  for  proving  foreign  business  records  in  criminal  cases,  as 
contained  in  Public  Law  88-619,  will  not  be  completely  useful  until  information  on 
foreign  law  and  policy  is  gathered  and  published  and  foreign  countries  modify 
their  law  and  policy  to  permit  their  use. 

The  Columbia  project,  as  part  of  its  own  program,  made  a study  of  the  law 
and  practice  of  judicial  assistance  in  civil  cases  of  the  countries  of  Western 
Europe.  It  is  expected  that  these  studies  will  be  published  in  book  form  early 
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in  1965  and  should  provide  substantially  all  the  information  on  the  international 
practice  and  procedure  in  civil  litigation  of  the  countries  of  Western  Europe 
needed  by  the  Commission  in  the  next  two  phases  of  its  program.  The  Com- 
mission, however,  will  have  to  make  its  own  studies  of  the  law  and  practice  in 
criminal  and  administrative  matters  of  the  countries  of  Western  Europe,  and  of 
international  judicial  assistance  in  all  its  branches  in  the  principal  countries  of 
all  the  rest  of  the  world. 

During  the  period  of  collaboration  with  the  Columbia  University  Law  School 
project  on  international  procedure,  the  research  and  drafting  were  done,  in 
greater  part,  in  New  York  City  at  the  university.  The  Commission  maintained 
in  Washington  no  staff  other  than  its  Director,  one  attorney,  and  one  stenographer. 
The  office  space  occupied  by  the  Commission’s  staff  was  small.  The  Commission 
had  little  or  no  furniture  or  equipment  of  its  own.  It  is  now  necessary  for  the 
Commission  to  employ  its  own  staff  in  sufficient  numbers  to  carry  out  its  program, 
and  it  will  require  appropriate  office  space,  furniture,  and  equipment  as  if  it  were 
a new  agency. 

The  Commission  will  not  be  able  to  make  satisfactory  progress  toward  the 
completion  of  its  program  as  set  forth  in  section  2 of  the  act  of  September  2,  1958, 
in  the  remaining  year  and  a half  of  the  3-year  extension  provided  by  Public  Law 
88-522,  unless  sufficient  funds  are  received  to  permit  the  Commission  to  embark 
on  a crash  program,  with  an  adequate  specialized  professional  staff  and  clerical 
personnel. 

Judging  by  the  5 years  taken  by  the  Columbia  project  to  gather,  edit,  and 
publish  the  information  relative  to  the  procedure  and  practice  in  civil  litigation 
of  the  countries  of  Western  Europe,  it  is  estimated  that,  even  with  the  most 
ample  financing,  3 years  at  least  will  be  necessary  to  complete  the  second  part 
of  its  program;  i.e.,  to  obtain,  edit,  and  publish  reports  on  the  law  and  practice 
of  judicial  assistance  in  all  its  aspects  of  the  principal  countries  of  the  rest  of  the 
world. 

The  procedure  which  will  be  followed  is  substantially  as  follows:  For  a given 
country,  a jurist,  either  a professor  of  procedure,  judge,  or  a practicing  lawyer 
who  is  an  expert  proceduralist,  will  be  employed  as  a consultant  to  write  a report 
on  the  law  and  practice  of  international  judicial  assistance  of  his  country.  This 
will  be  written  according  to  a standard  outline  which  has  been  used  by  the 
Columbia  project  in  gathering  information  on  the  law  and  practice  of  Western 
Europe.  If  written  in  a foreign  language,  the  report  will  be  translated  into 
English. 

On  behalf  of  the  Commission,  the  Columbia  project  has  previously  prepared 
for  the  Pan  American  Union  for  the  use  of  the  Inter- American  Juridical  Committee 
an  exhaustive  report  on  U.S.  procedure  and  practice,  entitled  “International 
Cooperation  in  Civil  Litigation — A Report  on  Practices  and  Procedures  Prevailing 
in  the  United  States.”  This  report  had  been  requested  by  the  Pan  American 
Union  in  compliance  with  resolutions  of  the  Inter- American  Juridical  Committee 
in  1959  and  1960.  This  same  report,  with  the  inclusion  of  two  additional  topics, 
was  used  by  the  Columbia  project  as  the  basic  U.S.  report  for  a Conference  on 
International  Judicial  Assistance  held  in  Varese,  Italy,  in  1961,  by  the  Italian- 
United  States  Center  of  Judicial  Studies  with  the  cooperation  of  the  Institute  of 
Judicial  Administration  of  New  York  University.  Because  of  the  promulgation 
of  the  revised  rules  of  procedure  recommended  by  the  Commission,  and  the 
enactment  of  Public  Law  88-619  amending  the  Judicial  Code  and  the  Criminal 
Code,  it  will  be  necessary  to  revise  and  update  the  report.  The  report  will  then 
be  translated  into  the  language  of  each  principal  foreign  country. 

Once  the  report  on  the  law  and  practice  of  a foreign  country  is  prepared  and 
translated,  a conference  will  be  held  in  the  foreign  country.  The  conference 
will  be  attended  by  the  principal  procedural  experts  of  that  country — law  teachers, 
judges,  practicing  lawyers,  and  those  government  officials  having  charge  of  judical 
assistance  matters  in  the  foreign  ministry  and  the  ministry  of  justice  of  the  country. 
A limited  number  of  procedural  experts  from  the  United  States  will  also  attend. 
The  conference  will  discuss  all  aspects  of  the  juridical  relations  between  the  United 
States  and  that  country  and  will  prepare  a statement  of  principles  agreed  upon  by 
participants  from  both  countries  as  necessary  to  the  reconciliation  and  unification 
of  the  two  systems  of  procedure.  Should  it  become  evident  that  the  procedural 
difficulties  between  the  two  countries  can  best  be  solved  by  treaty,  the  conference 
will  agree  upon  a set  of  rules,  or  specific  provisions,  to  be  recommended  to  the 
respective  governments  for  embodiment  in  a treaty. 

It  is  not  expected  that  it  will  be  necessary  to  hold  a conference  in  every  foreign 
country;  nor  is  it  expected  that  it  will  be  necessary  to  draft  a treaty  for  each. 
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Countries  where  we  have  the  most  frequent  occasions  to  serve  judicial  documents, 
or  to  obtain  evidence,  with  which  our  juridical  relations  are  most  troubled,  or 
which  have  manifested  the  greatest  interest  in  improving  them,  will  be  given 
first  attention. 

A pattern  for  this  type  of  conference  has  already  been  set  by  the  Varese  and 
Varenna  Conferences  on  International  Judicial  Assistance  held  by  the  Italian- 
United  States  Center  of  Judicial  Studies  in  Italy  in  1960  and  1961. 

The  third  and  last  part  of  the  Commission’s  program  will  be  as  follows:  As 
complete  information  on  the  law  and  practice  of  a country  is  received,  and  especially 
as  a conference  is  held  which  results  in  an  agreed  statement  of  rules  to  be  proposed 
for  adoption  in  a treaty  or  convention,  the  Commission  will  draft  such  a treaty 
for  the  assistance  of  the  Secretary  of  State.  The  Commission,  with  its  Advisory 
Committee  and  Director,  will,  upon  request,  supply  technical  assistance  to  the 
Secretary  in  the  negotiation  of  the  treaties. 

It  appears  probable  that,  by  the  end  of  5 years,  with  continuous,  adequate 
financing,  the  Commission  will  have  collected  sufficient  information  on  foreign 
law,  practice,  and  policy  and  will  have  drafted  a sufficient  number  of  treaties  for 
representative  countries  so  that  a pattern  will  have  been  established  which  will 
permit  the  Commission  to  terminate  and  the  Department  of  Justice  and  the 
Department  of  State  to  assume  its  remaining  tasks.  The  sooner  the  Commission 
is  put  on  a regular  and  adequate  fiscal  basis,  the  sooner  it  will  it  complete  its  task. 

The  funds  are  needed  for  the  following  specific  purposes: 


For  the  2d  half  fiscal  year  1964 

Compensation: 

Director $10,  000.  00 

Assistant  to  Director  (attorney) 7,  500.  00 


Total 17,500.00 


Expense: 

Telephone 94.  17 

Taxi  and  bus  fares 3.  90 

Travel 89.  05 

Pocket  parts  and  supplements,  U.S.  Code  Annotated 76.  00 


Total 263.  12 


Grand  total 17,  763.  12 


For  fiscal  year  1965 


Compensation 

Expenses 

Commission: 

Fees  (3  public  members  at  $50  per  day,  1 meeting)--  - - 

$150 

Travel  (5  members)  _ 

$750 
2, 000 

Advisory  committee:  Travel  expenses  (15  members,  1 meeting)  - - - 

Staff: 

Professional  (3) : 

Director  - - - 

24, 500 
18, 935 
3,018 
r 1, 376 

1 1,376 

49, 355 

Assistant  to  Director  (attorney)  --  ----  

Research  and  editorial  attorney  (3  months,  at  $12,075) - - _ 

Clerical  (2):  Stenographers  (2  for  3 months,  at  $5,505) 

Total  - - 

Personnel  benefits - --  - - _ - 

3,700 

500 

Travel: 

Domestic  - - 

Foreign  - - - - 

1,500 

1,000 

2,000 

200 

200 

Contractual  services  - - 

Printing  and  reproduction - - 

Books,  periodicals,  and  loose-leaf  services 

Communications 

Postage  and  fees  - 

100 

Supplies  and  miscellaneous - 

500 

Total 

12, 450 

>1,000) 

Grand  total 

61,805  (6 
1 
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Mr.  Rooney.  Now,  Mr.  Cox,  you  have  the  ball.  You  may  proceed. 

General  Statement 

Mr.  Cox.  All  right.  I have  a very  brief  statement  which  I would 
like  to  offer  for  the  record  and  give  you  in  about  2 minutes  a summary 
of  it. 

(The  following  was  submitted  for  the  record:) 

Statement  of  the  Chairman  of  the  Commission  on  International  Rules  of 

Judicial  Procedure 

I am  here  today  to  speak  to  you  about  a unique  Government  agency — the 
Commission  on  International  Rules  of  Judicial  Procedure.  The  work  of  the 
Commission  is  highly  technical,  calling  for  the  services  of  experienced  lawyers 
specializing  in  the  segment  of  the  law  known  as  international  judicial  assistance. 

Specialized  as  it  is,  there  is  nevertheless  hardly  a citizen  in  whatever  walk  of 
life,  whether  he  travels  or  never  leaves  home,  who  would  not  at  some  time  reap 
some  benefits  from  the  work  of  the  Commission. 

The  Commission  is  prepared,  immediately  on  receipt  of  funds,  to  commence 
the  work  which  will  launch  an  energetic  and  practical  program.  That  this  con- 
tinuity is  possible  without  an  uneconomical  gap  is  due  to  the  fact  that  the  Director 
and  his  assistant  have  willingly  continued  working  for  the  Commission  during  the 
many,  many  months,  reaching  into  years,  when  the  Commission  has  been  without 
funds  to  pay  them  the  salaries  their  positions  call  for,  and  where  they  had  no 
clerical  help  except  such  as  my  own  private  office  provided  free  from  time  to 
time. 

The  program  for  which  we  are  seeking  funds  is  unique,  because  its  activities 
abroad  are  designed  to  bring  aid — that  is,  judicial  assistance,  to  our  people  here 
at  home — to  the  businessman,  the  trader,  the  investor,  the  traveler,  the  individual 
citizen  with  an  inheritance,  an  adoption  or  other  domestic  relations  problem 
which  involves  him  in  procedures  of  foreign  legal  systems.  To  put  it  more  spe- 
cifically, whether  he  wins  or  loses  may  depend,  for  example,  on  his  being  able  to 
prove  the  authenticity  of  a foreign  document,  to  obtain  testimony  of  a witness 
located  in  a foreign  country,  to  prove  foreign  laws  or  to  obtain  enforcement  of  a 
judgment.  Our  subject  today  is  what  we  may  call  domestic  aid. 

Mr.  Harry  LeRoy  Jones,  Director  of  the  Commission  on  International  Rules 
of  Judicial  Procedure  is  prepared  to  give  you  the  details  on  our  plans  for  the  future. 

Mr.  Cox.  This  Commission  is  something  which  I think  can  be  of 
great  help  to  citizens  of  the  United  States,  whether  it  be  in  an  adop- 
tion proceeding  or  in  getting  facts  or  proof  in  any  dispute  which 
American  citizens  may  have  where  etddence  has  to  be  secured  abroad 
or  witnesses  have  to  be  questioned  abroad  or  where  it  may  be  neces- 
sary to  enforce  a judgment  abroad. 

Mr.  Rooney.  Excuse  me.  Who  are  these  other  folks? 

Mr.  Cox.  This  is  Harry  LeRoy  Jones,  the  Director  of  the  Commis- 
sion; and  this  is  Mrs.  Katherine  Drew  Hallgarten,  our  Assistant 
Director. 

The  Commission  has  acted  without  compensation  except  when  they 
travel  on  per  diem.  Mr.  Harry  LeRoy  Jones  and  Mrs.  Hallgarten 
have  been  serving  for  many  months  with  no  pay  at  all.  The  rest  of 
the  contribution  in  terms  of  stenographic  services  and  papers  and 
letters,  and  so  forth,  I have  contributed  out  of  my  office  as  well  as 
my  own  services  which  I could  use  for  other  purposes. 

So  far  there  has  been  a long  history  of  delay  in  appropriations,  but 
I think  in  the  main  that  has  been  due  to  misunderstandings  of  fact. 

Mr.  Rooney.  There  have  been  no  misunderstandings  of  fact  in 
regard  to  this.  We  thoroughly  understand  the  situation,  your  state- 
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ments  to  the  contrary  notwithstanding,  which  we  have  already  read 
with  interest. 

Mr.  Cox.  I was  not  talking  only  about  the  House  end,  I was  also 
talking  about  the  Senate  end.  As  far  as  I know,  on  the  merits  I 
think  the  appropriation  is  highly  justified. 

Mr.  Rooney.  Are  you  saying  the  Senate  did  not  understand  it 
any  better  than  we  did? 

Mr.  Cox.  As  I understand,  the  last  time  the  authorization  legisla- 
tion was  passed  after  the  regular  request  had  gone  in. 

LEGAL  AUTHORITY  FOR  1964  OPERATIONS 

Mr.  Rooney.  How  much  are  you  requesting  for  fiscal  1964?  This, 
I think,  is  shown  at  page  14  of  these  justifications  and  the  amount  is 
$17,763.  By  what  legal  authority  were  you  operating  during  fiscal 
1964  prior  to  the  passage  of  Public  Law  88-522? 

Mr.  Cox.  Well,  the  bill  was  pending 

Mr.  Rooney.  The  question  is,  by  what  legal  authority  were  you 
operating?  I am  sorry,  I may  have  interrupted  you  when  you  perhaps 
were  going  to  give  a good  and  responsive  answer. 

Mr.  Cox.  My  answer  is  that  the  bill  renewing  the  authorization 
was  pending  and  we  felt  the  work  was  necessary  to  go  on  whether 
the  reenactment  came  through  or  not.  The  reenactment  came 
through  and  it  was  made  retroactive. 

Mr.  Rooney.  This  I have  never  heard  of  before,  but  I will  ask  the 
next  question: 

How  much  are  you  requesting  for  fiscal  1965?  $61,000? 

Mr.  Cox.  I think  that  is  the  figure. 

LEGISLATIVE  HISTORY  OF  COMMISSION 

Mr.  Rooney.  I think  it  might  be  well,  for  the  record,  to  review 
the  entire  legislative  history  of  this  Commission. 

When  was  this  Commission  first  established  and  by  what  authority? 

Mr.  Cox.  May  Mr.  Jones  answer  that  question?  He  has  been 
with  it  from  the  start. 

Mr.  Jones.  May  I cover  that  in  my  statement,  please? 

Mr.  Rooney.  How  many  statements  are  we  going  to  have?  I 
thought  Mr.  Cox  was  speaking  for  the  Commission. 

When  was  this  Commission  first  established  and  by  what  authority? 

Mr.  Jones.  The  Commission  was  first  established  by  the  act  of 
September  2,  1958,  Public  Law  85-906. 

ORIGINAL  ESTIMATE  OF  COST  OF  COMMISSION 

Mr.  Rooney.  'What  was  the  House  of  Representatives  advised  as 
to  the  cost  during  the  discussion  of  the  bill,  H.R.  4642,  which  became 
Public  Law  85-906? 

Mr.  Jones.  When  that  bill  was  called  on  the  consent  calendar  in 
1958 

Mr.  Rooney.  That  question  calls  for  an  amount. 

Mr.  Jones.  It  calls  for  an  explanation  also,  if  you  please. 

Congressman  Aspinall  asked  the  proponents  of  the  bill — Repre- 
sentative Walter  was  handling  the  biU  for  the  subcommittee — as  to 
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how  much  the  cost  would  he  and  Congressman  Walter  answered  he 
thought  the  cost  would  be  nominal. 

Mr,  Rooney.  No;  he  skid  he  could  not  envision  the  cost  exceeding 
$5,000  at  the  most. 

Mr.  Jones.  That  is  right. 

COST  OF  COMMISSION  TO  DATE 

Mr.  Rooney.  How  much  has  been  spent  up  to  now  on  this  Com- 
mission? 

Mr.  Jones.  The  Government  has  spent  in  direct  appropriations 
$35,000  with  another  $16,000. 

May  I please  pursue  your  original  question  further? 

Mr.  Rooney,  You  have  already  answered  it.  I read  Mr.  Walter’s 
statement : 

I could  not  imagine  the  cost  exceeding  $5,000  at  the  most. 

Mr.  Jones.  That  was  the  cost  of  a bill  that  had  an  open  end 
authorization,  that  provided  fees  and  traveling  expenses  for  a Com- 
mission of  24  persons. 

Mr.  Rooney.  You  can  draw  your  own  inferences  from  what 
occurred  on  that  occasion,  but  I should  like  to  indicate  here  in  the 
record  the  colloquy  from  which  you  are  drawing  these  inferences 
you  are  now  presenting. 

According  to  your  own  statement,  when  H.R.  4642  was  called  on 
the  Consent  Calendar  February  3,  1958,  the  following  colloquy 
occurred : 

Mr.  Aspinall.  Reserving  the  right  to  object,  Mr.  Speaker,  and  I do  not  intend 
to  object  if  I get  the  right  answer  to  my  question,  will  someone  who  is  interested 
in  this  bill  tell  us  approximately  what  it  will  cost? 

Mr.  Walter.  As  far  as  we  know  the  cost  will  be  very  nominal  because  the 
study  contemplated  will  not  require  the  establishment  of  a large  staff. 

Then  Mr.  Walter  said: 

I could  not  imagine  the  cost  exceeding  $5,000  at  the  most. 

Mr.  Celler.  If  the  gentleman  will  yield,  I agree  with  the  gentleman  from 
Pennsylvania  that  the  cost  would  be  very  nominal  and  mostly  possible  to  defray 
the  cost  of  some  representative  abroad.  Most  of  the  work  will  be  done  here  by 
members  of  the  American  Bar  Association  and  other  bar  associations  as  well  as 
the  Justice  Department. 

Mr.  Aspinall.  I withdraw  my  reservation  of  objection,  Mr.  Speaker. 

On  that  sort  of  representations  you  would  make  this  a lifetime  pro- 
ject for  the  taxpayer,  would  you? 

Mr.  Jones.  Mr.  Chairman,  I certainly  would  not.  May  I say 
further  that  at  the  hearings  before  the  Judiciary  Committee  subcom- 
mittee in  1955,  June  20,  and  July  1,  apparently  no  question  arose  as 
to  the  cost  of  this  Commission.  The  bill  emerged  from  the  com- 
mittee with  an  open  end  authorization.  There  was  nothing  that 
could  constitute  a rational  basis  for  those  statements  in  that  colloquy 
on  the  floor  of  the  House.  But  notwithstanding  that  colloquy,  the 
Congress  has  renewed  the  mandate  of  this  Commission  under  circum- 
stances that  make  it  plain  the  Congress  intended  to  have  funds 
appropriated  to  carry  out  the  mandate. 

Mr.  Rooney.  There  is  no  mandate  before  this  committee.  This 
committee  will  decide  this  on  the  merits,  including  the  representa- 
tions made  on  the  floor  of  the  House  of  Representatives  and  not  on 
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your  statements.  You  are  drawing  the  inferences  you  would  like 
from  what  happened  on  the  floor,  and  we  are  drawing  the  inferences 
we  think  the  taxpayers  would  want. 

Mr.  Jones.  I am  merely  pointing  out  the  facts. 

LIFETIME  PROJECT 

Mr.  Kooney.  You  did  not  tell  anybody  you  wanted  to  make  a 
lifetime  project  of  this?  What  did  the  act,  which  was  H.R.  4642, 
provide  as  to  when  the  Commission  should  be  terminated? 

Mr.  Jones.  That  particular  bill  in  1955  provided  it  should  terminate 
December  31,  1957. 

Mr.  Rooney.  Do  you  mean  1959? 

Mr.  Jones.  No;  I mean  1957.  At  the  next  Congress  another  bill 
exactly  like  this  was  introduced  which  provided  a termination  date  of 
December  31,  1959. 

Mr.  Rooney.  Public  Law  85-906  provided  that  the  Commission 
shall  submit  its  final  report  and  that  the  Commission  and  the  Ad- 
visory Committee  shall  terminate  and  wind  up  their  affairs  prior  to 
December  31,  1959? 

Mr.  Jones.  That  is  correct. 

Mr.  Rooney.  Is  that  correct? 

Mr.  Jones.  That  certainly  is. 

Mr.  Rooney.  What  act  extended  the  life  of  the  Commission  to 
December  31,  1961?  Was  that  Public  Law  86-287? 

A4r.  Jones.  I think  so,  sir. 

THE  1959  BUDGET  REQUEST 

Mr.  Rooney.  What  request  was  made  for  funds  in  August  of  1959? 

Mr.  Jones.  For  $75,000,  the  amount  of  the  authorization. 

(The  witness  later  advised  that  the  figure  was  $34,000.) 

Air.  Rooney.  Of  which  body  was  that  requested?  Was  that  ever 
requested  of  the  House? 

Mr.  Jones.  It  was,  sir. 

Air.  Rooney.  Where  was  it  requested? 

Air.  Jones.  Before  Chairman  Albert  Thomas’  subcommittee. 

(The  witness  later  advised  that  the  reply  should  have  been:  The 
“Senate  Appropriations  Committee”.) 

Air.  Rooney.  How  much  did  they  allow? 

Air.  Jones.  Nothing. 

Mr.  Rooney.  How  much  did  the  Senate  Appropriations  Committee 
allow? 

Mr.  Jones.  $50,000. 

Air.  Rooney.  Nothing? 

Air.  Jones.  No;  nothing.  At  the  time,  that  is  right,  sir. 

Air.  Rooney.  Here  we  have  both  the  Committees  on  Appropriations 
of  the  House  and  Senate  denying  you  any  funds  at  all  as  far  back 
as — when? 

Mr.  Jones.  1959. 

Mr.  Rooney.  The  $34,000  was  added  to  the  bill  on  the  floor  of  the 
Senate  without  any  substantial  discussion,  is  that  the  fact? 

Air.  Jones.  Senator  Dodd  offered  an  amendment  to  the  biU'restor- 
ing  the  sum  of  $34,000. 
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Mr.  Rooney.  How  much  was  then  allowed  in  conference  between 
the  House  and  the  Senate? 

Mr.  Jones.  Nothing,  sir. 

Mr.  Rooney.  When  was  the  next  extension  of  the  termination  date 
of  the  Commission,  September  1961? 

Mr.  Jones.  1961,  I believe  it  was,  sir. 

Mr.  Rooney.  When  did  you  next  request  funds? 

1963  BUDGET  REQUEST 

Mr.  Jones.  I think  the  next  request  came  in  1963. 

Mr.  Rooney.  I think  so,  before  the  Deficiency  Subcommittee  of 
the  House;  right? 

Mr.  Jones.  That  is  right. 

]\Ir.  Rooney.  Chaired  by  Mr.  Thomas  of  Texas? 

Mr.  Jones.  That  is  right,  sir. 

hir.  Rooney.  What  did  the  House  allow? 

yiv.  Jones.  The  House  allowed  nothing. 

Mr.  Rooney.  What  did  the  conference  report  on  the  conference 
between  the  House  and  Senate  allow  at  that  time? 

!Mr.  Jones.  The  Senate  allowed  $20,000  if  I am  not  mistaken,  and 
the  conference  agreed  on  $10,000. 

Mr.  Rooney.  Did  the  conference  say  that  ‘fihe  conference  expects 
the  Commission  to  terminate  its  affairs  with  the  amount  approved?^^ 

Mr.  Jones.  The  conference  did  state  that  but  at  that  time  the 
Commission  was  to  expire  by  operation  of  law  in  just  a few  months. 

Mr.  Rooney.  I am  going  to  get  to  that. 

CURRENT  TERMINATION  DATE  OF  COMMISSION 

When  was  the  next  extension  of  the  termination  date  of  the  Com- 
mission? 

Mr.  Jones.  This  last  Congress  by  Public  Law 

Mr.  Rooney.  Public  Law  88-522? 

Mr.  Jones.  88-522. 

IMr.  Rooney.  Last  August.  That  was  for  how  long? 

Mr.  Jones.  That  was  for  3 years. 

Mr.  Rooney.  Is  it  the  intention  of  the  Commission  to  adhere  to 
that  act  m this  regard? 

Mr.  Jones.  You  mean,  is  it  the  intention  of  the  Commission  not 
to  ask  a further  extension  of  time? 

Mr.  Rooney.  Is  it  the  intention  of  the  Commission  to  adhere  to 
the  act  in  that  regard,  3 years? 

Mr.  Jones.  Well,  there  has  been  no  determination  of  whether  or 
not  the  Commission  wfill  be  able  to  do  sufficient  toward  the  accom- 
plishment of  its  ends. 

General  Statement  of  Director 

Mr.  Chairman,  this  is  an  extremely  technical  matter.  I would  like 
to  have  the  privilege  of  making  this  statement  to  the  committee  as  to 
why  the  Commission  was  founded,  as  to  the  program  the  Congress 
prescribed  for  it,  as  to  the  accomplishments  of  the  Commission  to 
date,  and  the  work  which  remains  to  be  done.  I think  if  I am  per- 
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mitted  to  make  that  statement,  the  subcommittee  will  see  the  neces- 
sity of  this  work. 

Mr.  Rooney.  You  may  go  right  ahead  and  do  that. 

Mr.  Jones.  All  right,  sir. 

Mr.  Chairman,  I am  grateful  for  this  opportunity. 

This  is  a highly  technical  matter  and  if  it  is  agreeable  to  the  sub- 
committee I would  like  to  adhere  rather  closely  to  a formal  statement 
I filed.  I should  like  to  refer  for  illustrative  purposes  to  certain 
documents  I have  not  mentioned  in  the  statement  which  I have  filed 
with  the  committee. 

To  go  back  to  the  beginning,  in  the  1930’s  the  Department  of  Justice 
began  to  encounter  great  difl&culties  in  antitrust  and  in  alien  property 
cases  in  getting  evidence  out  of  the  countries  of  Western  Europe. 

In  one  case  in  particular  I had  charge  of,  and  personal  knowledge  of, 
this  was  the  case  of  Jensen  v.  Cummings  which  arose  under  the  Trading 
With  the  Enemy  Act.  The  Government  filed  a counterclaim  for 
property  worth  some  $3  million.  Our  witnesses  were  recalcitrant, 
unwilling  witnesses. 

They  were  in  the  Netherlands  and  Germany.  We  found  we  could 
not  obtain  their  testimony  in  either  country  and  the  Government 
was  forced  to  dismiss  that  case  because  it  could  not  get  evidence  to 
sustain  it. 

I can  state  with  great  confidence  that  it  is  my  behef  the  Government 
lost  in  that  one  case  at  least  three  tunes  the  amount  this  entire 
program  is  going  to  cost. 

Then  World  War  II  came  along  and  after  the  end  of  World  War  II 
htigation  with  international  aspects  increased  tremendously.  Parties, 
witnesses,  and  property  involved  in  litigation  were  scattered  all  over 
the  globe,  in  many  countries.  It  was  found  increasingly  difficult  to 
prosecute  and  defend  these  cases  because  in  the  civil  law  countries, 
we  could  not  utilize  our  common  law  methods  of  serving  documents. 

We  could  not  utilize  our  common  law  methods  of  taking  depositions 
before  consular  officers.  In  some  civil  law  countries,  it  was  found 
impossible  to  obtain  the  evidence  of  unwilling  witnesses  at  all  and 
I have  mentioned  those  two,  Germany  and  the  Netherlands. 

In  others,  where  it  was  possible  to  get  their  testimony  by  letters 
rogatory,  we  found  it  was  a cumbersome  and  expensive  and  inefficient 
method  of  obtaining  their  evidence.  The  deficiencies  of  foreign 
practice  led  the  American  Bar  Association,  the  American  Judicature 
Society,  the  American  Society  of  International  Law,  the  Consular 
Law  Society,  the  American  Foreign  Law  Association,  the  Maritime 
Law  Association,  the  Chicago  Bar  Association,  the  Pennsylvania  Bar 
Association,  the  Association  of  the  Bar  of  the  City  of  New  York,  the 
National  Association  of  Attorneys  General,  the  International  Bar 
Association  and  the  Inter-American  Bar  Association  to  recommend 
that  improvements  be  brought  about  in  this  practice  and  that  a 
Federal  agency  be  established  to  do  the  job. 

That  was  brought  to  the  attention  of  Attorney  General  McGranery 
and  he  recommended  to  President  Truman  the  establishment  of  a 
commission,  who  approved  the  program  in  1962.  The  Attorney 
General  ana  the  Secretary  of  State  first  thought  they  would  set  up  a 
committee  by  Executive  order.  We  found  that  no  funds  would  be 
available  to  such  a committee  because  it  would  have  no  legislative 
authorization. 
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So  we  came  down  to  Congress  and  asked  for  legislation  including 
an  authorization.  Let  me  emphasize  now  that  the  principal  reason, 
if  not  the  sole  necessary  reason,  why  we  asked  for  legislation,  was  to 
obtain  appropriations. 

Section  2 of  Pubhc  Law  85-906  prescribes  the  program  for  the 
Commission. 

ACTIVITIES  OF  COMMISSION 

The  members  of  the  committee  will  find  this  section  2 sets  forth 
in  the  justifications  our  two  requests.  The  Commission  has  sub- 
stantially completed  the  preliminary  or  domestic  portion  of  its  pro- 
gram and  it  has  drafted  revisions  of  the  Federal  Rules  of  Civil  and 
Criminal  Procedures.  It  has  made  these  recommendations  to  the 
Advisory  Committees  of  the  U.S.  Judicial  Conference.  It  has 
recommended  revisions  of  rule  4 on  service  of  process,  rule  28(b)  on 
obtaining  evidence  in  a foreign  country,  of  rule  44  on  obtaining  proof 
of  foreign  public  records,  and  a new  rule,  44.1  on  determination  of 
foreign  law. 

As  to  rules  4 and  28,  revisions  have  been  promulgated  by  the 
Supreme  Court  and  were  effective  July  1,  1963. 

The  Commission  also  drafted  revisions  of  the  provisions  of  inter- 
national apphcation  of  the  Judicial  Code  and  the  Criminal  Code  and 
those  were  enacted.  They  were  recommended  to  the  Congress  and 
were  enacted  by  Public  Law  88-619  and  approved  October  3, 1 believe, 
1964. 

The  Commission  also  drafted  a model  uniform  act,  an  interstate 
and  international  procedure  act,  which  was  approved  by  the  National 
Conference  of  Commissioners  on  Uniform  State  Laws,  by  the  American 
Bar  Association  and  has  been  adopted  by  at  least  one  State,  Arkansas. 
It  is  being  considered  for  adoption  by  others. 

I would  now  like  to  bring  to  the  attention  of  the  committee  this 
work  that  has  received  the  approval  of  the  bar  associations  and  at 
the  New  Orleans  meeting  of  the  American  Bar  Association;  just 
last  month  a report  was  made  to  the  house  of  delegates  which  says : 

* * * As  a result  of  the  work  of  the  Commission  the  United  States  has  the 
most,  or  now  has  the  most,  liberal  and  effective  procedures  for  assistance  to  foreign 
and  international  courts  of  any  country  in  the  world. 

In  an  article  last  year  in  the  Michigan  Law  Review  the  writer 
stated : 

* * * These  recent  and  proposed  changes  in  American  procedure,  insofar  as 
they  create  or  authorize  new  and  more  effective  methods  for  performing  acts  in  a 
foreign  country  which  are  necessary  to  further  litigation  in  American  courts, 
increase  the  power  of  American  courts  to  dispose  of  litigation  pending  before 
them.  Similarly,  the  power  of  a foreign  court  effectively  to  dispose  of  litigation 
before  it  is  enhanced  to  the  extent  that  methods  for  granting  assistance  within 
the  United  States  accommodate  procedures  established  by  foreign  law. 

I might  say  that  the  bar  regards  these  revisions  as  so  important 
they  are  going  to  devote  a program  at  the  San  Juan  May  regional 
meeting  of  the  bar  association  which  wiU  be  held  in  conjunction  with 
the  Inter- American  Bar  Association  to  consideration  of  these  statutory 
changes,  these  changes  in  the  rules,  insofar  as  they  have  impact  upon 
our  Latin  American  countries. 

There  will  also  be  a program  at  the  annual  meeting  in  Miami  in 
August  and  another  one  here  in  September  at  the  World  Conference 
on  World  Peace  Through  Law. 
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These  revisions  of  the  Federal  and  State  statutes  are  by  and  large 
probably  more  beneficial  to  litigants  in  foreign  courts  than  they  are 
to  litigants  in  the  U.S.  courts.  It  is  well  be  bear  in  mind  that  a 
litigant  in  a foreign  court  may  well  be  an  American  citizen  or  an 
American  corporation  or  otherwise  involved  with  the  U.S.  interests. 

There  are  now  at  the  height  of  the  tourist  season  some  4 million 
American  citizens  abroad  and  each  of  these  American  citizens,  each 
of  the  items  of  American  property,  some  3,000  American  corporations 
with  roots  by  way  of  manufacturing  bases  or  otherwise  in  foreign 
countries  are  subject  to  the  jurisdiction  of  foreign  courts.  Each 
stands  to  benefit  by  the  work  of  this  Commission. 

Mr.  Chairman,  I stated  that  the  greatest  diflS.culties  of  international 
practice  lie,  not  in  our  domestic  law,  but  in  the  disparate  foreign  law 
and  practice.  The  only  way  we  can  bring  about  the  necessary  im- 
provement, which  the  Congress  has  asked  us  to  do,  is  through  modi- 
fication of  foreign  law  and  practice.  We  can  do  this  by  treaty  as 
directed  by  the  Congress  in  section  2 of  our  basic  act. 

The  extension  of  the  life  of  this  Commission,  pursuant  to  Public 
Law  88-552,  was  recommended  by  the  American  Bar  Association, 
the  Federal  Bar  Association,  the  District  of  Columbia  Bar  Association, 
the  National  Association  of  Attorneys  General,  and  by  the  Judicial 
Conference  of  the  United  States. 

We  made  it  clear  to  the  Judiciary  Committees  of  the  House  and 
Senate  that  substantial  appropriations  would  be  required  if  the  Com- 
mission were  extended. 

We  stated  that  between  $200,000  and  $250,000  per  year  would  be 
necessary  for  that  purpose. 

The  Senate  committee  wrote  into  their  report  a recommendation 
that  appropriations  for  the  3-year  period  be  limited  to  $500,000.  We 
are  asking  now  for  all  but  6 months  of  this  extended  3-year  period,  a 
little  more  than  one-half  of  that  recommended  limitation  on  appro- 
priations. 

Mr.  Chairman,  before  drafting  the  procedural  agreements,  which  is 
the  primary  reason  for  the  establishment  of  the  Commission,  we  are 
going  to  have  to  make  studies  of  the  procedures  and  policies  of  foreign 
countries. 

We  know  how  we  are  going  to  do  this  because  we  have  the  example 
of  the  Columbia  project  on  international  procedure  with  which  this 
Commission  collaborated  in  working  on  the  revision  of  rules  and 
statutes. 

We  intend  to  employ  a procedural  expert  as  a consultant  in  each 
of  the  foreign  countries  where  we  are  going  to  make  these  studies. 

I have  one  of  the  procedural  studies  here,  made  by  the  Columbia 
project  on  Switzerland.  This  is  drafted  by  the  president  of  the  highest 
court  of  the  Canton  of  Zurich. 

He  is  a professor  of  procedure  at  the  University  of  Zurich.  This  is 
the  type  and  caliber  of  foreign  jurist  with  whom  we  intend  to  collabo- 
rate and  to  assist  our  foreign  procedural  experts  we  are  going  to  have  to 
draft  an  extensive  report  on  the  U.S.  practices  and  procedures  in 
international  matters. 

That  is  so  as  to  inform  our  procedural  expert  as  to  what  American 
procedures  are  and  to  inform  the  bench  and  the  bar  of  foreign  countries 
what  our  procedures  are. 
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We  have  such  a draft  made  by  the  Columbia  project  for  our  Com- 
mission but  it  will  have  to  be  revised  to  include  recent  revisions  of 
statutes  and  rules  and  will  have  to  be  extended  to  cover  criminal  and 
administrative  matters  as  well. 

We  hope  to  be  able  to  employ  for  fiscal  year  1966 

Mr.  Rooney.  This  is  in  your  justifications,  is  it  not,  which  I have 
already  inserted  in  the  record : is  that  right? 

Mr.  Jones.  Yes,  it  is.  I thought  I had  better  enlarge  on  some  of 
this. 

We  expect  to  publish  these  reports  we  receive  from  these  foreign 
procedural  experts  and  the  purpose  of  that  is  twofold:  To  inform  the 
bench  and  bar  of  this  country  as  to  what  procedural  devices  pro\dded 
by  the  recent  amendments  of  the  rules  are  available  in  foreign  coun- 
tries. These  reports  wiU  also  serve  as  the  basis  for  drafting  the  pro- 
cedural agreements,  which  is  the  primary  purpose  of  the  Commission. 

May  I refer  again  to  this  article  in  the  Michigan  Law  Review  which 
is  entitled  “Re^fitalization  of  International  Judicial  Procedure  of  the 
United  States”? 

This  is  in  volume  62,  Michigan  Law  Review  on  page  1375. 

And  here  is  what  the  writer  says: 

* * * What  is  needed  most  by  American  attorneys  is  an  up-to-date  compilation 
of  the  procedures  available  in  each  country,  an  estimate  of  the  time  and  expense 
of  employing  these  procedures,  warnings  as  to  particular  problems  which  may  be 
encountered,  and  suggested  solutions  of  these  problems.  A readily  accessible 
reference  of  this  sort  would  not  only  expedite  the  entire  process  of  accomplishing 
necessary  acts  on  foreign  soil,  but  would  also  reduce  the  possibility  of  an  attorney 
innocently  committing  acts  abroad  which  may  offend  a foreign  government. 

In  the  later  stages  of  our  program  which  we  shall  not  reach  in  this 
fiscal  year,  we  hope  to  stage  conferences  in  somm  of  the  most  important 
countries  in  which  the  leading  procedural  experts  and  government 
officials  of  the  particular  countr}^  would  be  invited  to  discuss  and 
agree  upon  sets  of  principles  to  be  embodied  in  a procedural  agreement 
to  be  negotiated  between  the  two  countries. 

Before  I refer  to  the  figures  for  the  specific  items  in  our  request,  I 
would  like  to  say  that  although  the  Commission  has  substantially 
completed  the  domestic  phase  of  its  program,  there  are  a few  items 
which  remain  to  be  considered.  At  the  hearing  before  the  Judiciary 
Committee  of  the  House,  there  were  two  attorneys  from  the  Depart- 
ment of  the  Treasury  who,  after  the  hearing,  came  up  to  me  and  asked 
just  how  the  revised  procedures  in  H.R.  9435  would  be  available  to 
the  Tax  Court. 

Under  date  of  April  7 

COST  OF  THE  COMMISSION 

Mr.  Rooney.  If  I may  suggest,  Mr.  Jones,  I think  it  woidd  be  more 
to  your  advantage,  since  you  are  in  this  budget  for  about  $25,000  a 
year,  to  teU  us  how  you  relate  all  of  this  to  Mr.  Walter’s  statement: 

I could  not  imagine  the  cost  exceeding  $5,000  at  the  most. 

Mr.  Jones.  Mr.  Chairman,  I do  not  relate  it  and  I do  not  think  it 
is  possible  to  relate  it.  I think  it  is  utterly  irrelevant. 

Mr.  Rooney.  You  think  he  was  honestly  under  the  impression 
this  would  be  a project  that  would  not  cost  more  than  $5,000? 
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Mr.  Jones.  I think  he  was;  but  it  was  an  inadvertent  mistake. 
It  was  an  error.  It  was  a tragic  error  without  foundation. 

Mr.  Rooney.  I guess  Mr.  Celler  was  under  the  same  impression, 
would  you  say? 

Mr.  Jones.  I am  afraid  he  was. 

Mr.  Rooney.  When  he  said  the  cost  would  be  very  nominal? 

Mr.  Jones.  I am  afraid  he  was. 

Mr.  Rooney.  I guess  everybody  is  and  was  out  of  line  on  this  one. 

PERMANENCY  OF  A TEMPORARY  COMMISSION 

What  I get  from  all  this  is  that  this  is  the  most  convincing  proof  in 
aUfmy  years  as  to  the  permanency  of  a temporary  commission  in 
Washington. 

Mr.  Jones.  Mr.  Chairman 

Mr.  Rooney.  I cannot  get  anything  else  out  of  this. 

You  were  told  imder  one  public  law  to  finish  your  affairs  by  De- 
cember 31,  1959. 

Then  we  have  another  one  where  you  were  told  to  finish  by  Decem- 
ber 31,  1966? 

AU  I can  get  from  this  is  that  you  have  no  intention  of  ever  shutting 
this  thing  off. 

Is  that  a fair  question? 

Mr.  Jones.  That  is  not  a fair  question. 

Mr.  Rooney.  WTiat  is  wrong  with  it,  please  tell  us? 

Mr.  Jones.  Let  me  teU  you  why. 

Mr.  Rooney.  When  are  you  going  to  finish  it? 

Mr.  Jones.  I will  tell  you  exactly  when  we  are  going  to  finish  it. 

Mr.  Rooney.  Fine.  I would  like  to  hear  that. 

Mr.  Jones.  WLen  the  bill  to  establish  this  Commission  was  sent 
to  the  Congress  by  the  Secretary  of  State  and  the  Attorney  General, 
it  had  a provision  to  the  effect  that  the  Commission  shall  terminate 
when  the  President  determines  it  has  accomplished  its  purpose.  The 
Judiciary  Committee  wrote  a termination  date  into  it  without  asking 
us  just  how  long  it  would  take  to  do  the  job. 

Mr.  Rooney.  They  should  have  asked  you? 

Mr.  Jones.  They  should  have  asked  us;  that  is  right. 

If  the  Congress  had  made  sufficient  appropriations  to  enable  the 
Commission  to  do  its  work  continuously,  we  would  now  have  com- 
pleted the  work  of  the  Commission. 

We  stated  before  the 

FUNDS  FOr'^COMMISSION  FROM  PRIVATE  SOURCES 

Mr.  Rooney.  You  have  not  mentioned  the  fact  that  this  was  sup- 
posed to  be  financed  and  was  financed  under  private  auspices;  was 
it  not? 

Mr.  Jones.  Mr.  Chairman,  when  the  Commission 

Mr.  Rooney.  Do  not  answer  any  of  my  questions.  Just  get  around 
them  if  you  can. 

Mr.  Jones.  It  was  never  supposed 

Mr.  Rooney.  I might  be  unwittingly  helping  you  by  asking  that 
question. 

Mr.  Jones.  Will  you  repeat  your  question,  Mr.  Chairman? 
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Mr.  Rooney.  He  is  not  listening. 

Mr.  Cox.  He  did  not  know  you  were  going  to  help  him.^ 

Mr.  Rooney.  The  question  is:  Is  it  not  the  fact  that  this  Commis- 
sion was  supported  under  private  auspices  and  could  stiU  be  today  if  it 
were  worth  while,  and  then  the  taxpayers  on  the  Brooklyn  waterfront 
would  not  have  to  pay  you  $25,000  a year,  plus  your  staff? 

Mr.  Jones.  The  answer  is  ‘‘No,’’  Mr.  Chairman. 

Congress  has  not  authorized  the  Commission  to  accept  and  disburse 
private  funds. 

Mr.  Rooney.  Did  you  ever  receive  funds  from  any  private  auspices 
or  foundations? 

Mr.  Jones.  No.  Let  me  answer  and  let  me  explain  that. 

When  the  committee  refused  to  give  us  funds  in  1959  the  Chairman 
went  to  the  President  and  said,  “If  we  can  work  this  out  to  get  private 
funds,  does  it  have  your  OK?” 

The  President  said,  “Go  ahead  and  do  it  if  you  can.” 

We  induced  the  Carnegie  Foundation  to  make  a grant  but  not  to  the 
Commission,  to  the  Columbia  University  Law  School  whereby  they 
paid  the  expenses  of  some  of  the  employees  to  enable  them  to  cooperate 
with  the  Commission. 

Let  me  state  again  that  the  Commission  has  never  itself  received 
a doUar  or  disbursed  a dollar  from 

Mr.  Rooney.  How  much  did  the  Carnegie  Foundation  put  up? 

Mr.  Jones.  $350,000  for  2 years  and  a half. 

Mr.  Rooney.  They  got  tired  of  it,  did  they? 

Mr.  Jones.  No;  they  did  not  get  tired  of  it.  The  Commission 
has  laid  the  matter  before  the  Appropriations  Committees  of  both 
the  House  and  the  Senate  and  an  entire  record  of  the  correspondence 
with  these  foundations  was  set  forth  there,  in  which  we  endeavored 
to  get  further  funds.  Their  position  was  that  if  tliis  is  a Government 
project,  it  should  be  financed  by  the  Government. 

Those  letters  are  of  record  and  before  yom  committee  somewhere. 

I have  further  copies  here  which  I would  be  glad  to  leave  with  the 
committee. 

Each  one  of  them  testified,  each  one  of  them  certified,  as  to  the  worth 
of  the  work  being  done  by  the  Commission.  They  said  that  it  is 
a public  body  and  “we  are  a private  foundation.  We  are  giving  our 
help  to  private  enterprises  and  not  to  Government  agencies.” 

CONCLUSION  OF  STATEMENT 

Mr.  Chairman.  I just  have  a brief  conclusion  here. 

I referred  to  the  fact  that  the  General  Counsel  of  the  Treasury 
Department  wrote  a letter  to  the  Commission  dated  April  7,  1964, 
in  which  he  requested  the  Commission  to  give  attention  to  statutory 
re^dsions  to  give  the  benefit  of  the  judicial  assistance  provisions  in 
Public  Law  88-619  to  the  Tax  Court. 

I wrote  back  and  stated  that  as  soon  as  we  obtained  an  appropria- 
tion and  became  operative  again,  we  would  be  glad  to  give  attention 
not  only  to  judicial  assistance  for  the  specialized  courts,  but  also  for 
the  administrative  agencies.  The  necessity  for  amending  the  law 
with  respect  to  the  administrative  agencies  was  pointed  up  by  a de- 
cision of  the  Ontario  Court  of  Appeals  about  2 years  ago  in  which  the 
Ontario  Court  of  Appeals  decided  that  the  High  Court  of  Ontario  was 
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not  authorized  to  issue  compulsory  process  to  compel  the  appearance 
and  testimony  of  witnesses  on  behalf  of  the  U.S.  Securities  and  Ex- 
change Commission  on  the  ground  that  that  quasi-administrative 
tribunal  was  not  a tribunal  within  the  meaning  of  Canadian  laws. 
There  are  other  administrative  tribunals  that  are  very  anxious  to 
have  this  Commission  go  ahead  with  its  work,  to  conclude  it. 

To  conclude,  Mr.  Chairman,  I would  like  to  invite  the  attention 
of  the  committee  to  the  President's  proclamation  of  October  2 on  the 
International  Cooperation  Year.  The  President  rededicated  the 
Government  to  the  principle  of  international  cooperation  and  asked 
each  agency  to  make  a survey  of  what  it  could  do  in  the  unmediate 
future  to  further  this  principle. 

May  I state  that  the  entire  program  of  this  Commission  is  dedicated 
to  international  judicial  cooperation  and  the  Congress  through  the 
Inter-parliamentary  Union,  I suppose,  has  a certain  amount  of  inter- 
national cooperation. 

Mr.  Rooney.  That  is  why  we  have  the  State  Department. 

That  is  what  we  have  AID  for,  and  that  is  what  we  have  the 
Department  of  Commerce  for. 

Mr.  Jones.  Whether  or  not  our  judicial  branch 

Mr.  Rooney.  We  are  also  going  to  have  a seagoing  judicial  branch? 

Mr.  Jones.  That  depends  on  the  work  of  this  Commission. 

Mr.  Rooney.  That  helps  me  to  better  understand  this. 

Mr.  Jones.  In  other  words,  as  to  the  international  goodwill  aspects 
of  the  Commission’s  work,  in  1959  the  Department  of  State  sent  a 
note  to  all  foreign  governments  advising  them  of  the  establishment 
of  the  Commission,  of  its  program,  and  inviting  their  cooperation. 

Many  countries  replied  with  notes  expressing  their  extreme  interest 
and  further  expressing  the  wish  that  they  could  enter  into  procedural 
agreements  with  the  United  States. 

I might  mention  only  the  note  of  the  British  Government. 

The  Foreign  Office  of  the  United  Kingdom,  by  note  of  May  17,  1960, 
said  in  part: 

* * * Her  Majesty’s  government  hopes  that  it  will  be  possible  as  a result  of 
the  activities  of  the  Commission  for  the  U.S.  Government  to  enter  into  agreements 
with  Her  Majesty’s  government  for  cooperation  in  legal  matters. 

Many  countries  have  expressed  the  desire  to  enter  into  agreements 
with  this  country  and  may  I invite  the  attention  of  the  committee  to 
something  which  is  very  close  to  home : 

The  general  haven  of  Swiss  banks  is  generally  recognized  as  a place 
where  many  racketeers  and  criminals  have  stashed  away  money  and 
it  has  become  very  desirable  for  our  law  enforcement  agencies,  princi- 
pally the  FBI,  to  obtain  some  access  to  information  in  this  area. 

Both  the  Swiss  Government  and  our  Government  and  the  Attorney 
General  are  anxious  to  conclude  a procedural  agreement  with 
Switzerland. 

Many  other  countries  have  man}^  agreements  and  here  is  a compila- 
tion of  the  agreements  which  the  Spanish  Government  has. 

I have  another  here  which  is  a compilation  of  all  of  the  bilateral 
treaties  which  the  United  Kingdom  has. 

Mr.  Rooney.  Are  you  not  familiar  with  the  fact  that  we  have  a 
legal  bureau,  a very  extensive  and  well  manned  one  in  the  Depart- 
ment of  State  covering  these  very  things? 
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Mr.  Jones.  The  Department  of  State  does  not  cover  these  matters. 
The  reason  this  Commission  was  established  was  because  the  Depart- 
ment of  State  regarded  itself  as  having  no  litigation  or  procedureal 
expertise. 

CARNEGIE  FOUNDATION  GRANT 

Mr.  Rooney.  Let  me  bring  you  back  to  the  $300,000  grant  of 
the  Carnegie  Foundation.  What  was  the  date  or  dates  on  which 
that  grant  was  paid  out? 

Mr.  Jones.  That  grant  was  announced  in  April  1960.  We  did 
not  receive  the  money  until  July  and  may  I state 

Mr.  Rooney.  When  you  say  ‘hve,”  whom  do  you  mean? 

Mr.  Jones.  I mean  the  amount  was  not  made  available  to  the 

Mr.  Rooney.  July  1960? 

Mr.  Jones.  July  1960  for  expenditure  by  the  Columbia  University 
Law  School  for  payment. 

Mr.  Rooney.  You  did  not  get  any  money  from  that  grant,  did  you? 

Mr.  Jones.  I received  payment  as  a consultant  to  Columbia  Uni- 
versity Law  School. 

Mr.  Rooney.  In  what  amount? 

Mr.  Jones.  I received  $17,500  which  was  the  salary  set  for  me  as 
Director. 

Mr.  Rooney.  In  other  words,  instead  of  being  paid  by  the  tax- 
payers through  a congressional  appropriation,  you  received  your 
salary  by  way  of  a grant  through  Columbia  University;  is  that  a fan- 
statement? 

Mr.  Jones.  That  is  a fair  statement.  May  I state  also  that 

Mr.  Rooney.  That  was  back  in  1960  and  here  we  are  in  1965. 

Mr.  Jones.  Let  me  state  also  that  between  January  1960  and  the 
time  we  received  that  money  in  July  I paid  out  of  my  own  pocket 
between  $5,000  and  $6,000  to  keep  the  office  of  this  Commission  going. 

Mr.  Rooney.  What,  in  telephone  calls  to  Capitol  Hill? 

Mr.  Jones.  No;  money  for  a stenographer  and  all  other  expenses 
of  the  office. 

Mr.  Rooney.  Very  well,  Mr.  Jones. 

When  I say  ‘‘very  well”  I mean  you  may  proceed. 

“goodwill”  aspects  of  program 

Mr.  Jones.  I believe  I was  speaking  of  the  international  good  will 
aspect  of  our  program. 

I want  to  end  with  this  one  thought,  Mr.  Chairman: 

After  the  Commission’s  fourth  annual  report  was  published,  a 
very  prominent  member  of  the  consular  corps  here  in  Washington 
who,  at  that  time,  was  president  of  the  organization,  said,  “Your 
country  can  generate  more  good  will  with  the  program  of  your  Com- 
mission than  it  can  with  its  foreign  aid  program  with  aU  of  its  billions.” 

And,  I might  add  to  this  committee,  at  a great  deal  less  cost. 

Beyond  discussing  the  individual  items  in  our  budget  request,  I 
would  like  to  leave  the  committee  with  one  thought:  There  is  con- 
currence by  the  bench  and  bar  on  the  value  and  the  necessity  for 
continuing  the  work  of  this  Commission. 

Mr.  Rooney.  As  a member  of  the  bar,  count  me  out. 

Mr.  Jones.  Shall  I say  organized  bar? 
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Mr.  Rooney.  That  is  better. 

Mr.  Jones.  Of  all  of  the  dozens  of  times  the  matter  of  reforming 
international  judicial  procedure  has  been  before  the  many  bar  asso- 
ciations for  approval,  there  has  never  been  a dissenting  vote  and 
apparently  you,  Mr.  Chairman,  were  not  present.  There  is  a con- 
currence of  the  legislative  through  the  expression  of  Congress,  of  the 
judicial  branch  through  the  Judicial  Conference  of  the  United  States, 
and  the  executive  branch  by  the  Department  of  State,  the  President 
and  the  Department  of  Justice,  that  the  work  of  this  Commission  is 
valuable  and  should  be  continued. 

I think  that  this  concurrence,  this  consensus,  should  be  enough  to 
convince  this  committee  that  the  work  should  be  carried  on  and  should 
be  appropriately  funded. 

LIFE  OF  COMMISSION 

Mr.  Rooney.  I am  convinced  that  you  have  not  the  slightest 
intention  of  ever  winding  up  this  Commission.  As  it  stands,  after 
you  were  successful  in  obtaining  passage  of  a bill  through  the  Judiciary 
Committees  of  the  House  and  Senate,  which  has  a limitation  on  when 
the  Commission  shall  terminate  and  wind  up  its  affairs,  prior  to  Decem- 
ber 31,  1966,  that  is  a 3-year  extension,  is  it  not? 

Mr.  Jones.  But  we 

Mr.  Rooney.  Just  a minute;  that  is  the  3-year  extension  you 
made  reference  to? 

Mr.  Jones.  That  is  right. 

Mr.  Rooney.  On  page  13  of  your  justifications  on  the  supple- 
mental item,  you  indicate  that  by  the  end  of  5 years,  maybe  it  might. 

Mr.  Jones.  Mr.  Chairman 

Mr.  Rooney.  Right  at  page  13. 

Mr.  Jones.  We  cannot  do  anything  toward  completion  of  this  work 
without  money.  A year  and  a half  has  gone  by  and  we  have  not  had 
a chance  to  do  it.  How  can  we  do  it  without  money? 

Mr.  Rooney.  Why  do  you  not  go  back  to  Carnegie? 

Mr.  Jones.  Carnegie  said  they  have  passed  that  part  of  their 
program  and  they  are  no  longer  interested  in  financing  the  project. 

Mr.  Rooney.  Have  I thoroughly  indicated  how  I have  felt  and 
feel  about  this?  I ordinarily  do  not,  you  know. 

Mr.  Jones.  Mr.  Chairman,  I have  had  no  doubt  about  it  for  5 years. 

Mr.  Smith.  Since  this  is  an  international  program,  could  you 
use  rupees? 

Mr.  Cox.  In  part. 

Mr.  Jones.  We  think  that  we  shall  be  able  to  use  these  U.S.-owned 
currencies  in  the  various  countries  to  finance  our  travel,  and  so  forth. 

Mr.  Rooney.  What  country? 

Mr.  Jones.  There  is  currency  in  India,  Pakistan,  and  Yugoslavia 
and  United  Arab  Republic.  I think  we  can  do  that  but  I do  not 
know  enough  to  state  just  how. 

BAR  ASSOCIATION  COMMITTEE  ON  INTERNATIONAL  LAW 

Mr.  JoELSON.  There  is  a committee  of  the  American  Bar  Associa- 
tion on  International  Law,  is  there  not? 
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Mr.  Jones.  There  is.  There  is  a section  of  international  and  com- 
parative law  which  has  a committee  on  international  judicial  co- 
operation. 

Mr.  JoELSON.  Since  the  American  Bar  Association  is  always  preach- 
ing against  overdependency  on  Government  and  against  Government 
interference,  would  this  not  be  a good  place  for  them  to  start  practic- 
ing this  and  finance  this  themselves? 

Mr.  Jones.  Mr.  Chairman,  or  Mr.  Congressman,  our  work  is  exactly 
like  that  done  by  the  advisory  committees. 

Mr.  Rooney.  It  still  is,  ‘‘Mr.  Chairman. 

You  know  that,  when  you  go  to  these  international  conferences  you 
address  members  as  “Mr.  Chairman’ ' and  you  always  want  to  remem- 
ber that.  You  always  address  another  member  as  “Mr.  Chairman” 
because  you  address  the  committee. 

Mr.  Joelson.  Thank  you  for  the  promotion,  Mr.  Chairman. 

Mr.  Jones.  Our  work  is  exactly  like  that  of  the  U.S.  Judicial 
Conference.  On  the  other  hand,  it  is  like  that  of  the  Department 
of  State  in  drafting  international  treaties  and  from  here  on,  it  is 
exclusively  a governmental  matter. 

While  formerly  working  on  these  revisions  of  statutes  sfcnd  rules, 
I would  say  that  the  American  Bar  Foundation  could  have  done  that, 
had  it  been  in  existence  at  that  time. 

Mr.  Joelson.  WTiy  cannot  the  United  Nations  handle  it  it  it  is  an 
international  matter? 

Mr.  Jones.  Mr.  Chairman,  the  United  Nations  has  dealt  so  far 
with  only  public  international  law.  This  is  a matter  of  private 
international  law. 

Mr.  Joelson.  They  survey  labor  conditions;  they  survey  other 
conditions,  and  I do  not  see  why  they  cannot  survey  the  state  of  the 
procedural  law  in  international  matters. 

Mr.  Jones.  Well,  we  want  to  get  the  job  done  and  we  will  never 
get  it  done  if  we  have  to  rely  on  the  United  Nations. 

Mr.  Joelson.  I have  no  further  questions. 

Mr.  Rooney.  I have  one  question  before  I pass  this  on  to  Mr.  Bow. 

Since  you  mentioned  the  FBI  and  Switzerland,  have  you  taken 
up  this  matter  with  the  FBI  in  Switzerland?  If  so,  with  whom? 

Mr.  Jones.  All  I can  say  about  that 

Mr.  Rooney.  Have  you  or  have  you  not,  and  then  that  may  be 
the  end  of  it? 

If  you  have  not,  say  so. 

Mr.  Jones.  I personally  have  not,  no. 

Mr.  Rooney.  Are  you  familiar  with  the  fact  that  the  FBI  has  an 
office  in  Berne? 

Mr.  Jones.  Yes,  indeed. 

Mr.  Rooney.  You  are  familiar  with  that? 

Mr.  Jones.  Yes,  indeed. 

Mr.  Rooney.  How  many  people  do  you  have  there? 

Mr.  Jones.  I do  not  know. 

Mr.  Rooney.  Mr.  Bow? 

ROLE  OF  GOVERNMENT 

Mr.  Bow.  Mr.  Jones,  along  the  line  of  Mr.  Joelson’s  questions,  I 
am  reminded  of  a statement  made  by  one  President  that  the  Govern- 
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ment  should  only  do  for  people  that  which  they  cannot  do  for  them- 
selves, and  another  statement  that  says  something  about  asking  “not 
what  your  country  can  do  for  you  but  ask  what  you  can  do  for  your 
country.” 

In  your  statement  you  gave  a resume  of  the  millions  of  people, 
American  citizens  overseas,  and  we  may  have  some  interest  in  that. 
You  also  mentioned  the  number  of  corporations  that  have  their  roots 
here  and  who  are  going  to  benefit  by  this  study.  Is  not  the  private 
sector  much  larger  here  than  the  Governmental  sector? 

Mr.  Jones.  I do  not  think  so.  Congressman  Bow,  unless  we  state 
that  all  Government  is  a private  sector. 

After  all,  the  revision  of  the  law,  and  improvement  in  the  adminis- 
tration of  justice  is  a public  matter. 

Mr.  Cox.  If  I may  answer  your  question 

Mr.  Bow.  This  will  be  more  with  private  litigation  actually  when 
the  study  has  been  made. 

Mr.  Cox.  It  deals  with  private  and  pubhc  litigation. 

Mr.  Bow.  It  deals  with  both  and  I understand  that,  Mr.  Cox. 

Mr.  Cox.  On  your  specific  question,  which  I think  is  a good  ques- 
tion and  I am  a strong  believer  the  Government  should  not  be  doing 
what  somebody  else  should  or  can  do  as  well,  or  better,  but  the  private 
lawyer  comes  in  and  he  can  only  deal  with  what  the  statute  is  in  the 
foreign  country  for  getting  testimony  out  of  the  witnesses,  for  getting 
witnesses,  and  if  you  want  to  get  that  procedure  changed  in  the 
foreign  country,  no  private  individual  or  private  attorney  is  going  to 
get  a change. 

It  has  either  got  to  be  done  by  the  Government  dealing  on  a pro- 
cedural agreement  and  the  quid  pro  quo  is  that  they  want  something 
changed  in  U.S.  statutes  or  by  persuading  them  in  some  other  way,  as 
a government,  they  ought  to  change  their  legislation. 

Every  day  in  litigation,  whether  it  is  Mr.  Rooney’s  longshoremen 
or  other  constituents,  you  will  find  there  is  some  way  they  cannot 
make  a case  in  this  country  because  they  cannot  get  evidence  abroad, 
and  they  cannot  get  the  kind  of  evidence 

Mr.  Bow.  I understand  and  recognize  what  you  say  and  I think 
I belong  to  most  of  the  organizations  you  said  support  this. 

I do  belong  to  most  of  those  organizations  as  a lawyer.  I recognized 
the  need  for  a restatement  of  the  law,  for  instance. 

Excellent  work  has  been  done. 

I remember  the  “restatement”  of  this  done  by  the  private  sector 
and  not  the  Government. 

Mr.  Cox.  True. 

Mr.  Bow.  I am  sure  the  Government  would  cooperate  in  opening 
avenues  for  a private  group  to  go  into  this  sort  of  thing,  but  if  we  gave 
you  this  amount,  which  is  small  in  the  overall  budgetary  terms,  we 
would  have  to  borrow  it  since  we  do  not  have  it.  We  would  have  to 
borrow  it  and  pay  interest  on  it. 

We  are  paying  $22,000  a minute  now  in  interest  in  this  country 
and  it  seems  to  me  we  have  got  to  find  places  where  we  can  try  to  get 
people  who  are  going  to  benefit  the  most  to  come  in  and  take  on  some 
of  their  own  resp  > risibilities. 

Mr.  Cox.  I could  not  agree  with  you  more. 
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OTHER  SERVICES 

Mr.  Bow.  In  the  green  sheets  you  have  ‘‘Other  services,  $15,000.” 
What  is  included  in  the  “other  services”  at  $15,000? 

Mr.  Jones.  You  mean  consultants? 

Mr.  Bow.  I do  not  know  what  you  mean.  You  say  “Other 
services,  $15,000.” 

Mr.  Jones.  We  expect  to  pay  each  of  these  procedural  experts 
in  the  foreign  countries  who  will  be  asked  to  write  a report  for  us  on 
the  laws  in  their  country — like  in  the  case  of  the  Swiss — a small 
honorarium,  and  I would  say  it  would  not  be  more  than  $500  apiece. 

Mr.  Cox.  You  realize,  I am  sure,  that  on  the  Commission  itself 
and  on  the  Advisory  Committee  there  are  some  40  people  directly 
devoting  a lot  of  time  without  compensation  at  all. 

Mr.  Bow.  This  is  the  usual  thing.  We  lawyers  do  that.  I 
served  for  5 years  on  a committee  of  the  Ohio  Bar  Association  to 
completely  rewrite  the  probate  law  and  I spent  thousands  of  dollars 
of  my  own  money  on  that  and  received  no  compensation.  My  name 
appears  on  the  flyleaf  of  our  probate  code,  and  I get  a great  benefit 
out  of  that.  This  is  not  an  unusual  thmg.  I am  sure,  Mr.  Cox,  you 
have  given  a great  deal  of  time  to  bar  associations? 

Mr.  Cox.  On  this  thing,  too.  But  I do  not  think  you  would  get 
this  job  done  in  this  particular  case  unless  you  had  a small  irreducible 
staff.  You  are  dealing  in  the  foreign  law  field  and  in  the  treaty  field, 
and  I do  not  see  any  other  way  you  can  do  it.  I think  if  this  committee 
does  not  want  to  do  it,  that  is  it,  but  a lot  of  people  are  devoting  a 
great  deal  of  time  that  could  be  paid  very  well  indeed.  I think  the 
people  have  spent  more  time  on  this — and  I know  personally  how  much 
time  I have  spent  on  many  other  things  that  I just  as  well  could  do 
and  get  paid  for. 

Mr.  Rooney.  Thank  you,  gentlemen. 
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Monday,  March  8,  1965. 

SMALL  BUSINESS  ADMINISTRATION 

WITNESSES 

EUGENE  P.  FOLEY,  ADMINISTRATOR 

LOGAN  B.  HENDRICKS,  DEPUTY  ADMINISTRATOR  FOR  FINANCIAL 
ASSISTANCE 

K.  L.  HANNA,  ASSISTANT  ADMINISTRATOR  FOR  ADMINISTRATION 

Revolving  Fund 
Program  and  financing 


[In  thousands  of  dollars] 


1964  actual 

Prior  1965 
estimate 

Revised  1965 
estimate 

PEOGEAM  BY  ACTIVITIES 

Capital  outlay: 

1.  Financial  assistance; 

Business  loans  (sec.  7(a)  Small  Business  Act)  Direct 
Immediate  participation 

78.  013 
155,  093 
15,  002 

106,344 
197, 496 
19, 440 

121, 691 
200,431 
20, 816 

Guaranteed 

Total  sec.  7(a)  business  loans - 

248, 108 

323, 280 

342, 938 
5,000 

Business  loans  (Economic  Opportunity  Act  of  1964) 
Disaster  loans: 

Displaced  business. 

Other 

Total  disaster  loans  ..  

6, 817 
47, 315 

7,000 
45,  000 

10, 800 
75,  000 

54, 132 
58 

-13,300 

52,  000 

85,  800 

Conversion  between  types  of  loans. . 

Guaranteed  business  loans  not  expected  to  be 
purchased 

-17, 496 

-18,735 

Tnta.1  financial  assistance 

288,998 

357,  784 

415,  003 

2.  Investment  and  development  company  assistance: 

Purchase  of  debentures  of  small  business  investment 
companies 

26, 101 

24, 147 
7,  657 
1,000 
19, 724 

40, 000 

39, 656 
344 

30,  000 

22,  000 
18,  000 

Loans  to  small  business  investment  companies: 
Direct  loans 

Guaranteed  loans 

Loans  to  State  development  companies 

Loans  to  local  development  companies 

30,  000 

30,  000 

Subtotal,  investment  and  development  company 
assistance 

78,  629 
-3, 829 

110, 000 
-172 

100,  000 
-16,  200 

Guaranteed  loans  not  expected  to  be  purchased 

Total  investment  and  development  company 
assistance 

74, 800 

109, 828 

83,800 

Total  loans  and  investments 

363,  798 
81,911 
-117,037 

467,  612 
117, 037 
-117, 037 

498, 803 
117, 037 
-117, 037 

Administrative  reservations,  start  of  year 

Administrative  reservations,  end  of  year 

Total,  capital  outlay — obligations 

328, 672 

467,612 

498, 803 

Operating  costs,  funded: 

1.  Interest  expense  

30, 740 
24,  943 
3, 431 

36, 000 
28,  500 
3, 500 

38, 308 
29, 413 
3,  300 

2.  Administrative  expenses 

Of.hPT  cosfs  nnfl  pypprisps 

Total,  operating  costs,  funded — obligations 

59, 114 

68, 000 

71,  021 

10  Total  obligations — 

387, 786 

535, 612 

569, 824 
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Program  and  financing — Continued 


[In  thousands  of  dollars] 


1964  actual 

Prior  1965 
estimate 

Revised  1965 
estimate 

FINANCING 

14  Receipts  and  reimbursements  from  non-Federal  sources: 

Financial  assistance  program: 

Sec.  7(a)  business  loan  repayments 

-153, 724 

-164, 000 

-162, 080 
-8 
-18,451 
-25, 000 

Disaster  loan  repayments 

Sales  of  loans  

-13,  654 
-5, 340 
-2,  264 
-835 
-32, 747 

-5,  586 
-97 
-9, 473 

-26, 106 

-3, 848 

-81, 911 
-205,  516 

117,  037 
126,  278 

-20, 000 
-12,  000 

Repayments  on  judgments  and  notes  receivable. 

-35,  570 
-6,  200 

-37, 365 
-9, 032 

Investment  and  development  company  assistance 
program: 

Loan  and  debenture  repayments— 

Revenue  

-11,800 

-19,  268 

-3,996 

-117,037 

-126,278 

117,  037 
1 -91,  500 

-12,923 

-28,  657 

-5,  030 

-117,  037 
-126,278 

117,  037 

17  Recovery  of  prior  year  obligations: 

Financial  assistance  program 

Investment  and  development  company  assistance 
program 

21. 98  Unobligated  balance  available,  start  of  year: 

Reserved 

Unreserved  

24. 98  Unobligated  balance  available,  end  of  year: 

Reserved.  

Unreserved  ..  _ ..  

New  obligational  authority 

New  obligational  authority: 

40  Appropriation 

90,  000 

45,  000 

145,  000 

90, 000 

45,000 

145, 000 

Relation  of  obligations  to  expenditures: 

10  Total  obligations 

387,786 
-253, 674 

635,  612 
-272, 834 

669,824 
-298, 646 

70  Receipts  and  other  offsets  (items  11-17) 

71  Obligations  affecting  expenditures 

72. 98  Obligated  balance,  start  of  year 

74. 98  Obligated  balance,  end  of  year 

90  Expenditures 

134, 112 
105, 239 
-115,035 

262, 778 
115,035 
-157, 706 

271, 278 
115, 035 
-150,  913 

124, 316 

220, 107 

235, 400 

Cash  transactions: 

93  Gross  expenditures 

346, 021 
-221, 705 

466, 677 
-246, 570 

497, 259 
-261,859 

Q4  A pplio.ablft  receipts 

» Indicated  deficiency  in  funds  available  requiring  supplemental  appropriation  if  July  and  August  1964 
level  of  activity  continued  throughout  the  entire  fiscal  year. 


Mr.  Rooney.  The  committee  will  now  please  come  to  order. 
Gentlemen,  this  morning  we  have  before  us  representatives  of  the 
Small  Business  Administration.  In  connection  with  this  Administra- 
tion there  is  a pending  supplemental  request  for  the  current  fiscal 
year  which  is  contained  at  page  23  of  House  Document  80 : 

Small  Business  Administration  revolving  fund,  for  additional  capital 
for  the  revolving  fund  authorized  by  the  Small  Business  Act  of  1953 
as  amended,  to  be  available  without  fiscal  year  limitation,  $100  million. 

There  is  a separate  set  of  justifications  with  regard  to  this,  page  1 
and  pages  6 through  10,  which  we  shaU  insert  at  this  point  in  the  record. 
(The  justification  pages  follow:) 
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“Revolving  Fund 

“For  additional  capital  for  the  revolving  fund  authorized  by  the  Small  Business 
Act  of  1953,  as  amended,  to  be  available  without  fiscal  year  limitation, 
£$45,000,000]  $100,000,000.  {72  Stat.  884,  as  amended;  72  Stat.689,  as  amended; 

Supplemental  Appropriation  Act,  1963.)’^ 

JUSTIFICATION  FOR  ESTIMATE  OF  SUPPLEMENTAL  APPROPRIATION,  FISCAL  YEAR  1965 

The  agency’s  commitments  for  new  business,  disaster,  investment  company, 
and  development  company  loans  have  been  limited  since  early  in  December  to 
the  amount  of  funds  becoming  available  from  repayments  and  sales  of  loans  and 
from  cancellations  of  prior  loan  commitments.  Funds  becoming  available 
monthly  from  these  sources  amount  to  approximately  50  percent  of  the  average 
monthly  commitments  for  new  loans  during  the  first  5 months  of  fiscal  year  1965. 

This  critical  funds  situation  results  from  an  unprecedented,  and  unplanned  for, 
high  level  of  business  loan  applications  each  month  since  February  1954  and  a 
record  amount  of  disaster  loans  during  the  past  18  months. 

The  trend  in  business  loan  applications  is  shown  in  the  following  tabulation: 


Fiscal  year 
1964 

Fiscal  year 
1965 

Budget  estimate  (average  per  month) 

$875 
967 
783 
1,  045 
1, 315 
1, 194 
1, 131 
1,439 

$950 
1 1,839 

Actual  (average  per  month) 

July  1963  to  January  1964  (average  per  month) 

February  1964  

March 

April  . _ _ . 

May 

June 

July 

1, 523 
1,462 
2,000 
2, 438 
1,886 
1,  726 

August 

September 

October 

November 

December  

» 1st  6 months. 


The  SBA  share  of  disaster  loans  approved  in  fiscal  year  1964  was  $54.1  million 
compared  with  the  budget  estimate  of  $27  million.  During  the  first  6 months 
of  fiscal  year  1965,  the  SBA  share  of  disasters  loans  amounted  to  $46.7  million. 
These  figures  reflect  loan  assistance  to  homeowners  and  business  firms  suffering 
damages  from  the  Alaska  earthquake  in  March  1964;  the  Ohio  River  Valley 
floods  in  March;  also,  Idaho  and  Montana  floods  in  June,  Florida-Georgia  areas 
damaged  by  hurricanes  Cleo  and  Dora  in  August  and  September,  and  numerous 
other  small  disasters. 

The  combination  of  increased  business  loan  activity  and  the  tremendous 
disaster  loan  demands  resulted  in  the  carryover  balance  in  the  revolving  fund  at 
June  30,  1964,  being  $126.3  million  or  $34.1  million  less  than  had  been  anticipated. 
It  had  become  evident  by  this  time  that  if  the  trend  in  business  loan  applications 
continued  at  the  higher  level,  the  resources  of  the  fund  would  not  be  adequate 
to  meet  demands  for  the  entire  fiscal  year  1965. 

Lending  activities  during  July  and  August  resulted  in  further  charges  of  $35.1 
million  to  the  fund  so  that,  after  making  allowance  for  the  amount  to  be  trans- 
ferred for  administrative  expenses  in  fiscal  year  1965,  the  fund  balance  at  August 
31  had  been  reduced  to  $67.3  million.  On  the  basis  of  a revised  projection  of 
business  loan  requirements  to  give  recognition  to  the  continued  high  level  of 
applications,  the  calculated  impact  on  the  fund  for  all  programs  exclusive  of  disas- 
ter loans  was  sufficient  to  indicate  an  exhaustion  of  the  fund  by  December  31, 
1964,  without  any  provision  for  disaster  loan  needs. 

As  a matter  of  avoiding  a drastic  curtailment  in  operations  before  the  new 
Congress  convening  in  January  1965  could  consider  a request  for  additional 
funds,  a supplemental  appropriation  estimate  of  $60  million  was  submitted  to  the 
Congress  in  late  September  1964  to  restore  to  the  revolving  fund  the  amounts 
required  for  disaster  loans  in  excess  of  the  amounts  budgeted.  Based  on  the 
experience  of  the  preceding  several  months,  it  appeared  that  this  amount  would 
be  sufficient  to  provide  for  all  needs  until  approximately  March  1965,  assuming  no 
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additional  disasters  of  the  magnitude  of  that  which  occurred  in  Alaska.  This 
request  projected  a deficit  of  $76.5  million  in  funds  available  if  the  July  and  August 
level  of  activity  continued  for  the  full  fiscal  year.  With  adequate  funds  available 
until  approximately  March  1965,  additional  time  wmuld  be  provided  to  observe 
the  trend  and  measure  the  impact  of  the  expanding  business  loan  program  as 
well  as  loans  under  title  IV  of  the  Economic  Opportunity  Act. 

Pursuant  to  this  supplemental  request,  the  Congress  appropriated  $45  million. 
Despite  this  provision  of  additional  funds,  however,  the  revolving  fund  balance 
was  reduced  to  $17.4  million  at  November  30.  This  accelerated  rate  of  usage  of 
the  fund  results  from  a steep  increase  in  volume  of  business  loan  applications 
in  September  and  October  over  the  July  and  August  receipts  of  1,523  and  1,462 
applications,  respectively.  September  produced  2,000  applications  and  October 
2,438. 

Business  loan  commitments  charged  against  the  fund  from  July  through 
November  were: 

Millions 


July $20.  2 

August 24.  8 

September 27.  5 

October 45.  2 

November 57.  3 


In  order  to  conserve  funds  for  disaster  loans  and  avoid  a sharp  curtailment  of 
operations  which  the  activity  through  October  indicated  would  otherwise  be 
necessary,  action  was  taken  on  November  10,  1964,  to  reduce  the  maximum  size  of 
business  loan  applications  to  be  accepted — direct  loans  were  limited  to  $15,000 
and  the  SBA’s  share  of  immediate  participation  loans  limited  to  $50,000.  Since 
guaranteed  loans  are  funded  at  only  10  percent  of  the  SBA’s  share,  no  limitation 
below  the  statutory  maximum  of  $350,000  was  imposed  on  such  loan  applications. 
Meanwhile,  an  aggressive  campaign  was  started  to  sell  as  many  as  possible  of  our 
more  seasoned  loans.  Thirty-one  ex-bankers  have  been  hired  on  a t mporary  basis 
to  assist  in  this  sales  campaign  as  well  as  to  help  obtain  greater  bank  participation 
in  the  future.  Through  January  20,  this  campaign  has  resulted  in  sales  ajid  con- 
versions of  business  loans  (including  commitments  on  sales  not  actually  consum- 
mated) amounting  to  $14.3  million  in  connection  with  455  loans. 

However,  even  with  the  reduction  in  size  of  business  loan  applications,  total 
loan  demands  under  all  programs  financed  from  the  fund  have  exceeded  amounts 
becoming  available  from  repayments,  sales,  and  cancellations.  Accordingly,  it 
has  been  necessary  to  establish  a system  of  priorities  by  program.  Business  loan 
approvals  are  limited  to  guaranteed  loans;  cases  in  which  genuine  hardship  or 
complete  cessation  of  business  operations  will  result  from  delay  in  approval  and 
disbursement;  cases  highly  essential  to  defense  or  the  civilian  economy;  and  cases 
involving  an  emergency  situation  which  merits  special  consideration.  For  those 
business  loan  applications  which  would  otherwise  be  approved  except  for  the 
shortage  of  funds,  the  applicant  is  furnished  with  an  “advice  of  favorable  con- 
sideration.” As  of  January  21,  the  backlog  of  such  cases  ready  for  approval  when 
funds  become  available  amounted  to  $9.3  million. 

Additional  funds  as  contemplated  by  this  supplemental  appropriation  request 
are  essential  to  permit  SBA  to  resume  full-scale-lending  operations  under  all 
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programs  in  line  with  the  level  of  financing  being  sought  by  small  firms  and  disaster 
victims.  The  requested  amount  of  $100  million  is  derived  as  follows: 


[In  millions] 


Estimated 

program 

obligations 

Estimated 
repayments, 
revenues, 
and  cancel- 
lations 

Estimated 
deficit  in 
funds  avail- 
able (-) 

Financial  assistance: 

Sec.  7(a)  business  loans  ($342.9  less  $18.7  adjustment  for 
90  percent  of  guaranteed  loans) 

$324. 2 
5.0 

10.8 

75.0 
26.3 

32.1 

$206. 5 

.5 

} 27.2 

-$117.7 

-4.5 

-58.6 

-26.3 

5.3 

Economic  Opportunity  Act  business  loans 

Disaster  loans': 

Displaced  business 

Other 

Administrative  expenses 

Interest  and  other  expense  and  revenue 

37.4 

Total,  financial  assistance 

473.4 

271.6 

-201.8 

Investment  and  development  company  assistance: 

Purchase  of  debentures  from  and  loans  to  small  business 
investment  companies  (net  of  adjustment  for  guaran- 
teed loans) 

53.8 

30.0 

3.1 

9.5 

7.0 

7.0 

-46.8 

-23.0 

-3.1 

3.4 

Loans  to  local  development  companies 

Administrative  expenses 

Interest  and  other  expense  and  revenue .. 

12.9 

Total  investment  and  development  company  assistance. 
Total,  aU  programs 

96.4 

26.9 

-69.5 

569.8 

298.5 

-271.3 

126.3 

Balance  available  from  prior  year 

Deficit 

-145.0 

Appropriation  required  to  cover  above  deficit: 

Enacted 

45.0 

100.0 

Present  supplemental  request 

Authorized  appropriations 

The  Small  Business  Act  authorizes  appropriations  to  the  SBA  revolving  fund 
in  an  amount  of  $1,666  million.  Appropriations  made  to  date  total  $1,395  million. 
Thus,  the  requested  $100  million  supplemental  for  1965  and  the  $150  million 
appropriation  request  for  1966  are  within  the  amounts  authorized. 

Administrative  expenses 

Additional  administrative  expenses  required  to  handle  the  business  loan  work- 
load in  excess  of  the  budget  estimate  are  being  financed  out  of  the  contingency 
amount  authorized  by  the  1965  Appropriation  Act  to  be  apportioned  by  the  Bureau 
of  the  Budget  as  needed. 

AGENCY  1965  ESTIMATE  IN  ERROR 

Mr.  Rooney.  Mr.  Foley,  you  were  here  before  this  committee  last 
year  on  March  13,  less  than  a year  ago.  At  that  time  you  did  not  ask 
for  or  indicate  that  you  needed  any  additional  funds  for  the  revolving 
fund.  Subsequently,  you  received  a supplemental  appropriation  of 
$45  million.  How  in  heaven’s  name  could  your  estimate  be  so  far  off? 

Mr.  Foley.  For  two  reasons,  Mr.  Chairman.  One  reason  is  the 
unpredictable  increase  in  our  business  loan  program,  and  the  other  of 
course  is  the  disaster  loan  program. 

Mr.  Rooney.  How  much  did  you  originally  estimate  for  disaster 
loans  in  fiscal  1965? 

Mr.  Foley.  I would  have  to  check  the  record,  Mr.  Chairman. 
I believe  roughly  $27  million  was  requested  last  year. 

Mr.  Rooney.  You  don’t  forget  the  amounts  of  little  items  like  $20 
million,  do  you? 
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Mr.  Foley.  I know  I am  not  far  off,  but  I would  have  to  refer  to 
the  record.  It  was  $27  million. 

t Mr.  Rooney.  What  is  the  present  estimate  with  regard  to  disaster 
loans  in  fiscal  year  1965? 

Mr.  Foley.  In  fiscal  1965  we  are  estimating  $85,800,000. 

General  Statement 

Mr.  Rooney.  Before  I ask  you  further  questions,  do  you  have  a 
general  statement  with  regard  to  this  request? 

Mr.  Foley.  We  do  have  a general  statement,  yes,  sir. 

Mr.  Rooney.  Please  proceed. 

Mr.  Foley.  This  is  regarding  the  supplemental. 

Since  February  1964,  both  business  and  disaster  loan  requests  have 
far  exceeded  the  projected  levels  which  could  have  been  anticipated 
or  supported  by  our  experience  up  to  the  time  of  making  the  projec- 
tions. Consequently,  instead  of  being  able  to  finance  fiscal  year  1965 
revolving  fund  operations  without  any  increase  in  capital  as  our  1965 
budget  estimates  had  assumed,  it  was  necessary  to  request  a supple- 
mental appropriation  last  September  (Congress  appropriated  $45 
million)  and  I am  here  today  in  support  of  a request  for  an  additional 
$100  million. 

FISCAL  YEAR  1964  LENDING  VOLUME 

The  unprecedented  and  unanticipated  high  level  of  business  loan 
applications  had  just  gotten  underway  about  the  tim.e  I appeared 
before  this  committee  last  March  in  support  of  our  1965  budget 
request.  However,  instead  of  following  the  usual  pattern  and  falling 
off  after  the  March  peak  as  in  past  years,  the  volume  of  applications 
continued  high  and,  in  fact,  the  June  volume  exceeded  that  of  March, 
usually  the  high  month  for  the  year.  Consequently,  the  volume  for 
fiscal  year  1964  averaged  967  per  month  as  compared  to  the  estimate 
of  875. 

SB  A disaster  loans  in  fiscal  year  1964  set  a new  record  high,  as  a 
result  of  the  Alaska  earthquake  last  March  29,  the  Ohio  River  Valley 
floods  which  also  occurred  in  March,  the  Montana-Idaho  floods  in 
June  and  numerous  other  smaller  disasters.  We  actually  used  $54.1 
million  for  disaster  loans  as  compared  to  the  budgeted  amount  of 
$27  million. 

Thus,  we  started  fiscal  year  1965  with  a balance  in  the  revolving 
fund  of  only  $126.3  million,  or  $34.1  million  less  than  the  projected 
total  of  $160.4  million,  which  together  with  anticipated  repayments 
represented  an  amount  assumed  to  be  adequate  for  the  full  year. 

1965  FISCAL  YEAR  LENDING  VOLUME 

In  comparison  with  our  budget  estimates,  we  not  only  started  the 
current  year  with  a smaller  carryover  balance  than  anticipated,  but 
also  have  been  faced  with  business  and  disaster  loan  demands  at  new 
record  levels. 

For  business  loans,  the  1965  estimates  were  based  on  an  average 
monthly  volume  of  950  applications.  During  the  first  6 months  of 
the  year  we  received  11,035  applications  or  an  average  of  1,839  per 
month.  We  attribute  the  rise  in  applications  to  publicity  received 
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by  SBA  in  connection  with  the  President’s  announcement  late  last 
May  of  our  revised  small  loan  program,  the  publicity  created  by  the 
6 by  6 program  (maximum  of  $6,000  for  6 years)  and  the  widely 
publicized  Alaskan  disaster.  In  addition,  demand  was  created  by  a 
prospering  economy. 

Also,  between  July  1 and  December  31,  we  approved  disaster  loans 
with  an  SBA  share  amount  of  $46.7  million.  These  came  primarily 
from  disasters  which  occurred  during  fiscal  year  1964. 

In  light  of  the  trend  in  business  loan  applications  last  July,  August, 
and  early  September,  and  revised  estimates  of  loan  applications 
to  be  received  from  the  Alaska  disaster  areas,  it  became  evident  that 
lending  funds  would  be  exhausted  before  December  31,  1964. 
Accordingly,  a supplemental  appropriation  request  was  submitted  last 
September  to  restore  to  the  fund  amounts  used  for  disaster  loans 
during  fiscal  year  1964  in  excess  of  the  amount  budgeted.  Based  on 
current  usage  at  that  time,  it  appeared  the  amount  requested  would 
be  adequate  to  permit  operations  until  about  March  1,  1965.  As  we 
saw  it  then,  this  would  provide  time  to  observe  the  trend  in  business 
loan  apphcations  and  project  more  accurately  the  needs  for  the  full 
fiscal  year,  including  loans  to  be  made  under  title  IV  of  the  Economic 
Opportunity  Act  of  1964.  As  previously  stated,  a supplemental 
appropriation  of  $45  million  was  approved  by  Congress. 

Actual  business  loan  applications  totaled  2,000  in  September  for  a 
new  record  high,  followed  by  2,438  in  October  for  a new  high  for  the 
second  month  in  a row.  The  net  monthly  impact  on  the  fund  in- 
creased to  such  an  extent  it  became  evident  that  measures  would  have 
to  be  taken  if  adequate  funds  were  to  be  available  for  disaster  loans 
and  a drastic  ciu*tailment  of  our  other  programs  was  to  be  avoided. 

We  considered  several  alternatives.  After  considerable  deliberation 
we  chose  the  plan  of  limiting  direct  business  loan  applications  to 
$15,000  and  immediate  participation  applications  to  $50,000  for  the 
SBA  share.  Since  guaranteed  loans  are  funded  at  only  10  percent  we 
imposed  no  limitation  below  the  $350,000  statutory  maximum. 
These  limits  were  made  effective  on  November  10  as  being  the  plan 
which  probably  would  permit  us  to  reach  the  greatest  possible  number 
of  applicants  within  our  limited  funds.  During  the  first  3 months 
of  this  fiscal  year,  80  percent  of  the  loans  approved  were  within  these 
limitations  although  they  represented  only  37  percent  of  the  dollars. 

Additionally,  we  started  an  aggressive  campaign  to  sell  our  seasoned 
loans  and  obtain  increased  bank  participation  in  future  loans.  To 
assist  in  this  effort,  31  retired  bankers  were  employed  on  a temporary 
basis  to  cover  all  areas  of  the  country.  To  date,  over  $18  million  of 
sales  and  coversions  have  been  negotiated.  While  this  is  encourag- 
ing, it  should  be  noted  that  our  sales  efforts  have  been  launched  in  a 
‘Tight”  market  and  that  the  yield  to  a purchaser  on  our  loans  is  not 
competitive  due  to  the  relatively  low  interest  rate  provided  by  the 
obligation.  Therefore,  this  sales  program  of  itself  is  not  an  adequate 
answer  to  our  problem. 

Despite  these  steps,  the  balance  in  the  fund  has  been  reduced^  to 
the  point  where  new  loan  commitments  are  limited  to  funds  becoming 
available  from  repayments  and  sales  of  loans  and  cancellation  of  pre- 
vious loan  commitments.  These  sources  provide  funds  amounting  to 
approximately  50  percent  of  the  average  monthly  amount  of  new 
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loans  approved  during  the  period  from  July  through  November,  which 
was  $49.3  million  per  month. 

This  reduction  in  available  funds  has  made  it  necessary  to  establish 
program  priorities.  For  business  loans,  approvals  are  now  limited  to 
guaranteed  loans,  loans  involving  genuine  hardship  or  a complete 
cessation  of  business  unless  early  approval  and  disbursement  of  funds 
are  made,  loans  highly  essential  to  defense  or  the  civilian  economy,  and 
cases  involving  an  emergency  situation  which  merit  special  considera- 
tion. For  those  cases  which  otherwise  would  be  approved  except  for 
the  shortage  of  funds,  the  applicant  is  sent  an  ^ ^advice  of  favorable 
consideration.”  Cases  stockpiled  for  future  approval  aggregate  over 
$12  million  at  this  time  and  the  total  is  growing  daily. 

Funds  represented  by  our  supplemental  request  are  mgently  needed 
to  permit  us  to  return  to  lending  in  line  with  the  financing  require- 
ments being  sought  by  small  firms  and  disaster  victims. 

REVISED  DISASTER  LOAN  ESTIMATES 

In  developing  our  estimates  for  the  supplemental  last  September 
we  revised  our  original  estimate  from  $20  million  for  other  than 
displaced  business  disaster  loans  to  $45  million,  based  on  then  current 
estimates  of  needs  for  Alaska  loans.  The  cmTent  supplemental  esti- 
mate reflects  an  additional  $30  million  for  this  purpose,  making  a 
revised  total  of  $75  million  for  the  year. 

Meanwhile,  sizable  areas  of  California,  Oregon,  Washington,  and 
Idaho  have  been  severely  damaged  by  floods  beginning  on  or  about 
last  December  21.  No  firm  estimates  of  probable  loans  are  yet 
available,  but  the  reported  losses  by  firms  in  the  lumbering  industry, 
for  example,  indicate  the  demand  for  disaster  loans  could  run  as  high 
as  $30  million,  or  even  more.  Should  these  loan  requirements  mate- 
rialize, it  is  fairly  evident  that  the  $100  million  supplemental  request 
will  be  inadequate  for  the  remainder  of  1965. 

In  order  to  defer  the  impact  on  the  revolving  fund  for  loans  in  this 
west  coast  area,  approval  was  obtained  from  the  Bureau  of  the  Budget 
to  reinstate  the  deferred  participation  loan  program.  The  partici- 
pating banks  have  agreed  not  to  request  SBA  to  purchase  its  share  of 
such  deferred  participation  loans  until  funds  have  been  provided  by 
the  supplemental  appropriation. 

Attached  is  a statement  reflecting  om*  revised  estimates  of  obliga- 
tions and  funds  becoming  available  for  the  entire  fiscal  year  1965 
compared  with  actual  figures  for  the  first  6 months. 

Prompt  action  by  the  Congress  on  this  estimate  is  urgently  and 
respectfully  requested. 

That  concludes  my  statement. 

LOAN  REQUIREMENTS,  1965 

Mr.  Rooney.  What  do  you  mean  by  the  statement,  ‘That  should 
these  loan  requirements  materialize,  it  is  faudy  evident  that  the  $100 
million  supplemental  request  will  be  inadequate  for  the  remainder  of 
1965”? 

Mr.  Foley.  We  are  not  certain  yet  of  the  losses  in  the  lumbering 
industry.  Our  estimates  are  that  they  will  not  run  over  $30  million. 
That  is  our  own  estimate.  There  are  some  estimates  that  run  over 
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that,  and  it  is  possible  that,  if  we  are  too  conservative  in  our  judg- 
ment, $100  million  may  not  he  enough  to  cover  all  the  requests  we 
will  have  for  small  business  loans  as  well  as  disaster  loans. 

Mr.  Rooney.  You  don’t  have  experts  down  there  who  can  make 
a more  firm  estimate  with  regard  to  this  situation  than  the  one  you 
relate? 

Mr.  Foley.  We  have  done  the  best  we  can,  Mr.  Chairman.  We 
do  have  appraisers  in  the  field.  I have  been  through  the  area  myself 
twice.  I can  only  say  that  it  is  very  difiicult  to  estimate  particularly 
the  loss  of  inventory.  It  is  fairly  easy  to  appraise  the  plant  and 
equipment,  but  on  loss  of  inventory,  it  is  not  clear  whose  losses  they 
are.  which  firm.  We  are  not  final  in  our  estimate  as  yet. 

THE  6 BY  6 PKOGRAM  LOANS 

Mr.  Rooney.  How  many  and  in  what  total  amount  have  loans  been 
made  through  this  so-called  6 by  6 program? 

Mr.  Foley.  I can  give  you  the  exact  information.  I would  have 
to  estimate  it  now,  however,  from  memory.  I would  judge  about  500 
loans  have  been  made  under  the  6 by  6 program.  I could  provide  at 
this  point  in  the  record  the  exact  information. 

Mr.  Rooney.  In  what  total  amount? 

Mr.  Foley.  It  would  be  between  $2  and  million.  We  have 
the  exact  figures  here,  Mr.  Chairman. 

Mr.  Hendricks,  our  Deputy  Administrator  for  Financial  Assist- 
ance. 

Mr.  Hendricks.  Mr.  Chairman,  we  have  about  six  of  these  pro- 
grams launched:  one  in  Camden,  N.J. 

Mr.  Rooney.  The  question,  Mr.  Hendricks,  was  how  many  and 
in  what  total  amount  have  loans  been  made  in  the  6 by  6 program? 

Mr.  Hendricks.  In  the  New  York  area 

Mr.  Rooney.  In  the  total  area. 

Mr.  Hanna.  Mr.  Chairman,  there  are  504,  for  a total  of  $2,282,000. 

Mr.  Rooney.  That  would  not  be  much  of  an  excuse  for  your  esti- 
mate of  less  than  a year  ago  being  so  inaccurate,  would  it? 

Mr.  Foley.  I don’t  think  the  6 by  6 program  is  really  the  cause  of 
our  having  such  a great  demand. 

Mr.  Rooney.  Of  course  you  give  it  as  one  of  the  reasons,  do  you  not? 

Mr.  Foley.  It  may  be  a side  reason.  We  have  received  a lot  of 
publicity  out  of  the  6 by  6 program.  I think  the  publicity  the  agency 
has  gotten  because  of  the  6 by  6 program  has  in  part  led  to  an  increase 
in  demand  over  our  regular  business  loan  program. 

ATTEMPT  TO  MAKE  CONGRESS  THE  SCAPEGOAT 

Mr.  Rooney.  How  many  loan  applicants  have  been  advised  that 
their  loan  could  not  be  made  within  the  past  number  of  months 
because  such  loan  was  dependent  upon  ‘‘action  by  the  Congress”  in 
providing  funds? 

Mr.  Foley.  We  don’t  have  the  exact  number,  Mr.  Chairman. 
We  could  provide  that  information.  We  do  have  the  dollar  figures. 
We  do  not  have  it  in  terms  of  the  number  of  applicants.  The  dollar 
figures  amount  to  about  $15  million. 

Mr.  Rooney.  You  have  advised  these  people  that  this  has  been 
the  responsibility  of  the  Congress;  have  you,  when  the  fact  of  the 


233 


matter  is  that  it  is  your  ineptitude  in  making  your  estimates  as  of 
a year  ago  or  less  than  a year  ago;  is  that  correct?  Is  that  a fair 
statement? 

Mr.  Foley.  Mr.  Chairman,  I have  not  tried  to  say  that  it  is  the 
failure  of  Congress,  and  I don’t  think  our  field  people  have  said  that. 
There  is  no  question  that  the  fault  lies  with  om*  agency,  and  that 
means  myself. 

Mr.  Rooney.  Has  that  been  explained  to  any  of  these  loan  appli- 
cants? 

Mr.  Foley.  I don’t  think  we  have. 

Mr.  Rooney.  No;  I don’t  think  so,  either.  You  have  made  Con- 
gress the  scapegoat  as  being  responsible  for  failing  to  provide  funds 
to  make  small  business  loans.  Is  that  a fair  statement? 

Mr.  Foley.  Mr.  Chairman,  to  my  knowledge  we  have  not  in  any 
way  indicated  that  Congress  has  failed  to  provide  us  or  in  any  way 
failed  to  do  its  duty  with  respect  to  our  fund. 

Mr.  Rooney.  If  you  tell  a loan  apphcant  that  the  final  processing 
of  his  loan  is  dependent  upon  “action  by  the  Congress,”  I think  that 
is  putting  it  directly  in  the  lap  of  the  CongTess,  isn’t  it,  rather  than 
in  the  lap  in  which  it  belongs,  to  wit,  yours? 

Mr.  Foley.  Mr.  Chairman,  I am  unaware  that  we  have  so  advised 
loan  apphcants.  In  any  event,  if  we  have,  I apologize.  Ordinarily 
any  publicity  that  we  have  had  on  this  program  we  have  attributed 
to  the  unprecedented  demand  for  business  loans  as  well  as  the  disaster 
loan  program.  We  have  not  in  any  way  tried  to  make  Congress  the 
scapegoat. 

Mr.  Rooney.  If  Congress  were  to  approve  this  pending  supple- 
mental request  of  $100  million,  what  do  you  now  estimate  your  un- 
obligated balance  to  be  in  the  revolving  fund  as  of  this  coming  June  30? 

Mr.  Foley.  Our  estimate  would  be  zero  as  of  June  30. 

Mr.  Rooney.  You  would  use  all  this  money  before  June  30,  which 
is  how  many  months  away? 

Mr.  Foley.  Approximately  4. 

Mr.  Rooney.  Are  you  any  better  informed  on  your  requirements 
now  than  as  of  this  time  a year  ago? 

Mr.  Hanna.  I believe  we  are.  This  is  only  a belief,  however,  Mr. 
Chairman.  Referring  to  our  estimates  over  prior  years,  it  has  been 
extremely  difficult  to  forecast  what  our  business  loan  or  disaster  loan 
fund  is  going  to  be. 

AGENCY  ERROR  RESPONSIBLE  FOR  LACK  OF  FUNDS  IN  1965 

Mr.  Rooney.  With  aU  of  these  telephone  calls  to  which  we  made 
reference  a while  ago,  in  every  one  of  which  the  party  seeking  the  loan 
stated  he  was  directed  to  the  Congress  and  this  committee  by  the 
Small  Business  Administration,  they  conveyed  the  impression  the 
Congress  has  been  derelict  in  not  providing  funds  for  the  loan  pro- 
gram. However,  the  fact  of  the  matter  is  that  when  you  were  here 
a year  ago,  Mr.  Foley  testified  on  March  13,  1964,  at  page  92  of  the 
printed  hearings  as  follows: 

* * * As  previously  stated,  Mr.  Chairman  and  gentlemen  of  the  committee, 
for  the  first  time  in  SBA’s  history,  we  are  not  requesting  additional  appropriations 
for  the  fund.  In  other  words,  on  the  basis  of  our  estimates  of  1964  and  1965 
activities,  the  fund  is,  or  rather  will  be  “revolving.”  That  is  the  estimated 
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carryover  balance  at  June  30,  1964,  and  repayments,  revenues,  and  cancellations 
projected  for  1965  are  sufficient  to  cover  the  estimated  new  loans  to  be  approved 
and  related  interest  and  business  expenses, 

Mr.  Hanna.  That  was  a true  statement. 

Mr.  Rooney.  I have  read  Mr.  Foley’s  testimony  correctly,  have  I? 

Mr.  Hanna.  Yes,  sir. 

Mr.  Rooney.  Do  you  not  think  it  would  be  better  if  the  agency 
were  to  inform  these  loan  applicants  of  the  facts  in  this  regard  rather 
than  have  them  call  the  Congress  where  the  procedure  is  long  and 
cumbersome,  which  should  be  known  to  everybody  in  this  agency? 
You  know,  Mr.  Hanna,  that  an  appropriation  must  be  submitted  to 
the  Bureau  of  the  Budget,  then  sent  up  here,  and  so  on?  This 
request  was  not  sent  up  until  February  8,  1965,  this  request  for  the 
supplemental  appropriation  of  $100  million. 

Having  been  sent  up  here,  it  has  to  go  to  the  Subcommittee  on 
Appropriations  in  the  House,  the  House  Committee  on  Appropria- 
tions, the  House  of  Representatives  itself,  the  Senate  subcommittee, 
the  Senate  Committee  on  Appropriations,  the  Senate  itself,  and  then 
very  possibly,  being  in  a supplemental  bill,  go  to  a conference  between 
the  House  and  the  Senate. 

You  are  familiar  with  all  of  these  things;  are  you  not? 

Mr.  Hanna.  Yes,  sir. 

Mr.  RooNEy.  Would  it  not  be  more  fair  to  the  American  public 
and  particularly  the  prospective  borrowers,  to  advise  them  that  you 
folks  made  the  mistake  and  not  the  Congress? 

Mr.  Hanna.  Mr.  Chairman,  in  the  suggested  letter  which  was 
sent  to  our  field  offices  to  advise  individuals  that  the  loans  had  been 
given  favorable  consideration,  we  reported  the  reason  we  were  out 
of  money;  because  of  the  unprecedented  volume  both  of  business  and 
disaster  loan  applications. 

This  letter  did  go  on  to  say  we  were  submitting  a supplemental 
request  and  whether  we  would  be  able  to  approve  that  later  would  be 
contingent  either  upon  that  appropriation  or  additional  collections. 

Mr.  RooNEy.  Why  bring  the  Congress  into  it  at  all? 

You  got  all  the  money  you  requested  last  year  insofar  as  the  re- 
volving fund  was  concerned;  to  wit,  nothing? 

You  stated  you  did  not  need  any  more  than  nothing,  so  why  take 
the  time  of  the  committee  to  answer  telephone  calls  from  people  who 
think  it  is  the  fault  of  the  Congress  that  they  cannot  get  their  loans? 
Is  that  a fair  question? 

Mr.  Hanna.  Yes,  I expect  that  it  is. 

It  was  not  intended,  I must  assure  you,  in  that  way.  We  tried  to 
put  it  on  the  basis  of  the  fact  that  because  of  the  unprecedented 

Mr.  Rooney.  This  whole  thing  is  a mess  from  beginning  to  end. 
It  is  similar  to  this  business  of  coming  here  and  asking  for  no  new 
employees  and  then  putting  230  additional  on  the  permanent  payroll. 

Mr.  Foley.  Could  I address  myself  to  that? 

Mr.  Rooney.  Yes.  I shall  give  you  a full  chance  to  answer  that 
question. 

Mr.  Foley.  I believe  that  you  will  find  that  the  additions  to  the 
payroll  that  occurred  in  the  last  fiscal  year 

Mr.  Rooney.  Before  we  get  into  that,  let  Mr.  Hanna  finish  his 
statement.  That  is  my  first  question  when  Mr.  Hanna  finishes. 

Mr.  Bow.  Mr.  Chairman,  would  you  yield  to  me? 
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Mr.  Kooney.  Very  well,  Mr.  Bow. 

Mr.  Bow.  I would  like  to  say  this:  I have  had  a number  of  calls  in 
my  office  in  Ohio  as  well  as  letters  sent  back  here  from  people  who 
have  gone  to  the  Cleveland  office.  I do  not  know  what  they  have 
been  told.  They  did  not  tell  me  what  they  were  told,  but  people 
write  to  me  and  say,  “1  have  not  been  able  to  get  a small  business 
loan  because  there  is  no  money  there  and  I understand  there  will  not 
be  until  you  appropriate  funds.  I understand  you  are  on  the 
committee.’’ 

I just  do  not  know  how  these  people  found  out  that  I am  on  this 
committee. 

Mr.  Rooney.  How  did  they  get  the  telephone  number  here  in  this 
very  committee  room?  We  had  two  calls  this  morning  while  Mr.  Foley 
was  testifying. 

Mr.  Hanna.  I have  no  idea. 

Mr.  Rooney.  I do  not  know  if  somebody  thinks  this  sort  of  thing 
is  smart,  but  I think  it  is  dumb. 

How  would  they  just  happen  to  get  the  number  of  the  Capitol 
and  the  correct  extension? 

Mr.  Bow.  And  know  the  members  of  this  subcommittee. 

Mr.  Rooney.  I had  only  one  call  and  it  was  not  from  New  York 
City  so  I just  told  them  the  facts  of  life.  I told  them  what  a splendid 
Administrator  Mr.  Foley  was  and  I let  it  go  at  that. 

Mr.  Bow.  That  is  all,  Mr.  Chairman. 

Thank  you. 

Mr.  Rooney.  Mr.  Smith? 

SPEEDUP  IN  PROCESSING  LOANS 

Mr.  Smith.  Has  the  speedup  in  granting  loans  or  processing  loans 
had  anything  to  do  with  this? 

Mr.  Foley.  I don’t  think  so,  Mr.  Smith.  I do  think  in  the  future 
it  will  have  an  effect.  It  is  just  a little  too  early  to  be  able  to  tell. 
We  are  making  our  loans  faster  than  we  did  a year  ago.  With  the 
recent  organization  changes  we  have  made,  I think  we  will  even  im- 
prove on  that.  I think  the  cumulative  effect  of  this,  once  the  word 
gets  around  in  the  business  community,  will  probably  result  in  an 
increased  demand  for  our  program. 

Mr.  Smith.  You  don’t  think,  then,  any  speedup  in  processing 
loans  would  have  caused  this  fiscal  year  to  increase  the  level  of  activity 
to  level  which  would  not  be  sustained  the  next  fiscal  year. 

Mr.  Foley.  It  is  hard  to  estimate.  I don’t  think  so.  It  takes  a 
little  while  for  the  word  to  get  around.  I don’t  think  the  word  has 
gotten  around.  I still  get  about  the  same  number  of  complaints  about 
our  redtape  and  the  time  spent  in  making  loans  as  I did  a year  ago. 
I don’t  think  that  has  had  an  effect. 

Mr.  Rooney.  Mr.  Bow? 

REVOLVING  FUND  REPAYMENTS 

Mr.  Bow.  Mr.  Foley,  how  much  wiU  the  repayments  into  the 
revolving  fund  be  between  now  and  June? 

Mr.  Foley.  I would  like  to  ask  Mr.  Hanna. 

Mr.  Hanna.  $98.2  million.  This  is  taken  from  January  31. 
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Mr.  Bow.  You  want  an  extra  $100  million.  That  means  you  are 
prepared  now  to  make  loans  of— what  have  you  approved  now? 

Mr.  Hanna.  Our  total  estimated  requirement  through  June  30, 
from  this  table  made  up  as  of  January  31,  is  $260  million.  We  esti- 
mated we  would  have  available  $149.8  million.  This  is  a projected 
shortage  of  $110  million  if  all  these  factors  proved  out. 

Mr.  Bow.  So  as  of  June  1 you  would  still  be  $7  million  short? 

Mr.  Hanna.  Possibly,  if  all  of  this  proved  out. 

Mr.  Bow.  What  type  of  loans  are  these? 

Mr.  Hanna.  This  included  disaster  loans,  investment  company 
activities,  business  loans,  and  development  company  loans. 

DISASTER  LOANS 

Mr.  Bow.  When  did  this  earthquake  occur? 

Mr.  Foley.  March  27  last  year. 

Mr.  Bow.  When  did  you  process  your  first  loan  to  people  in  the 
disaster  area? 

Mr.  Foley.  Mr.  Bow,  we  could  provide  that  information  exactly. 
I would  have  to  estimate  it  would  be  about  3 weeks  after  the  disaster. 

Mr.  Bow.  Will  you  supply  that  for  the  record? 

(Note. — The  first  loan  in  Alaska  was  approved  on  April  23,  1964.) 

Mr.  Foley.  I will  supply  that  for  the  record. 

Mr.  Bow.  And  the  amount  in  each  one  of  the  disaster  areas  of  the 
loans  you  have  made,  and  also  the  present  status  of  those  loans  and 
when  they  are  repayable. 

Mr.  Foley.  The  disaster  loans  are  repayable  in  Alaska  over  a 
period  of  30  years,  although  not  all.  That  is  the  maximum. 

Mr.  Bow.  When  do  the  payments  start? 

Mr.  Foley.  Some  of  them  start  immediately.  Others  have  out 
a moratorium  on  the  first  yearns  principal  and  interest. 

Mr.  Bow.  On  each  one  of  the  disaster  areas  referred  to  here, 
provide  the  amounts  you  have  loaned  and  also  the  present  condition 
of  those  loans  so  far  as  default  and  delinquency  are  concerned. 

Mr.  Foley.  I would  be  very  glad  to  supply  that. 

Mr.  Bow.  Also  the  date  of  the  disaster  and  the  date  you  made 
out  the  first  loan. 

Mr.  Foley.  Very  good,  sir.  We  will  be  very  happy  to  supply  that. 

(The  information  follows:) 
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All  other  areas 167  3, 642, 396 


241 


242 


Mr.  Bow.  What  is  the  interest  rate  on  the  disaster  loans? 

Mr.  Foley.  The  interest  rate  on  the  natural  disaster  loans  is  3 
percent. 

Mr.  Bow.  Is  that  what  the  Alaska  loan  was? 

Mr.  F OLEY.  On  our  share  it  was  3 percent.  In  Alaska  we  permitted 
the  bank  to  charge  the  normal  interest  rate  on  their  share.  So,  on 
most  of  the  loans,  on  the  bank’s  share  of  10  percent  the  interest  rate 
is  6 percent,  whereas  on  90  percent  of  the  loan  it  is  3 percent,  which 
makes  an  effective  interest  rate  of  about  3.3  percent. 

PROCESSING  OF  APPLICATIONS 

Mr.  Bow.  When  did  you  stop  taking  applications  for  loans? 

Mr.  Foley.  We  are  still  taking  applications. 

Mr.  Bow.  Not  in  Cleveland.  I am  advised  people  go  up  there, 
and  they  are  told  they  are  not  taking  applications. 

Mr.  Foley.  It  depends  on  the  size  of  the  application.  We  are  still 
making  direct  loans  under  $15,000.  We  are  still  making  loans  of 
$50,000  where  a bank  takes  at  least  10  percent.  Where  a bank 
will  go  under  our  guaranty  basis  we  still  make  loans  up  to  $350,000. 
But  where  people  are  being  turned  down  is  where  they  don’t  fall 
within  those  restrictions.  They  may  need  $100,000  and  if  the  bank 
is  not  willing  to  guarantee  it 

Mr.  Bow.  When  did  you  put  those  restrictions  on? 

Mr.  Foley.  The  first  part  of  November  last  year. 

Mr.  Bow.  Was  it  uniform  throughout  the  country  or  did  you  pick 
certain  sections? 

Mr.  Foley.  It  was  unifoiTn. 

Mr.  Bow.  When  you  put  on  those  restrictions  it  cut  down  your 
workload  some.  Did  you  have  any  reduction  in  force? 

Mr.  Foley.  We  have  not  had  a reduction  in  force. 

Mr.  Bow.  That  is  all. 

6 BY  6 PROGRAM 

Mr.  Cederberg.  When  was  your  6 by  6 program  actually  put 
into  effect? 

Mr.  Foley.  It  started  in  February  of  1964  in  Philadelphia  on  a 
planning  project  basis.  We  extended  it  to  New  York  in  April  of  1964 
and  then  to  Washington,  D.C.,  in  approximately  July  of  last  year. 
Our  experience  is  quite  good. 

I think  the  major  reason  was  our  new  loan  criteria  on  loans  under 
$15,000.  This  has  created  a great  demand. 

Mr.  Rooney.  Excuse  me.  I think  the  record  shows  that  the  matter 
of  these  6 by  6 loans  is  utterly  inconsequential  insofar  as  the  present 
situation  is  concerned.  There  have  been  504  loans  for  $2.1  million. 

Mr.  Foley.  No,  I think  you  probably  will  find  a greater  demand  for 
loans  in  a prosperous  economy,  believe  it  or  not.  I can  provide  details 
on  that  for  the  record.  Business  is  good,  and  people  want  to  expand 
their  business.  They  have  more  confidence  in  their  ability  to  meet 
the  loans. 

Mr.  Cederberg.  When  we  are  more  prosperous  can  they  not  go  to 
regular  financing  sources  rather  than  through  SBA? 
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Mr.  Foley.  The  way  we  fit  into  the  financing  picture  is  that  com- 
mercial banks  make  short-term  loans,  almost  always  less  than  a year; 
and  on  longer  term  loans  up  to  3 years  the  SBA  has  filled  in  the  gap 
of  long-term  loans  for  good  credit  risks.  Our  agency  really  never  has 
been  a risk  lender.  We  finance  people  who  need  a longer  payout 
period  than  commercial  banks  can  give  them  but  who  are  good  risks. 
I think  you  will  find  that  the  banks  also  have  had  a tremendous  in- 
crease in  thek  lending. 

Mr.  Cederberg.  The  fact  that  your  6 by  6 program  had  little  or 
no  impact  on  your  overall  program  would  indicate  that  your  estimates 
were  so  far  off  that  it  is  unreasonable  to  believe  that  you  could  not 
have  made  a better  estimate  of  what  was  going  to  come. 

Mr.  Foley.  That  may  be  justifiable  criticism.  We  based  it  on  the 
experience  of  the  previous  2 years.  We  figured  in  fiscal  1965  a loan 
application  rate  per  month  of  950,  a slight  increase  over  the  previous 
fiscal  year.  In  the  first  6 months  of  fiscal  1965  the  loan  application 
rate  has  been  about  1,837.  In  searching  for  a reason  for  the  sudden 
tremendous  increase  in  interest,  I believe  it  is  primarily  due  to  the 
publicity  that  the  Agency  got  with  respect  to  the  President’s  announce- 
ment last  May  of  our  simplified  loan  program  under  $15,000,  plus  the 
residual  benefits  in  the  sense  of  the  publicity  connected  with  the  6 by 
6 program,  plus  the  fact  that  we  just  could  not  possibly  predict  a 
natural  disaster. 

Mr.  Cederberg.  It  is  hard  to  understand  how  your  estimate  could 
be  so  far  off  when  you  have  had  people  working  with  this  program  over 
the  years  who  have  had  experience  in  looking  ahead.  It  is  hard  to 
understand  why  you  could  be  so  far  off.  It  is  something  I do  not 
understand. 

That  is  all  I have,  Mr.  Chairman. 

Mr.  Rooney.  Isn’t  this  what  generally  happens  when  you  “stream- 
line” an  agency,  when  you  put  more  people  on  the  payroll  and  there  is 
more  redtape  involved.  That  is  about  it,  isn’t  it? 

Are  there  any  further  questions,  gentlemen?  (No  response.)  If 
not,  we  shall  proceed  to  the  regular  request  for  fiscal  year  1966,  which 
entails  the  full  operations  of  the  Agency. 
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SUBCOMMITTEE  ON  INDEPENDENT  OFFICES  APPROPRIATIONS 
ALBERT  THOMAS,  Texas,  Chairman 
JOE  L.  EVINS,  Tennessee  CHARLES  R.  JONAS,  North  Caro- 

EDWARD  P.  BOLAND,  Massachu-  lina 

setts  WILLIAM  E.  MINSHALL,  Ohio 

GEORGE  E.  SHIPLEY,  Illinois  JOHN  R.  RHODES,  Arizona 

ROBERT  N.  GIAIMO,  Connecticut 

Monday,  February  15,  1965. 
CIVIL  SERVICE  COMMISSION 

WITNESSES 

JOHN  W.  MACY,  JR.,  CHAIRMAN 

WARREN  B.  IRONS,  EXECUTIVE  DIRECTOR 

W.  B.  UHLENHOP,  CHIEF,  BUDGET  AND  FINANCE  DIVISION 

ANDREW  E.  RUDDOCK,  DIRECTOR,  BUREAU  OF  RETIREMENT  AND 

INSURANCE 

Government  Payment  for  Annuitants,  Employees  Health 

Benefits  Fund 

Mr.  Thomas.  The  committee  has  before  it  this  morning  a supple- 
mental estimate  for  $1,560,000  for  Government  payment  for  annui- 
tants, employees  health  benefits  fund  as  contained  in  House  Doc- 
ment  No.  80. 

Mr.  Macy,  would  you  tell  us  about  this  briefly,  please. 

Mr.  Macy.  This  is  the  item  we  referred  to  earlier  in  talking  about 
the  payment  for  annuitants,  the  employee  health  benefit  fund.  This 
is  $1,560,000  necessary  for  that  fund  in  order  to  meet  the  obligations 
for  the  balance  of  this  fiscal  year.  The  supplemental  request  is  really 
based  upon  three  factors  which  have  necessitated  an  increasing  cost. 

One  is  the  passage  of  Public  Law  88-284  which  resulted  in  additional 
contribution  because  of  an  expansion  of  the  program.  One,  for 
example,  is  the  enrollment  of  women  with  nondependent  husbands. 
The  law  permitted  that.  Another  was  the  added  number  of  annuitants 
who  were  authorized  to  reenroll.  It  was  a liberalization.  Thirdly, 
from  self  only  to  the  self  and  family  allotment  to  include  foster 
children. 

Mr.  Thomas.  I think  it  was  an  enlargement  of  the  benefits  that 
created  this,  and  that  was  created  by  the  Congress. 

Mr.  Macy.  That  is  right,  and  the  number  of  enrollees  increased 
because  the  number  of  retirees  increased. 

Mr.  Thomas.  Is  this  a pretty  firm  figure? 

Mr.  Macy.  Yes,  sir. 

Mr.  Thomas.  We  shall  insert  the  justification  in  the  record. 

Thank  you,  gentlemen. 

(The  material  follows:) 

Supplemental  Burget  Estimate,  Fiscal  Year  1965 

The  Civil  Service  Commission  submits  herewith  a request  for  additional  funds 
required  for  operations  in  the  current  fiscal  year  for  the  appropriation  “Govern- 
ment payment  for  annuitants,  employees  health  benefits  fund.” 

Justification  for  this  request  is  set  forth  in  the  following  pages. 

Government  payment  for  annuitants,  employees  health  benefits  fund 


Appropriated  and  available $10,  845,  000 

Required,  1965 12,  405,  000 

Supplemental  request,  1965 1,  560,  000 
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GENERAL  STATEMENT 

The  Federal  Employees  Health  Benefits  Act  of  1959  (Public  Law  86-382,  5 
U.S.C.  3006)  provides  that  there  shall  be  created  an  employees  health  benefits 
fund  to  be  administered  by  the  Commission  and  to  be  available  without  fiscal 
year  limitation  for  all  payments  to  approved  health  benefits  plans.  The  act 
further  provides  that  the  sums  authorized  to  be  contributed  by  the  Government 
toward  the  health  benefit  subscription  charge  of  any  annuitant  as  defined  therein 
(including  civil  service  annuitants  and  survivors  of  deceased  employees  and 
annuitants,  those  retired  under  other  Federal  civilian  retirement  systems,  and 
individuals  in  receipt  of  compensation  under  the  Federal  Employees  Compensa- 
tion Act)  shall  be  paid  from  annual  appropriations  which  the  act  authorizes  to  be 
made  for  such  purposes. 

The  Government  contribution  to  the  cost  of  any  plan  is  at  the  minimum 
amounts  authorized  by  law  including  an  add-on  for  administrative  expense  and  a 
contingency  reserve.  In  no  case  does  the  Government  contribution  exceed  50  per- 
cent of  the  total  charge  for  any  plan.  The  Government’s  overall  share  of  the 
program’s  cost  is  35.9  percent,  leaving  64.1  percent  to  be  contributed  by  parti- 
cipants. 

An  amount  equal  to  3 percent  of  the  contribution  toward  each  plan  is  set  aside 
in  the  fund  to  provide  a contingency  reserve  for  that  plan.  The  contingency 
reserve  can  only  be  used  to  defray  future  increased  rates,  to  reduce  contributions, 
or  to  provide  increased  benefits.  In  addition,  an  amount  equal  to  1 percent  of 
contributions  is  set  aside  for  administrative  expenses  incurred  by  the  Commission 
in  the  administration  of  the  act.  Each  year  the  unused  portion  of  the  administra- 
tive reserve  is  prorated  among  and  transferred  to  the  contingency  reserve  of  the 
respective  plans. 

The  funds  to  be  appropriated  for  payment  to  the  employees  health  benefits 
fund  on  behalf  of  enrolled  annuitants  depend  on  the  number  of  enrolled  annu- 
itants, the  type  of  enrollment  (self  only  or  family)  and  the  amount  of  the  Gov- 
ernment’s contribution  to  subscription  charges.  This  contribution  is  fixed  by 
the  Commission  at  the  minimum  of  the  range  authorized  by  law.  Of  the  160,850 
annuitants  enrolled  at  June  30,  1964,  63.6  percent  were  enrolled  for  family  and 
36.4  percent  were  enrolled  for  self  only.  Using  projected  experience  under  the 
Civil  Service  Retirement  Act  and  other  retirement  systems  affected,  it  is  estimated 
that  there  will  be  a net  increase  of  46,000  in  fiscal  year  1965. 

SUPPLEMENTAL  REQUEST 

Funds  required  for  fiscal  year  1965  total  $12,405,000  and  are  needed  to  pay 
the  Government’s  share  of  the  health  benefits  subscription  charges  for  the  in- 
creasing number  of  annuitants  enrolled  under  the  act.  As  shown  on  the  following 
statement,  this  is  based  on  the  actual  number  of  annuitants  enrolled  on  June  30, 

1964,  plus  net  additions  of  46,000.  The  amount  required  exceeds  the  amount 
available  by  $1,560,000.  Major  factors  causing  this  increased  requirement  for 
Government  contributions  are  as  follows: 

1.  Public  Law  88-284,  approved  March  17,  1964,  results  in  additional  con- 
tributions because  of  (a)  the  greater  contributions  authorized  for  family  enroll- 
ments of  women  with  nondependent  husbands,  (6)  added  numbers  of  annuitants 
who  are  authorized  to  reenroll,  and  (c)  changes  from  self  only  to  self  and  family 
enrollments  to  include  foster  children  and  children  between  ages  19  and  21  as 
covered  family  members. 

2.  Based  on  actual  additions  during  fiscal  year  1964,  the  number  of  enrollees 
at  the  beginning  of  fiscal  year  1965  was  higher  than  anticipated  and  the  projected 
number  of  additions  during  1965  also  has  to  be  increased. 

3.  The  actual  average  annual  cost  rate  per  enrollee  was  higher  than  that  used 
to  calculate  the  estimated  Government  contributions.  For  1964  the  actual  rate 
was  $67.50  (based  on  total  obligations  and  the  average  number  on  the  roll) 
compared  to  $64.14  used  in  the  1965  budget  request  to  compute  estimated  Gov- 
ernment contributions  for  both  1964  and  1965.  The  estimates  were  based  on  the 
annual  cost  per  enrollee  using  monthly  contribution  rates  for  self  only  and  self 
and  family  multiplied  by  12  and  applied  to  the  estimated  number  of  enrollees 
having  seif  and  family  coverage.  This  rate,  however,  did  not  reflect  additional 
months  of  contributions  for  enroUees  added  to  the  roll  who  received  coverage 
from  the  commencing  date  of  their  annuity.  The  revised  average  annual  rate 
(actual)  of  $67.50  includes  the  additional  payments  for  these  annuitants  and 
represents  actual  cost  on  an  experience  basis. 

The  effect  of  the  above  factors  during  fiscal  year  1964  was  to  decrease  the  carry- 
over of  unobligated  balances  in  this  fund  expected  to  be  available  in  fiscal  year 

1965. 

Therefore,  a supplemental  appropriation  must  be  requested  to  cover  the 
Government’s  increased  contributions  in  fiscal  year  1965  for  the  annuitants  en- 
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rolled  under  the  Employees  Health  Benefits  Act.  The  additional  funds  will  be 
needed  for  the  last  quarter  of  fiscal  year  1965,  since  funds  now  available  will  be 
sufficient  until  mid-May,  1965.  No  part  of  the  supplemental  funds  herewith 
requested  for  fiscal  year  1965  is  included  in  the  1966  budget  request. 


Statement  of  funds  required  to  finance  Government  ^payment  for  annuitants,  employees 
health  benefits  fund  for  fiscal  year  1965 


Number 

Average 
annual  rate 

Fiscal  year 
1965 

Enrollment,  June  30,  1964  ... 

160, 850 
2 +46, 000 

1 $67.  50 
67.  50 

$10, 855,  000 
2 +1,  550, 000 

Net  additions  to  roll,  fiscal  year  1965 

Funds  required,  fiscal  year  1965 

206, 850 

12, 405, 000 

Appropriation,  fiscal  year  1965  

10,  650, 000 
195,  000 

Plus  unobligated  balance  in  fund 

Total 

10, 845, 000 

Estimated  deficit,  supplemental  request,  fiscal  year  1965. 

1,  560, 000 

1 Average  for  annuitants  enrolled  based  on  the  Government  contribution  of  $33.84  per  year  for  self-only 
coverage,  and  $81.12  per  year  for  self  and  family  coverage- 

2 Funds  required  based  on  an  average  number  of  these  additions,  or  50  percent. 


Wednesday,  Februaey  24,  1965. 
GENERAL  SERVICES  ADMINISTRATION 

WITNESSES 

LAWSON  B.  KNOTT,  JR.,  ACTING  ADMINISTRATOR 
WILLIAM  P.  TURPIN,  ASSISTANT  ADMINISTRATOR  FOR  FINANCE 
AND  ADMINISTRATION 

WILLIAM  A.  BUTTS,  DIRECTOR,  BUDGET  DIVISION 
WILLIAM  A.  SCHMIDT,  ACTING  COMMISSIONER,  PUBLIC  BUILD- 
INGS SERVICE 

H.  A.  ABERSFELLER,  COMMISSIONER,  FEDERAL  SUPPLY  SERVICE 
LEWIS  E.  SPANGLER,  ASSISTANT  COMMISSIONER,  OFFICE  OF 
SUPPLY  DISTRIBUTION 

ISAAC  E.  FRIEDLANDER,  DIRECTOR,  PROGRAM  MANAGEMENT 
DIVISION 

Construction,  Public  Buildings  Projects 

TREASURY  REGIONAL  SERVICE  CENTER,  OGDEN,  UTAH 

Mr.  Boland.  The  General  Services  Administration  has  two  supple- 
mental budget  requests  for  fiscal  year  1965  that  are  contained  in 
House  Document  80. 

The  first  is  $4,506,000  for  an  Internal  Revenue  facility  at  Ogden, 
Utah.  We  shall  insert  the  narrative  justification  in  the  record  at  this 
point. 

(The  material  follows:) 

Supplemental  Estimate,  1965 — Construction,  Public  Buildings  Projects 

APPROPRIATION  LANGUAGE 

“For  an  additional  amount  for  'Construction,  public  buildings  projects’,  for 
the  construction  of  a building  for  the  Internal  Revenue  Service  at  Ogden,  Utah, 
$4,506,000,  to  remain  available  until  expended:  Provided,  That  the  foregoing  limit 
of  cost  may  be  exceeded  to  the  extent  that  savings  are  effected  in  other  projects,  but 
by  not  to  exceed  10  per  centum.” 

GENERAL  STATEMENT 

“This  proposed  supplemental  appropriation  is  requested  to  finance  construction 
of  a building  for  the  Internal  Revenue  Service  at  Ogden,  Utah.  Funds  are  needed 
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at  an  early  date  to  assure  completion  of  the  building  by  January  1967,  the  date 
when  it  will  be  needed  by  the  Treasury  Department”  (quoted  from  H.  Doc.  80) . 

JUSTIFICATION 

The  Treasury  Department,  Internal  Revenue  Service,  is  proceeding  with  the 
development  and  installation  of  a nationwide  system  that  will  use  automatic 
data  processing  equipment  extensively  in  performing  its  accounting,  clerical, 
and  statistical  operations.  Accordingly,  the  Department’s  master  plans  con- 
template the  development  and  installation  of  automatic  data  processing  service 
centers.  The  Department  has  completed  such  IRS  service  centers  at  Phila- 
delphia, Pa.;  Atlanta,  Ga.;  Kansas  City,  Mo.;  and  Austin,  Tex.  We  have  under 
design  facilities  at  Covington,  Ky.,  and  Andover,  Mass.,  construction  appropria- 
tions for  which  were  included  in  the  Independent  Offices  Appropriation  Act, 
fiscal  year  1965.  Providing  a facility  at  Ogden,  Utah,  to  serve  the  Internal 
Revenue  Service  western  division  will  complete  the  Department’s  master  plan. 

The  prospectus  for  this  project  was  approved  by  the  House  and  Senate  Public 
Works  Committees  in  June  and  July  1964,  respectively,  for  a total  limit  of  cost 
of  $4,823,000.  Funds  in  the  amount  of  $317,000  were  made  available  under  the 
sites  and  expenses  appropriation  for  the  design  and  supervision  of  construction. 
A site  was  acquired  by  transfer  in  December  1964  from  the  Department  of  Defense. 
The  design  contract  awarded  in  September  1964,  is  scheduled  for  completion  in 
April  1965,  and  the  constiuction  contract  is  estimated  to  be  awarded  in  June  1965 . 

The  project  proposes  a one-story  special-use  office  building  having  a gross 
area  of  272,600  square  feet  and  a net  area  of  255,000  square  feet.  The  building 
will  contain  clerical  and  computer  office  space,  a loading  dock  and  warehouse, 
and  a cafeteria.  Exterior  parking  will  be  provided  for  1,150  vehicles. 

CUEKENT  STATUS  OF  CONSTRUCTION  PROGRAM 

Mr.  Thomas.  We  understand  that  you  may  be  running  into  a little 
trouble  with  the  cost  limitations  on  the  Internal  Revenue  centers  and 
some  of  the  small  projects.  We  reduced  the  request  about  $16,400,000 
last  year. 

Mr.  Jonas.  We  have  been  saving  money,  you  know,  in  recent  years. 

Mr.  Knott.  Those  savings  were  always,  by  and  large,  attributable 
to  the  larger  projects  where  we  have  been  able  to  get  more  competition 
and  keener  competition  from  the  larger  contractors  on  large  buildings. 
That  is  where  most  of  our  savings  come  from.  We  did  not  pick  up 
those  savings  this  past  year.  The  major  part  of  the  programs  this 
past  year  were  the  small  buildings. 

As  you  will  notice  from  the  summary,  or  perhaps  in  the  statement, 
we  were  able  to  award  24,  as  I recall,  within  the  money  appropriated 
by  the  committee.  Some  74  we  were  able  to  award  by  taking  the 
escalation  that  is  provided  for  in  the  act,  and  41  we  are  completely 
out  of  the  money  in  terms  of  the  escalation  as  well  as  the  appropriation. 

VARIANCE  IN  CONSTRUCTION  COSTS 

Mr.  Jonas.  Why  would  your  cost  be  so  high,  say,  in  Bridgeport, 
Conn.,  and  Americus,  Ga. — $28  and  $24  a square  foot?  That  is  out 
of  line  with  the  rest  of  the  country. 

I see  the  post  office  and  courthouse  in  Americus,  Ga.,  for  example, 
on  page  7 of  the  prospectus,  is  $24.60  a square  foot,  and  Bridgeport, 
Conn.,  I think  is  $28. 

Mr.  Knott.  You  see,  the  inclusion  of  a courthouse  is  one  index  of 
additional  cost  immediately. 

Mr.  Jonas.  That  adds  to  the  cost  ? 

Mr.  Knott.  That  adds  to  the  cost.  If  you  take  a straight  office 
building,  all  other  factors  being  even,  you  will  find  them  much  cheaper 
in  cost. 

^ Mr.  Jonas.  Wliat  are  the  high-cost  areas  in  the  country  now,  out- 
side of  Washington  ? 
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Mr.  Knott.  We  have  been  surprised  to  find — again,  if  I can  deal 
with  small  buildings  that  we  had  trouble  with — which  ranged  all  over 
the  county.  For  example,  we  were  not  able  to  award  three  projects 
in  Mississippi,  which  surprised  us. 

Mr.  Jonas.  Because  you  could  not  get  bids  within  your  limits? 

Mr.  Knott.  That  is  right.  We  were  not  able  to  award  four  projects 
in  Kentucky ; one  in  northern  California 

Mr.  Jonas.  Do  you  have  a list  of  the  States  where  the  41  projects 
are  that  you  could  not  award  ? 

Mr.  Kno^pt.  Yes,  sir.  We  have  a special  breakdown  of  those,  I 
think. 

Mr.  Jonas.  I do  not  necessarily  want  them  in  the  record.  Just 
read  them  out  here  so  we  will  know  where  they  are. 

Mr.  Knott.  Mr.  Schmidt,  will  you  read  it  please. 

Mr.  Schmidt.  Two  in  California,  Jackson  and  Weed;  Leadville, 
Colo. ; Warm  Springs,  Ga. 

Mr.  Evins.  In  this  book  you  have  Sacramento.  Which  one  are 
you  going  by  ? 

Mr.  Schmidt.  The  book  you  liave  is  for  projects  in  the  1966  pro- 
gram. 

Mr.  E\tns.  Go  ahead. 

Mr.  Schmidt.  Arthur  and  Red  Bud  in  Illinois;  Scottsburg  and 
Shoals  in  Indiana ; Clinton,  Cumberland,  Paris,  and  Russell  Springs 
in  Kentucky;  Machias  in  Maine;  Prince  Frederick  in  Maryland; 
Marlboro,  Mass. ; Lawton  and  Mancelona,  Mich. ; Bay  Springs,  Cold- 
water,  Port  Gibson,  Miss. ; Crystal  City,  Mo. ; Raton,  N.  Mex. ; Kees- 
ville,  K.  Y. ; Cary,  Mars  Hill,  and  Windsor,  N.C. 

Mr.  Jonas.  Let  me  interrupt  you  there.  I am  familiar  with  those 
locations.  Cary  is  right  out  of  Raleigh.  That  is  a Federal  post 
office  building  but  there  is  no  courthouse  involved,  and  I am  surprised 
that  $18.16  was  outside  of  your  limit.  That  next  item.  Mars  Hills,  is 
a small  town  25  miles  from  Asheville,  I guess,  $27.45.  Is  that  your 
best  bid  ? 

Mr.  Knoi’t.  That  is  right,  sir. 

Mr.  Schmidt.  We  had  four  bids. 

Mr.  Thomas.  Oft’  the  record. 

(Discussion  off  the  record.) 

CURRENT  REQUIREMENTS 

Mr.  Evins.  You  indicate  a revised  prospectus  is  required  in  certain 
of  these  ? 

Mr.  Knott.  Out  of  the  41  there  are  27  actually  above  the  prospec- 
tus limitation  and  the  other 

Mr.  Evins.  You  expect  to  rebid  on  22  without  any  revision  ? 

Mr.  Knott.  We  need  additional  appropriation  language.  We  need 
appropriation  language  in  all  these  cases  to  cover  the  $3  million,  but 
in  addition,  on  27  of  them  we  need  to  go  back  to  the  Public  Works 
Committee.  The  best  estimate  we  can  make  is  that  we  will  need 
$7,255,900  overall. 

Mr.  J ONAS.  You  mean  to  get  a higher  authorization  ? 

Mr.  Knott.  To  get  a higher  authorization  on  the  27. 

Mr.  Thomas.  What  are  your  immediate  prospects  in  the  next  3,  5, 
or  6 months  in  letting  these  contracts  and  staying  within  your  original 
dollar  limitation  ? 

Mr.  Knott.  I do  not  think  we  can  do  it  without  a complete  redesign 
and  without  getting  away  to  a pretty  fair  degree  from  what  we  plan. 
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Even  the  74  which  were  awarded  have  given  ns  this  kind  of  trouble. 
The  Postmaster  General  has  complained  that  we  are  not  building 
what  we  said  we  were  going  to  build.  Postmasters  on  a spotty  basis 
are  complaining  that  we  are  aggravating  his  maintenance  cost  by 
putting  in  asphalt  tile  instead  of  terrazzo  floors  as  we  planned  to  build. 

Maneuvering  areas  are  the  kind  of  things  you  could  readily  change 
without  seriously  changing  the  design  of  the  building.  Instead  of 
concrete  maneuvering  areas  which,  of  course,  would  have  a longer  life, 
we  have  substituted  in  some  cases  asphalt,  bituminous  mix  and  in 
some  cases,  no  surfacing  at  all.  This,  of  course,  means  replacement 
in  some  few  years  or  completion  at  a later  date. 

Mr.  Schmidt.  I think  we  should  mention  in  a number  of  these 
cases  we  ran  into  some  unusual  site  conditions.  The  number  of  sites 
available  in  a community  for  the  location  of  a building  such  as  this 
left  us  with  sites  with  adverse  foundation  conditions  which  added  to 
the  cost.  Some  of  these  communities  were  isolated  to  the  extent  that 
in  the  bidding  we  are  actually  paying  a premium  for  skilled  labor. 

Mr.  Thomas.  That  is  sites  and  planning  now.  This  is  construction. 

Mr.  Schmidt.  This  is  the  cost  resulting  from  that,  requiring  re- 
taining walls,  costly  demolition,  more  excavation  than  we  had  bar- 
gained for  in  our  original  estimating. 

Mr.  Evins.  Going  back  to  the  41  projects  that  have  not  been 
awarded,  you  plan  on  rebidding  on  14  without  any  revised  prospectus 
if  an  additional  appropriation  is  authorized,  and  27  you  propose  to 
go  to  the  Public  Works  Committee  to  get  further  authorization. 

Mr.  Knott.  On  19  we  would  need  to  go  to  the  Public  Works 
Committee. 

Mr.  Evins.  I counted  27. 

Mr.  Knott.  I am  sorry.  I have  miscounted.  But  breaking  the 
41  down,  on  27  we  would  need  prospectus  approval.  Many  of  those, 
Mr.  Evins,  were  in  an  omnibus  prospectus.  They  were  lumped 
together,  some  87  small  projects  in  a single  prospectus,  and  it  would 
be  a matter  of  amending  that.  They  were  treated  as  individual 
buildings. 

Mr.  Evins.  Off  the  record. 

(Discussion  off  the  record.) 


Operating  Expenses,  Federal  Supply  Service 

Object  classification 
[In  thousands  of  dollars] 


Presently 

available, 

1965 

Revised 

estimate, 

1965 

Increase 

Personnel  compensation; 

11. 1 Permanent  nositions 

25, 859 
89 

26, 320 
110 

+461 

+21 

+998 

11.3 

Positions  other  than  permanent 

11.5 

Other  personnel  compensation 

545 

1,543 

Total  personnel  compensation __  

26,  493 
1, 981 
525 

27,  973 
2,064 
539 

+1, 480 
+83 
+15 
+5 
+2 
+8 
+125 
+558 
+430 
+80 
+49 

12.0 

Personnel  benefits  _ . 

21.0 

Travel  and  transportation  of  persons 

21.0 

Payments  to  interagency  motor  pools 

204 

210 

22.0 

Transportation  of  things.  _ 

166 

168 

23.0 

Rent,  communications,  and  utilities  

3,657 
1,  615 

3,  665 
1,740 
15, 999 
1, 757 
583 

24.0 

Printing  and  reproduction  

25.1 

Other  services  __  .. 

15, 441 
1,  327 
503 

25.2 

Services  of  other  agencies 

26.0 

Supplies  and  materials __ 

31.0 

Equipment 

90 

139 

99.0 

Total  obligations 

52,002 

54,  837 

+2,835 
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Average  grade  and  salary 


1963  actual 

1964  estimate 

1965  estimate 

Average  GS  grade 

7.5 

7.5 
$7,281 
$5, 713 

7.3 

$7,502 

$5,749 

Average  GS  salary . _ . . . 

$7, 013 
$5, 421 

Average  salary  of  tro  graded  positions 

Program  and  financing 

[In  thousands  of  dollars] 


Presently 

available, 

1965 

Revised 

estimate, 

1965 

Change, 

1965 

Program  by  activities; 

1.  Supply  distribution; 

(а)  Distribution  operations 

(б)  Space  and  related  costs 

19, 824 
6, 320 

21,307 

6,320 

+1,483 

Total,  supply  distribution 

2.  Procurement 

26, 144 

27, 627 

+1,483 

11, 759 

12, 570 

+811 

3.  Quality  control  and  standardization; 

(a)  Inspection  __  - - - _ 

3,995 

2,590 

4,200 
2, 761 

+205 

+171 

(6)  Supply  standardization 

Total,  quality  control  and  standardization 

4.  Supply  management _ _ . _ 

6,  585 
801 
1,474 
6,028 

6, 961 
801 
1,474 
6, 148 

+376 

5.  Service  direction.  _ . 

6.  Administrative  operations 

Total  program  cost,  funded  i... . . . 

Change  in  selected  resources  2 

Supplemental  required  for  pay  increases 

10.  Total  obligations 

Relation  of  obligations  to  expenditures; 

71.  Obligations  affecting  expenditures 

+120 

52, 791 
-789 
-1,332 

55, 581 
-744 

+2, 790 
+45 
+1,332 

50, 670 

54,837 

+4, 167 

50, 670 
3,855 
-3,  565 

53, 505 
3,565 
-3, 560 

+2, 835 
-290 
+5 

72.  Obligated  balance,  start  of  year 

74.  Obligated  balance,  end  of  year  (— ) 

90.  Expenditures 

50, 960 

53, 510 

+2, 550 

1 Includes  capital  outlay  

538 

680 

90 

735 

-448 

+45 

2 Selected  resources;  unpaid  undelivered  orders 

Mr.  Boland.  With  respect  to  the  ‘‘Operating  expenses,  Federal 
Supply  Service,’’  you  are  looking  for  $4,166,500,  of  which  $1,331,500 
is  to  cover  the  cost  of  pay  increases,  and  $2,835,000  is  for  your  program 
activities.  This  is  also  contained  in  House  Document  80.  On  page  4, 
under  “Supply  distribution,”  you  are  looking  for  an  increase  of 
$1,508,000? 

Mr.  Abersfeller.  Yes,  sir. 

Mr.  Boland.  The  balance  of  the  request  includes  $825,000  for 
procurement,  $382,000  for  quality  control  and  standardization,  and 
$120,000  for  administrative  expenses. 

We  shall  insert  the  justification  in  the  record. 

(The  material  follows :) 


i 
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Supplemental  Estimate  op  Appropriation,  1965 — Operating  Expenses, 
Federal  Supply  Service 

appropriation  language 

‘‘For  an  additional  amount  for  ‘Operating  expenses.  Federal  Supply  Service,’ 
$4,166,500.” 

GENERAL  STATEMENT 

“This  supplemental  appropriation  includes  $2,835,000  to  provide  for  additional 
staff  and  other  expenses  required  because  of  increases  in  sales  of  supplies  primarily 
to  the  Department  of  Defense,  and  development  of  automotive  safety  standards 
under  Public  Law  88-515,  enacted  August  30,  1964. 

“The  balance  of  $1,331,500  is  to  cover  the  cost  of  pay  increases  under  Public 
Law  88-426  and  for  increased  rates  of  pay  for  wage  board  employees  whose 
salaries  are  determined  in  accordance  with  prevailing  rates. 

“This  appropriation  was  apportioned  pursuant  to  section  3679  of  the  Revised 
Statutes,  as  amended  (31  U.S.C.  665),  on  a basis  which  indicated  a necessity  for 
a supplemental  appropriation  for  increased  pay  costs.  This  action  was  reported 
to  the  Congress  by  the  Director  of  the  Bureau  of  the  Budget  on  January  9,  1965” 
(quoted  from  H.  Doc.  80). 

The  supplemental  amount  of  $2,835,000  is  required  for  increased  sales  of  stores 
stock  items  of  $35  million  and  increased  purchases  of  nonstores  direct  delivery 
items  of  $27.4  million  above  the  amounts  which  can  be  financed  within  the  total 
availability  of  $52,001,500.  This  amount  shown  as  presently  available  in  tables 
which  follow  is  composed  of  $50,670,000  already  appropriated  for  1965  and 
$1,331,500  for  classified  and  wage  board  pay  increases  granted  pursuant  to  law. 


Analysis  by  activity 


Activities 

1964  actual 

1965 

Presently 
available 
(includiug 
deficiency) 
apportion- 
ment for  pay 

Revised 

estimate 

Increase 

Supply  distribution 

$22, 835, 543 
10, 625, 268 
6, 163,  794 
693, 656 
1, 061, 098 
6, 421, 000 

$25, 441, 500 
11,665, 000 

6. 586. 000 
805, 000 

1.476. 000 

6.028.000 

$26, 949, 500 
12,490,000 

6.968.000 
805, 000 

1.476. 000 

6. 148. 000 

$1, 508,000 

825.000 

382. 000 

Procurement 

Quality  control  and  standardization 

Supply  management 

Service  direction  

Administrative  operations 

Total 

120,000 

47, 800, 359 

52,001, 500 

1 54, 836,  500 

2,835,000 

1 As  reflected  in  fiscal  year  1965  column  of  the  1966  submission. 


ADP  costs  are  included  in  the  benefiting  program  activities  above,  as  follows: 


1964  actual 

Fiscal  year  1965 

Presently 

available 

Revised 

estimate 

Increase 

Supply  distribution 

$3, 405, 151 
682, 070 
44, 830 

$3, 649, 200 
812, 300 
78,  500 

$3, 797, 200 
844,300 
78,  500 

$148,000 

32,000 

Procurement.  

Quality  control  and  standardization 

Total 

4, 132, 051 

4,  540,000 

4, 720, 000 

180,000 
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JUSTIFICATION 


The  following  tabulation  reflects  the  magnitude  of  estimated  volumes  and  the 
minimum  financing  required. 


1964  actual 

1965 

Presently 

available 

Revised 

estimate 

Change 

1.  Supply  distribution 

$22, 835, 543 

$25, 441, 500 

$26, 949, 500 

+$1, 508, 000 

(o)  Distribution  operations: 

(1)  Wholesale  level  distribution : 

Sales  (in  miUions  of  dol- 
lars)  

Unit  cost  per  $100..  , _ 
Total  lines  shipped  (in 

thousands)  

Unit  cost  per  line  . 

Performance  cost 

(2)  Retail  level  distribution: 

Sales  (in  millions  of  dol- 
lars)   

Unit  cost  per  $100  _ 

Total  transactions  (in 
thousands) . 

$281.  3 
$5.  92 

6,  590 
$2.  53 

$320. 0 
$5.  76 

8,  500 
$2. 17 

$355.  0 
$5.61 

9, 000 
$2.21 

-f  $35. 0 
-$0. 15 

+500 
+$0. 04 

$16,  641,  933 

$18,  417,  000 

$19,925, 000 

+$1,508,000 

$6.5 
$10. 16 

176 
$3.  75 

$10.0 

$9.02 

278 
$3. 24 

$10.  0 
$9.  02 

278 
$3. 24 

Unit  cost  per  transaction. 

Performance  cost 

(3)  Total  distribution  opera- 
tions: 

Sales  (in  milhons  of  dol- 
lars)  --  ---  - _ 

Unit  cost  per  $100.. 

Performance  cost ... 

(6)  Space  and  related  costs: 

Unit  cost  per  $100  of  sales 

Performance  cost 

(c)  Total  supply  distribution:  Unit 
cost  per  $100  of  sales 

2.  Procurement 

$660,  643 

$902,  000 

$902, 000 

$287.  8 
$6.  01 

$330.  0 
$5. 85 

$365.  0 
$5.71 

+$35.  0 
-$0. 14 

$17, 302,  576 

$19, 319, 000 

$20, 827,  000 

+$1,  508, 000 

$1.92 

$1. 86 

$1.  68 

-$0. 18 

$5,  532, 967 

$6, 122,  500 

$6, 122,  500 

$7.  93 

$7.  71 

$7.  38 

-$0. 33 

$10, 625,  268 

$11,  665, 000 

$12, 490,  000 

+$825, 000 

(c)  Inventory  management: 

Number  of  actions 

Unit  cost  per  action,  inventory 
management 

Performance  cost,  inventory 
management 

503,  261 
$5.04 

540, 100 
$5. 16 

560, 000 
$5. 15 

+19,900 
-$0. 01 

$2, 534,  491 

$2,  785,  000 

$2, 882,  000 

$+97, 000 

(6)  Buying: 

Volume  of  purchases  (in  million 

of  dollars) 

Unit  cost  per  $100 

Purchase  order  line  items 

Unit  cost  per  hne  item 

Performance  cost — 

(c)  Federal  Supply  schedules: 

Orders  placed  (in  millions  of 
dollars) 

$565.  4 
$1. 16 
918, 260 
$7. 16 

$626.  0 
$1.16 
1,  090, 000 
$6.68 

$711.  7 
$1.13 
1, 226,  000 
$6. 53 

+$85. 7 
-$0. 03 
+136,  000 
-$0. 15 

$6,  571,  513 

$7, 281, 800 

$8, 009, 800 

$728, 000 

$985.  5 
$0.15 
255,  092 
$5. 96 

$1, 050.  0 
$0. 15 
275,  000 
$5. 81 

$1, 050.  0 
$0. 15 
275, 000 
$5.81 

Unit  cost  per  $100. 

Contract  line  items.. 

Unit  cost  per  line  item 

Performance  cost  

$1,  519, 264 

$1,  598, 200 

$1, 598,  200 
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1965 

1964  actual 

Presently 

Revised 

Change 

available 

estimate 

3.  Quality  control  and  standardization 

$6, 163,  794 

$6, 586, 000 

$6, 968, 000 

-f  $382, 000 

(a)  Inspection 

$3,  780,  672 

$3, 995, 000 

$4,  205, 000 

-f  $210, 000 

(1)  Value  of  stores  and  non- 

stores  purchases,  inspect- 
ed (in  millions  of  dollars) . 

$498.  5 

$536.  4 

$561.  5 

+$25. 1 

Unit  cost  per  $100... 

$0.43 

$0.  43 

$0.  43 

Performance  cost 

$2, 163, 989 

$2, 328,  000 

$2, 403,  000 

+$75,  000 

(2)  Value  of  Federal  Supply 

schedule  purchases  in- 
spection (in  millions  of 
dollars) 

$28.5 

$29.0 

$29.0 

Unit  cost  per  $100— 

$0.  73 

$0.  55 

$0.  55 

Performance  cost 

$207, 314 

$160,  000 

$160,  000 

(3)  Number  of  contracts  ad- 

ministered 

6, 147 

6, 436 

6, 635 

+199 

Unit  cost  per  contract  ad- 

$126 

$126 

$126 

Performance  cost 

$773,  097 

$811, 000 

$836,  000 

+$25,  000 

(4)  Number  of  laboratory  tests. 

29, 643 

3,  500 

34, 830 

+2,330 

Unit  cost  per  laboratory 

test 

$21.  46 

$21.  41 

$23. 14 

+$1.  73 

Performance  cost 

$636, 272 

$696,  000 

$806,  000 

+$110,  000 

(6)  Standardization  (specifications, 

standards,  and  cataloging) 

$2, 383, 122 

$2,  591, 000 

$2,  763,  000 

+$172,  000 

(1)  Number  of  new  specifica- 

tions and  standards 

616 

553 

569 

+16 

Unit  cost  per  new  specifica- 

tions and  standards. 

$1. 169 

$1,099 

$1,  371 

+$272 

Performance  cost 

$719, 822 

$607, 900 

$779, 900 

+$172,  000 

(2)  Number  of  revised  and 

amended  specifications  and 
and  standards 

995 

768 

768 

Unit  cost  per  revision  and 

amendment 

$304 

$301 

$301 

Performance  cost 

$302, 900 

$231,  500 

$231,  500 

(3)  Number  of  items  researched 

and  identified 

121,823 

135, 131 

135, 131 

Unit  cost  per  item  researched 

and  identified. 

$7.  05 

$7. 14 

$7. 14 

Performance  cost 

$858,  580 

$964,  300 

$964, 300 

(4)  Number  of  catalog  mainte- 

nance actions 

38,348 

40, 963 

40, 963 

Unit  cost  per  catalog  main- 

tenance action 

$6.  05 

$6.  43 

$6.  43 

Performance  cost 

$232, 183 

$263, 300 

$263, 300 

(5)  Number  of  item  simplifica- 

tion and  technical  data 
reviews 

94, 961 
$2.  84 

133, 000 
$3.  94 

133, 000 
$3. 94 

Unit  cost  per  review . 

Performance  cost. 

$269, 637 

$524, 000 

$524,  000 

6.  Administrative  operations 

$6, 421, 000 

$6,  028,  000 

$6, 148,  000 

+$120, 000 
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Program  amount  ($2,835,000) 

This  supplemental  appropriation  contains  the  requirements  for  additional 
expenses  in  the  “Supply  distribution,”  “Procurement,”  “Quality  control  and 
standardization,”  and  “Administrative  operations”  activities.  The  expenses  for 
all  except  standardization  are  directly  related  to  the  increased  volume  of  stores 
stock  sales  and  nonstores  direct  delivery  purchases  currently  estimated  for  1965  at 
$365  million  and  $283.4  million,  respectively. 

1.  Supply  distribution. — The  increased  volume  of  $35  million  of  stores  stock 
sales  to  a total  of  $365  million  represents  an  increase  of  26.8  percent  above  the 
actual  1964  volume.  As  compared  to  this  the  actual  increase  experienced  for  the 
first  6 months  of  fiscal  year  1965  (July  through  December  1964)  is  27  percent  above 
the  same  period  in  fiscal  year  1964.  Application  of  this  supplemental  budget  will 
reduce  the  unit  cost  for  the  distribution  operations  subactivity  from  $5.85  per  $100 
of  sales  based  on  current  availability  to  $5.71  per  $100  of  sales'.  The  average  value 
of  a line  shipped  from  stores  stock  is  projected  in  this  supplemental  at  $39.44  as 
opposed  to  the  original  estimate  of  $37  a line,  which  accounts  for  the  increased 
cost  per  line  item  shipped.  This  is  based  on  our  actual  experience  for  the  first  6 
months  of  this  fiscal  year. 

2.  Procurement. — The  increased  requirement  for  the  “Procurement”  activity  is 
reflected  in  the  additional  number  of  inventory  management  actions  required  to 
process  increased  stores  business,  in  increased  expenses  necessary  to  purchase 
additional  stock  to  maintain  inventory  at  the  appropriate  levels,  and  for  purchasing 
the  additional  nonstores  direct  delivery  volume  of  $27.4  million.  Unit  costs  per 
$100  of  purchase  orders  written  and  per  inventory  management  action  reflect 
decreases  from  the  projected  unit  costs  based  on  current  availability. 

3.  Quality  control  and  standardization. — The  increased  expense  required  for  the 
inspection  operation  is  reflected  in  the  costs  connected  with  the  necessary  quality 
control,  contract  administration,  and  laboratory  testing  required  by  the  increased 
stores  and  nonstores  volume.  The  laboratory  testing  costs  are  most  significantly 
affected  by  the  increased  paint  procurement  program  in  connection  with  increased 
supply  support  to  the  Department  of  Defense  resulting  from  the  assumption  of 
Government-wide  logistics  responsibility  for  that  commodity — 2,330  additional 
paint  tests  will  be  required  above  our  original  projection.  Paint  test  costs  are 
higher  and  account  for  the  increased  unit  cost  per  laboratory  test  reflected  in 
this  estimate. 

The  standardization  subactivity  reflects  increased  costs  entirely  attributable  to 
the  requirements  for  the  development  of  automotive  safety  standards  under 
Public  Law  88-515,  approved  August  30,  1964.  This  statute  requires  that  the 
Administrator  of  General  Services  establish  standards  for  the  Federal  Govern- 
ment. This  requires  a crash  program  designed  to  publish  these  standards  in  the 
Federal  Register  prior  to  August  30,  1965,  and  to  conduct  a continuing  program  for 
extensive  testing  of  new  devices  and  evaluation  of  ideas  and  technology  for 
increasing  the  safety  of  passengers  in  motor  vehicles.  This  estimate  will  produce 
a minimum  of  additional  specifications,  but  ones  of  great  importance  in  the  field 
of  automotive  safety. 

6.  Administrative  operations. — Financial,  administrative,  and  legal  services 
when  expressed  in  unit  costs  per  $100  of  Federal  Supply  Service  sales  reflects  a 
significant  decrease  for  the  revised  1965  program. 


1965 

current 

program 

1965 

revised 

Change 

Sales  (millions  of  dollars) 

$330 

$365 

+$35 

Cost:  Financial,  administration,  and  legal _ . 

ADP  cost  (included  in  program  activities) 

Total  performance  cost 

6,  028, 000 
(4,  540, 000) 

6, 148, 000 
(4, 720, 000) 

120, 000 
(180, 000) 

(10, 568,  000) 

(10, 868,000) 

(300, 000) 

Unit  cost  per  $100  sales:  Financial,  administration,  and  legal 
services.  . 

1.83 

1.38 

1.  68 
1.29 

-.15 

-.09 

ADP  unit  cost  . __  . 
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The  minimum  request  of  $300,000  (of  which  $180,000  is  included  in  the  preceding 
activities)  is  generated  by  the  increase  in  FSS  line  items  shipped  from  $8.5  to  $9 
million.  Also,  the  increase  in  sales  from  $330  to  $365  million  has  a direct  impact 
on  the  workload  volume  in  the  areas  of  voucher  examination,  billing  and  account- 
ing, and  the  data  processing  input  and  output  as  follows: 


1965  current 
program 

1965  revised 
program 

Increase 

Vouchers 

619, 905 

679, 905 
2, 467,  903 

+60, 000 
+96, 000 

Billings  and  miscellaneous  accounting  documents 

2, 371, 903 

Without  this  supplemental  excessive  backlogs  will  be  generated  in  the  fourth 
quarter  fiscal  year  1965,  based  on  the  volume  of  business  being  received.  Un- 
shipped stores  orders  will  represent  14  days  business  by  April  30,  22  days  by  May 
31,  and  29  days  by  June  30.  Under  such  a situation  it  would  be  impossible  to 
handle  any  priority  orders  for  the  Department  of  Defense.  Since  that  organiza- 
tion and  our  other  customers  have  designed  their  supply  operations  dependent 
on  our  adequate  support  to  them,  such  backlogs  would  force  agencies  to  seek 
supplies  in  the  open  market  at  prices  considerably  higher  and  quality  considerably 
lower  than  would  be  available  from  GSA.  This  deterioration  in  quality  of  service 
would  also  impair  our  ability  to  successfully  negotiate  the  further  steps  necessary 
to  develop  the  National  Supply  System  because  of  the  failure  of  the  Federal 
Supply  Service  to  remain  an  effective  and  responsive  system  to  the  requirements 
of  customer  agencies. 

To  keep  these  backlogs  from  developing,  it  will  be  necessary  that  we  add,  in  the 
fourth  quarter,  78.8  additional  man-years  (315  positions),  at  a cost  of  $482,300. 
We  also  plan  to  use  overtime  and  temporary  contract  labor  to  the  maximum 
extent  possible.  Overtime  of  $997,000  and  also  $183,000  for  employing  contract 
labor  to  handle  receiving  and  shipping  volumes  is  required.  We  also  are  request- 
ing $410,000  to  reimburse  the  Department  of  Defense  for  handling  outshipment  of 
items  now  stored  at  their  depots  (mostly  paint  and  handtool  items),  and  the 
Bureau  of  Standards  for  testing  under  the  automotive  safety  program.  Other 
increases  are  for  necessary  increased  administrative  operations  support  due  to 
increased  volume  of  business  and  payments  to  commercial  contractors  for  paint 
testing  in  excess  of  our  own  laboratory  capability. 

These  funds  will  be  required  as  soon  as  possible  in  order  to  keep  the  aforemen- 
tioned backlogs  from  developing. 

Pay  increases 

An  additional  $1,331,500  is  required  to  finance  pay  increases  under  Public 
Law  88-426  ($1,158,500),  and  for  increased  pay  for  wage  board  employees  whose 
salaries  are  determined  in  accordance  with  prevailing  rates  ($173,000).  These 
increases  were  apportioned  pursuant  to  section  3679  of  the  Revised  Statutes  as 
amended  (31  U.S.C.  665)  on  a basis  which  indicated  a necessity  for  supplemental 
appropriation  for  increased  pay  costs.  This  action  was  reported  to  the  Congress 
by  the  Director  of  the  Bureau  of  the  Budget  on  January  9,  1965.  The  amounts 
are  included  in  the  presently  available  columns  of  the  preceding  schedules. 
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Opebating  Expenses,  FSS  Summaky 


Positions  by  grade  and  average  employment 


Grade 

Presently  available,  1965 

Revised,  1965 

Increase 

Depart- 

ment 

Field 

Total 

Depart- 

ment 

Field 

Total 

Depart- 

ment 

Field 

Total 

GS-18 

1.0 

1.0 

1.0 

1.0 

GS-17 

4.0 

4.0 

4.0 

4.0 

GS-16 

3.0 

3.0 

3.0 

3.0 

GS-15 - 

37.0 

11.0 

48.  0 

37.0 

11.0 

48.  0 

GS-14 

62.0 

32.0 

94.0 

62.0 

32.0 

94.0 

GS-13 

73.0 

57.0 

130.0 

73.0 

60.  0 

133.0 

3.0 

3 0 

GS-12 

89.0 

92.0 

181.0 

93.0 

102.0 

195.0 

4.0 

10.0 

14.0 

GS-11 

126.0 

190.0 

316.0 

132.  0 

212.0 

344.0 

6.0 

22.0 

28.0 

GS-10 

3.  0 

3.  0 

3.  0 

3.0 

GS-9 

121.0 

258.0 

379.0 

125.  0 

279.0 

404.0 

4.0 

21.0 

25.0 

GS-8  

4.0 

1.  0 

5.0 

4.0 

1.0 

5.0 

GS-7 

96.0 

214.0 

310.0 

99.0 

235.0 

334.0 

3.0 

21.0 

24.0 

GS-6  

25.0 

21.0 

46  0 

25.0 

21.  0 

46.0 

GS-5 

118,  0 

283.0 

401.0 

121.0 

316.0 

437.0 

3.0 

33.0 

36.0 

GS-4 

75.0 

399.0 

474.0 

84.0 

432.0 

516.  0 

9.0 

33.0 

42.0 

GS-3 

31.0 

316.0 

347.0 

35.0 

329.0 

364.0 

4.0 

13.0 

17.0 

GS-2  

8.0 

20.0 

28.  0 

8.  0 

20.0 

28.  0 

Ungraded  .. 

1.0 

1,  008.  0 

1,  009.  0 

1.0 

1, 134.  0 

1. 135.  0 

126.0 

126.0 

Permanent 

positions 

874.0 

2,  905.  0 

3,  779.  0 

907.  0 

3, 187.  0 

4,  094.  0 

33.0 

282.0 

315.0 

Average  employment : 

Permanent.  . 

837.2 

2,  792. 6 

3, 629. 8 

845.1 

2, 863. 1 

3,  708. 2 

7.9 

70.5 

78.4 

Other  

2.4 

9.3 

11.7 

2.7 

9.4 

12.1 

.3 

.1 

.4 

Total.  - - ---  - 

839.6 

2,  801.  9 

3,  641.5 

847.8 

2, 872.  5 

3, 720. 3 

8.2 

70.6 

78.8 

Classification  by  objects 


Presently 

available, 

1965 

Revised, 

1965 

Increase 

Persormel  compensation: 
Departmental 

.$7.  678. 400 
18, 814.  700 

$7, 820,  200 
20, 152, 900 

$137, 300 
1, 342, 700 

Field  . — - 

11  Total  personnel  compensation.  . 

Other  objects 

12  Personnel  benefits  ..  

21  Travel-  . _ 

26, 493, 100 

27,  973, 100 

1, 480, 000 

1, 981,  000 
524,  500 
204, 500 
165, 900 
2, 119, 300 
1,  538, 100 
1, 614, 700 
16,  767, 900 
502, 100 
90, 400 

2, 064, 400 
539,  200 
209,  500 
167,  600 
2, 124, 900 
1,  540, 600 
1,  739,  700 
17,  756, 000 
582,  600 
138,  900 

83, 400 
14,  700 
5, 000 
1,700 
5, 600 
2,  500 
125, 000 
988, 100 
80,  500 
48,  500 

Travel  (motor  pool) 

22  Transportation  of  things  . .. 

23  Rents  and  utility  services . 

Communication  services  .. 

24  Printing  and  reproduction. 

25  Other  services 

26  Supplies  and  materials..  . . . . . . 

31  Equipment-  ..  . . 

32  Lands  and  structures  ..... 

Total,  other  objects . 

25,  508, 400 

26, 863, 400 

1, 355, 000 

Total  obligations . 

52, 001,  500 

54, 836,  500 

2, 835, 000 

Position  data: 

Average  salary,  all  positions . 

$7,  091 
7.4 

$7, 016 
7.3 

-$75 

-0.1 

Average  grade,  GS  positions . . 
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Mr.  Boland.  Any  questions  on  “Operating  expenses  for  the 
Federal  Supply  Service?’' 

OTHER  OBJECTS  REQUIREMENTS 

Mr.  Giaimo.  On  page  10,  “Other  objects,”  why  the  need  for  that 
under  a supplemental  appropriation? 

Mr.  Abersfeller.  The  major  increase  is  in  “Other  services.” 
There  is  $110,000  for  reimbursement  to  the  National  Bureau  of 
Standards  for  a tire-testing  program  in  conjunction  with  the  current 
work  we  are  doing  in  developing  new  safety  standards  for  auto- 
mobiles; $300,000  is  for  reimbursement  to  the  military  for  storage 
they  are  doing  for  us  in  the  distribution  of  paint  and  hand  tools;  and 
$183,000  is  an  increase  in  contract  labor  to  meet  increased  sales. 

And  $180,000  is  for  automatic  data  processing  in  connection  with 
the  increased  sales  volume  and  in  connection  with  the  establishment 
of  a national  inventory  control  center  this  year  in  procurement. 

NATIONAL  INVENTORY  CONTROL  CENTER 

Mr.  Giaimo.  Why  is  it  under  the  supplemental  rather  than  the 
regular  budget? 

Mr.  Abersfeller.  You  are  referring  to  the  last  item?  This  was 
an  essential  ingredient  to  carrying  out  our  responsibilities  with  the 
Department  of  Defense.  Prior  to  this  time  we  never  had  national 
stock  availability  or  national  stock  information,  and  it  was  my 
judgment  that  we  could  do  a better  job  of  managing  our  inventory  if 
we  knew  what  we  had  nationally,  giving  us  a nationwide  picture. 
For  the  Defense  Department,  for  example,  since  76  percent  of  our 
stores  sales  is  to  military  customers,  if  they  have  an  emergency  need 
in  Vietnam  or  elsewhere,  we  can  locate  the  merchandise.  This 
supplemental  only  provides  for  the  increased  business  in  this  national 
inventory  control  center  and  the  cmTent  crisis  in  Vietnam  has 
demonstrated  the  need  for  it.  It  is  only  through  the  national  inven- 
tory center  that  we  can  analyze  and  control  issues. 

Mr.  Boland.  Off  the  record. 

(Discussion  off  the  record.) 

Mr.  Boland.  Thank  you,  gentlemen. 
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Monday,  March  1,  1965. 
CIVIL  AERONAUTICS  BOARD 

WITNESSES 


ALAN  S.  BOYD,  CHAIRMAN 

ROBERT  T.  MURPHY,  VICE  CHAIRMAN 

G.  JOSEPH  MINETTI,  MEMBER  OF  THE  BOARD 

WHITNEY  GILLILLAND,  MEMBER  OF  THE  BOARD 

EDWARD  J.  DRISCOLL,  EXECUTIVE  DIRECTOR 

JOHN  B.  RUSSELL  CHIEF,  OFFICE  OF  ADMINISTRATION 

IRVING  ROTH,  DIRECTOR,  BUREAU  OF  ECONOMIC  REGULATION 

JOHN  H.  WANNER,  GENERAL  COUNSEL 

WARNER  H.  HORD,  CHIEF,  OFFICE  OF  CARRIER  ACCOUNTS  AND 
STATISTICS 

W.  FLETCHER  LUTZ,  DEPUTY  DIRECTOR,  BUREAU  OF  ECONOMIC 
REGULATION 

HARRY  H.  SCHNEIDER,  CHIEF,  SUBSIDY  DIVISION,  BUREAU  OF 
ECONOMIC  REGULATION 
OSCAR  C.  DISLER,  COMPTROLLER 

Payments  to  Air  Carriers 
Program  and  financing 


[In  thousands] 


Presently 

available, 

1965 

Revised 

estimate, 

1965 

Increase,  1965 

Program  by  activities: 

1.  Domestic  trunklines 

$3, 326 
68, 534 
4,300 
9,  610 
1, 016 

$3, 326 
68,  534 
4, 300 
9, 610 
1, 016 

2.  Local  service  operations 

3.  Helicopter  operations 

4 Alflslrnn  npp.ratinns 

6.  Hawaiian  operations 

Tnt.al  nhlija.tinns  . _ 

86,  786 
86, 786 

86, 786 
86, 786 

Finanping-  >Jp,wnhliga.t,ional  authority  ... 

Status  of  unfunded  contract  authorization 
[In  thousands] 


Presently 

available, 

1965 

Revised 

estimate, 

1965 

Increase, 

1965 

Unfunded  hfllaupp  at  hpfrinuing  of  year 

$6, 586 
86, 786 
-1, 040 
-9,832 

$6,  586 
86, 786 
-1, 040 
-6,958 

Contract  authorization 

Administrative  cancellation  of  contract  authorization  > 

Unfunded  balance  at  end  of  year 

Appropriation  to  liquidate  contract  authorization 

$2,874 

82,  500 

85, 374 

2,874 

» Adjustment  of  obligations  of  prior  years. 
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Mr.  Thomas.  We  have  before  the  committee  a supplemental 
budget  request  contained  in  House  Document  80  for  payments  to 
air  carriers  in  the  amount  of  $2,874,000. 

Mr.  Evins,  would  you  be  kind  enough  to  develop  this? 

Mr.  Evins.  As  the  chairman  indicated,  you  are  requesting  an 
additional  $2,874,000  for  fiscal  year  1965.  Your  1965  regular  ap- 
propriation was  $82,500,000  and  you  brought  forward  an  unexpended 
balance  of  $356,000  from  1964.  This  gives  you  total  availability  in 
1965  of  $82,856,000.  Your  actual  payments  from  July  1,  1964,  to 
last  December  31  were  $38,980,000  and  now  you  are  estimating  that 
the  last  6 months  of  the  fiscal  year  will  cost  $46,750,000.  Those 
are  your  cash  requirements  which  are  $5,770,000  more  than  the  first 
half  of  the  year. 

The  committee  is  very  familiar  with  this  item. 

Mr.  Reporter,  insert  the  justification  in  the  record. 

(The  material  follows :) 

“Civil  Aeronautics  Board 
“payments  to  air  carriers 

“For  an  additional  amount  for  ‘Payments  to  Air  Carriers,’  to  remain  available 
until  expended,  $2,874,000.” 

REQUEST  FOR  LANGUAGE  CHANGE 

Deletions:  “*  * * not  to  exceed  $3,358,000  for  subsidy  for  helicopter  operations 
during  the  current  fiscal  year  * * 

Additions:  “*  * * not  to  exceed  $4,300,000  for  subsidy  for  helicopter  operations 
during  the  current  fiscal  year  * * 

This  change  is  necessary  for  the  Board  to  pay  subsidy  to  the  three  helicopter 
operators  during  the  last  3 months  of  fiscal  year  1965. 

Summary  of  estimated  obligations  and  payments 


[In  thousands] 


Estimate  for 
1965  per  1966 
budget 

Revised 

estimate 

Increase 

Estimated  subsidy  accrual  (amount  to  be  due  carriers  under 
final  mail  rates)  for  carrier  operations  during  the  year. 

Add  that  part  of  the  above  subsidy  accrual  which  is  not  ex- 
pected to  be  covered  by  orders  until  later  years 

Subtotal,  obligations  for  carrier  operations  during  the 
year  _ _ _ _ ... 

$85, 145 
446 

$85, 145 
446 

85, 591 
1, 195 

85, 591 
1, 195 

Obligations  for  carrier  operations  in  prior  years 

Gross  obligations. _ . ... 

86,  786 
-1,  040 

86,  786 
-1,040 

Reduction  of  amounts  obligated  in  prior  years. ..  

Total  (net)  obligations 

85, 746 

8,  794 
-7, 265 

-1,852 

1,833 

85,  746 

8, 794 
-6, 958 

-1,852 

Unliquidated  obligations: 

Brought  forward  from  prior  years 

Carried  forward  at  end  of  year 

Uncollected  refunds: 

Brought  forward  from  prior  years 

$307 

Carried  forward  at  end  of  year ... 

-1, 833 

Net  pa3unents 

87,  256 
82, 856 

85,  730 
82,856 

-1,  526 

Funds  available 

Proposed  supplemental  appropriation 

4,400 

2,874 

-1,526 
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PAYMENTS  TO  AIR  CARRIERS 

Request:  $2^874,000  to  remain  available  until  expended. 

Needed:  Apr.  1,  1965. 

Current  estimate  of  cash  requirements,  fiscal  year  1965 

Actual  subsidy  payments  made  during  the  period  July  1,  1964, 

through  Dec.  31,  1964 $38,980,000 

Estimated  cash  requirements  during  the  period  Jan.  1,  1965,  through 

June  30,  1965 46,750,000 

Total  subsidy  payment  requirements 85, 730 , 000 

Appropriation  1965  (realized) 82,500,000 

Unexpended  balance  brought  forward  from  fiscal  year  1964 356,000 

Total  funds  available  in  1965 82,856,000 

Estimated  deficit  and  supplemental  appropriation  required 2, 874 , 000 

(Note.— The  above  table  is  detailed  by  carrier  group  in  schedule  I attached.) 

PURPOSE  AND  NEED  FOR  SUPPLEMENTAL  FUNDS 


The  President’s  1965  budget  requested  an  appropriation  of  $82,824,000  for  the 
Board  for  payment  of  subsidy  to  air  carriers.  The  amount  appropriated  for  this 
purpose  in  1965  was  $82,500,000,  a reduction  of  $324,000.  A balance  of  $356,000 
was  carried  forward  from  the  previous  year,  making  a total  of  $82,856,000  avail- 
able for  payment  in  1965.  As  showm  in  the  table  above,  the  current  estimate  of 
payments  to  become  due  and  payable  in  1965  is  $85,730,000.  This  indicates  a 
need  for  a supplemental  appropriation  in  the  amount  of  $2,874,000.  Of  this 
amount,  $1,670,000  represents  payments  made  out  of  the  1965  appropriation  for 
May  operations  due  to  the  shortage  of  1964  funds  resulting  from  reduction  of  the 
Board’s  1964  supplemental  appropriation  request.  Therefore,  only  partial 
payments  were  made  during  June  on  the  bills  for  May  operations.  The  Board 
had  no  recourse  but  to  complete  payment  of  these  bills  from  the  1965  appropria- 
tion. 

The  1965  appropriation  included  $3,358,000  for  helicopter  operations  and  the 
appropriation  language  limited  payments  to  this  amount.  An  increase  of  $942,000 
is  requested  in  funds  and  appropriation  limitation  for  helicopter  operations  in 
fiscal  year  1965  for  a total  of  $4,300,000.  The  Board  under  the  present  appropria- 
tion limitation  must  discontinue  payments  to  helicopter  operators  after  March 

1965. 

The  supplemental  appropriation  is  necessary  to  enable  the  Board  to  make  full 
payment  to  the  carriers  as  such  payments  become  due.  Without  the  supplemental 
funds,  the  Board  will  have  to  postpone  payment  of  amounts  which  would  normally 
be  paid  during  the  early  weeks  of  June  for  operations  by  the  carriers  during  May. 
Payments  for  helicopter  operations  must  cease  as  of  March  1965  pending  amend- 
ment of  the  present  appropriation  limitation  on  payments  to  these  carriers.  The 
majority  of  the  supplemental,  approximately  80  percent,  is  for  the  local  service 
carriers.  Further,  since  the  appropriation  is  of  the  “No-year-liquidation  of  con- 
tract” type,  the  1965  payment  estimates  are  necessarily  integrated  with  the 
budget  estimates  for  1966.  The  carriers  must  be  paid,  if  not  in  1965,  then  in 

1966,  and  the  Board’s  inability  to  make  the  payments  on  a timely  basis  simply 
works  a hardship  on  the  carriers  without  any  advantage  to  the  Government. 

The  payment  estimates  are  based  on  estimated  subsidy  accruals,  with  the 
relationship  of  “Subsidy  accrual”  to  “Payments”  for  the  fiscal  year  1965  shown 
in  the  following  table: 


Subsidy  accrual — Estimated  amount  to  be  due  carriers  under  final  Amount 

subsidy  rates  for  carrier  operations  during  the  year $85,  145,  000 

Add  unpaid  subsidy  accrual  for  prior  year  (brought  forward) 8,  344,  000 

Deduct  unpaid  subsidy  accrual  at  end  of  year  (carried  forward) —7,  759,  000 


Subsidy  payments — Estimated  amount  which  will  require 

payment  during  the  year 85,  730,  000 
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The  following  table  shows  the  estimated  subsidy  accrual  and  payments  during 
the  fiscal  year  1965  by  carrier  group: 


[In  thousands] 


Carrier  group 

Estimated 

subsidy 

accrual 

Estimated 

payments 

Domestic  trunklines - - - - - 

$3, 326 
67, 000 
4, 300 
9,  524 
995 

$3, 417 
69, 278 
4,  294 
9,  568 
1,  006 
-1,833 

Local  service  carriers. 

Helicopter  operations ..  - 

Alaskan  operations 

Hawaiian  operations  - - - 

International  operations - - - - 

Total.  _ _ _ - _ - _ - 

85, 145 

85,  730 

SUBSIDY  ACCRUAL  BY  CARRIER  GROUP 

A.  Domestic  trunklines. — No  subsidy  is  required  for  any  domestic  trunkline 
service.  The  $3,326,000  of  estimated  subsidy  accrual  for  this  group  for  1965 
is  assigned  wholly  to  Northeast  Airlines’  services  in  the  New  England  area  which 
are  substantially  similar  to  those  of  the  13  local  carriers.  This  represents  a 
decrease  of  $374,000  resulting  from  the  operation  of  the  rate  formula  under  which 
subsidy  payments  are  made  to  this  carrier. 

B.  Local  service  carriers. — The  current  estimate  of  subsidy  accrual  for  1965 
for  local  service  carriers  is  $67  million  and  is  the  same  as  included  in  our  1965 
budget.  This  represents  a decrease  of  $1.4  million  from  the  1964  estimate  of 
$68,400,000.  Both  1964  and  1965  estimates  are  subject  to  change  for  final 
determinations  of  profit-sharing  refunds. 

C.  Helicopter  operations. — Subsidy  for  the  three  helicopter  operations  is  es- 
timated at  $4,300,000.  Final  rates  providing  for  this  amount  were  fixed  by  the 
Board  in  February  1964.  Although  the  1965  Appropriations  Act  contained  a 
limitation  of  $3,358,000  on  helicopter  subsidy,  the  request  for  supplemental  funds 
reflects  the  present  final  rate  for  the  three  carriers  which  aggregate  $4,300,000. 
The  Board  is  of  the  view  that  the  limitation  did  not  amend  section  406  of  the 
Federal  Aviation  Act,  and  that  the  subsidy  requirement  of  the  helicopter  carriers 
must  be  established  in  accordance  with  the  standards  of  section  406(b)  of  the  act. 

D.  Alaskan  services. — The  current  estimate  of  subsidy  accrual  for  all  Alaskan 
services  for  fiscal  year  1965  is  $9,524,000  compared  with  $8,614,000  included  in 
the  1985  budget.  The  $910,000  difference  is  due  to  a reduction  of  the  estimate 
of  service  mail  pay  of  approximately  $460,000  (service  mail  payments  serve  to 
reduce  subsidy)  and  an  increase  of  $480,000  over  the  prior  estimate  for  Alaska 
Coastal-Ellis  Airlines  to  reflect  the  issuance  of  the  Board’s  final  rate  derermination 
for  this  carrier. 

Seven  carriers  are  currently  eligible  for  subsidy  for  services  provided  solely 
within  the  State  of  Alaska,  of  which  six  currently  require  subsidy.  Four  carriers 
provide  service  between  the  Pacific  Northwest  and  the  State  of  Alaska,  of  which 
two  currently  require  subsidy;  and  these  two  also  provide  some  amount  of  intra- 
Alaska  services.  In  connection  swith  the  Pacific  Northwest- Alaska  services, 
subsequent  developments  in  this  area  may  require  a substantially  higher  level  of 
subsidy  support  for  these  services  than  is  reflected  in  the  current  estimates. 

E.  Hawaiian  service. — The  current  estimate  of  subsidy  accrual  for  fiscal 
year  1965  for  the  two  certificated  carriers  serving  the  State  of  Hawaii  is  $995,000 
compared  with  $886,000  included  in  the  1965  budget.  The  increase  of  $109,000 
reflect  issuance  of  final  rates  by  the  Board  for  both  carriers.  This  estimate  as- 
sumes that  third  carrier  services  authorized  by  the  State  public  utilities  com- 
mission in  1963  will  not  be  reinstituted.  While  these  services  have  been  enjoined 
by  the  Federal  District  Court  of  Hawaii,  proceedings  are  currently  pending  for 
review  of  that  decision. 

F.  International  services. — No  subsidy  is  budgeted  for  any  U.S.  air  carrier 
providing  international  services. 

As  indicated  in  the  attached  schedule  I,  a refund  of  subsidy  in  the  amount  of 
$1,833,000  has  been  received  from  Northwest  Airlines.  This  reduction  stems 
from  a Board  order  issued  in  January  1964  establishing  a subsidy-free  rate  for 
Northwest’s  1954  international  operations.  This  order  was  affirmed  by  the 
U.S.  Court  of  Appeals  in  early  December  1964. 
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Procedure  for  determination  of  subsidy 

Section  406(a)  of  the  Federal  Aviation  Act  provides  that  the  Board  shall  fix 
fair  and  reasonable  rates  of  compensation  for  the  transportation  of  mail  by  air- 
craft. Section  406(c)  further  provides  that  the  compensatory  (or  service  mail) 
portion  of  such  compensation  shall  be  paid  by  the  Postmaster  General  on  the 
basis  of  rates  established  by  the  Board  for  that  purpose;  and  section  406(b) 
provides  that  the  remainder  of  the  total  mail  compensation — i.e.,  the  subsidy 
portion — shall  be  paid  by  the  Board  in  order  to  further  and  promote  the  develop- 
ment of  air  transportation  to  the  extent  and  of  the  quality  required  for  the  com- 
merce of  the  United  States,  the  postal  service,  and  the  national  defense.  The 
subsidy  rate  for  each  carrier  is  determined  pursuant  to  the  act  only  after  notice 
and  opportunity  for  hearing,  and  is  subject  to  judicial  review.  Most  subsidy 
cases  are  processed  by  informal  conference  procedures  with  representatives  of  the 
carriers  and  the  Board,  although  at  any  given  time  cases  of  varying  importance 
are  being  tried  formally  before  the  Board  and  its  hearing  examiners.  The  con- 
ference procedure,  which  is  detailed  in  the  Board’s  published  rules  of  practice,  has 
proven  to  be  an  efficient  method  of  narrowing  areas  of  conflict  and  expediting 
the  necessary  Board  determinations.  Whether  the  informal  conference  procedure 
or  the  formal  hearing  procedure  is  utilized,  no  subsidy  rate  is  finalized  without 
opportunity  for  objections  by  interested  parties,  including  the  Postmaster  General, 
and  the  observance  of  all  statutory  procedural  and  substantive  requirements. 

Once  a U.S.  carrier  has  been  certificated  for  carriage  of  U.S.  mail,  provision 
of  mail  pay,  including  subsidy  in  those  situations  where  the  carrier  demonstrates 
a statutory  need  for  subsidy,  is  provided  for  by  the  act  for  the  duration  of  the 
carrier’s  operations  under  its  certificate  for  those  services  required  in  the  public 
interest.  In  essence,  the  dollars  of  subsidy  in  each  case  consist  of  an  amount  to 
cover  the  carrier’s  operating  loss  incurred  under  honest,  economical,  and  efficient 
management  and  to  provide  it  an  opportunity  to  earn  a fair  return  (after  taxes) 
on  the  investment  used  and  useful  in  its  air  transportation  services. 

Subsidy  cases  are  initiated  on  a prospective  basis  by  formal  documents,  normally 
a petition  filed  by  the  carrier  or  an  order  of  the  Board  issued  upon  its  own  initiative. 
The  amount  of  subsidy  determined  in  each  case  is  normally  the  sum  of  (1)  the 
carrier’s  break-even  need  for  a forecast  12-month  period  (i.e.,  the  excess  of  expenses 
over  revenues),  (2)  the  capital  cost  or  fair  return,  and  (3)  income  taxes.  In 
reaching  its  subsidy  determinations  the  Board  makes  independent  decisions  as  to 
(1)  the  prudence  of  the  expenses  to  be  incurred  bj^  the  carrier,  (2)  the  volume  of 
service  required  in  the  national  interest,  and  (3)  the  fleet,  plant  and  capital  to 
be  devoted  to  air  service.  Subsid}^  is  paid  by  the  Board  on  a monthly  basis  as 
prescribed  in  the  rate  formula  in  each  case,  and  normally  is  equivalent  to  one- 
twelfth  of  the  annual  subsidy. 

Neither  the  act  nor  the  Board  guarantees  that  each  carrier  will  earn  a profit 
at  the  prescribed  subsidy  rate,  but  rates  are  established  so  as  to  provide  reasonable 
opportunity  to  do  so  under  conditions  of  honest,  economical  and  efficient  manage- 
ment. In  other  words,  the  Board  has  adhered  to  the  public  utility  rate  regulatory 
pattern,  under  which  losses  incurred  by  carriers  in  past  years  while  on  closed  rates 
cannot  be  made  up  with  subsidy  in  fixing  future  rates;  and,  at  the  same  time,  rates 
once  established  remain  final  and  closed  until  reopened.  Pursuant  to  the  Board’s 
power  to  reopen  rates  prospectively  on  its  own  initiative,  the  Board  maintains  a 
continuing  review  of  all  established  subsidy  rates,  and  has  reopened  numerous 
rates  for  reduction.  In  this  manner,  the  Government  ultimately  reaps  the  benefit, 
through  decreased  subsidy  payments,  of  the  economies  effected  by  the  carriers — 
economies  which  management  has  maximum  incentive  to  develop  because  while 
operating  under  a closed  rate  the  carrier  bears  the  risk  of  losses  but  at  the  same  time 
has  the  benefit  of  bettered  earnings  resulting  from  improvements  in  operations. 

Since  the  total  of  the  subsidy  in  any  given  case  depends  upon  the  volume  of 
service  and  extent  to  which  revenues  of  the  carrier  from  all  commercial  sources 
(including  the  service  mail  payments  from  the  Postmaster  General)  fail  to  meet 
its  prudently  incurred  costs,  in  establishing  subsidy  rates  since  1938,  the  Board 
has  developed  ratemaking  principles  of  general  applicability  to  implement  the 
mandate  of  the  act  that  only  those  losses  which  are  incurred  under  “honest, 
economical  and  efficient  management”  shall  be  underwritten  with  subsidy. 
Therefore,  the  basic  determinations  in  subsidy  rate  cases  involve  (1)  reasonable- 
ness of  capacity  operated;  (2)  reasonableness  of  costs;  (3)  the  proper  investment 
base  to  be  recognized  for  rate  purposes  and  the  related  fair  return;  and  (4)  the 
amount  of  revenue  to  be  recognized  for  rate  purposes. 

The  Board’s  procedures  provide  for  detailed  analyses  and  findings  in  each  of 
these  areas.  The  Board’s  rules  of  practice  provide  that  carrier  subsidy  petitions 
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must  include  a 12-month  forecast  of  operations  upon  which  the  carrier’s  subsidy 
claim  is  based.  Preliminary  staff  analyses  are  made  as  to  all  elements  of  the 
carrier’s  forecast,  and  additional  information  is  received  from  the  carrier  vdth 
regard  to  any  area  of  its  subsidy  claim  which  is  not  substantiated  or  for  which 
clarification  is  needed.  After  receipt  of  all  necessary  information,  detailed 
analyses,  prepared  in  accordance  with  law  and  established  Board  policy,  are 
conducted  which  embrace:  (a)  the  reconciliation  of  the  carrier’s  estimates  with 
its  reported  experience  for  the  most  recent  12-month  period,  (b)  current  and 
prior  audits,  (c)  trends  in  the  carrier’s  operations,  and  (d)  staff  expertise  and 
knowledge  of  the  carrier’s  operations  gained  from  studies,  reports,  prior  cases, 
and  field  trips. 

In  accordance  with  the  statutory  requirement  that  subsidy  not  be  provided  to 
defray  costs  other  than  those  incurred  under  '‘honest,  economical  and  efficient 
management,”  and  that  only  those  services  required  in  the  public  interest  shall 
be  subsidized,  there  is  close  "Board  review  or  “screening”  of  the  pertinent  factors 
underlying  the  carriers’  subsidy  claims.  Thus,  for  example,  costs  whose  recogni- 
tion would  be  contrary  to  public  policy,  such  as  charitable  contributions,  and 
entertainment  and  lobbying  expenses,  etc.,  are  not  allowed.  Other  typical 
expenses  disallowed  include  expenses  reported  on  bases  inconsistent  with  sound 
accounting  principles,  excessive  costs  (exceeding  standard  levels),  unsubstantiated 
increases,  uneconomic  costs  (i.e.,  those  exceeding  costs  of  comparable  carriers) 
and  costs  not  reasonably  related  to  the  carrier’s  air  transportation  services. 
Excessive  equipment  in  number  or  capacity  is  not  subsidized.  The  same  is 
true  of  depreciation  expense  recorded  at  rates  which  may  be  excessive  according 
to  experience  and  established  Board  standards.  The  recognizable  investment 
is  also  developed  according  to  established  standards,  which  are  designed  to 
provide  a fair  retirm  on  the  facilities  and  capital  used  and  useful  for  the  required 
sermces.  In  addition,  in  determining  the  recognizable  amount  of  revenues,  all 
sources  thereof  are  scrutinized.  Thus,  profits  earned  by  the  carriers  for  services 
performed  in  militarj^  airlift  operations  are  used  to  reduce  the  subsidy  otherwise 
required  by  such  carriers.  Net  revenues  from  other  types  of  transactions,  such 
as  charters,  are  similarly  considered  in  determining  a carrier’s  subsidy  require- 
ments. On  the  other  hand,  losses  from  charter  operations  and  all-cargo  services 
are  not  under vTitten  with  subsidy  nor  are  any  other  losses  unrelated  to  the 
carriers’  air  services.  This  brief  summary  of  the  “screening”  process,  designed 
to  assure  maximum  productive  use  of  each  subsidy  dollar  in  the  public  interest, 
is  merely  illustrative  of  the  adjustments  made  in  the  subsidy  process  which  are 
detailed  in  each  of  the  Board’s  public  orders  determining  the  subsidy  rates  for 
the  various  carriers. 

Local  service  class  subsidy  rate 

The  above  summary  is  applicable  to  cases  in  which  a subsidy  rate  is  deter- 
mined for  a single  carrier  as  well  as  to  cases  in  which  a single  subsidy  formula 
is  designed  to  embrace  a class  of  homogeneous  carriers.  Because  of  the  impor- 
tance of  the  latter  type  of  subsidy  rate,  commonly  known  as  a “class  subsidy 
rate,”  it  is  appropriate  to  summarize  its  origin  and  development. 

Prior  to  January  1,  1961,  subsidy  rates  had  generally  been  established  for 
individual  carriers  on  a case-by-case  basis.  By  reason  of  a combination  of  fac- 
tors— including  particularly  the  rapidity  of  change  in  their  developing  route  sj's- 
tems — the  local  carriers  were  often  in  position  where  their  subsidy  rate  was  “open” 
or  undetermined.  Since,  in  this  situation,  the  carriers  lacked  the  certainty  of 
a final  rate,  the  single  carrier  subsidy  determination  process  did  not  create  opti- 
mum climate  for  long-range  carrier  planning  nor  maximum  incentive  for  optimum 
operations.  Finding  that  the  13  local  carriers,  despite  various  differences,  repre- 
sented a homogeneous  group  w^hich  could  be  encompassed  by  a single  rate,  the 
Board  established  the  first  class  subsidy  rate  for  all  13  carriers  effective  January 
1,  1961.  This  class  rate  was  based  upon  the  carriers’  operating  results  for  the 
year  ended  June  30,  1960,  adjusted  to  exclude  costs  not  recognizable  under  estab- 
lished Board  policy.  In  the  computation  of  the  subsidy  need  the  average  costs 
of  the  group  were  used,  placing  a premium  on  efficient  operations.  The  ele- 
ments in  investment  were  treated  in  accordance  with  customary  standards  and 
the  return  on  investment  was  based  on  the  Board  decision  in  the  Rate  of  Return, 
Local  Service  Carrier  Investigation  (31  CAB  685  (I960)). 

Income  taxes  were  computed  in  the  customary  manner  on  the  Board’s  “actual 
tax”  basis  and  provision  was  made  in  the  rate  for  recapture  of  excess  earnings 
or  profit  sharing.  The  dual  purpose  of  this  profit-sharing  provision  was  to  guard 
against  individual  carriers  realizing  excess  profits,  since  a spread  in  earnings  was 
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anticipated,  and  to  obviate  the  need  for  frequent  reopening  of  the  rate.  The 
class  rate  formula  was  so  designed  as  to  permit  fluctuations  in  the  monthly  sub- 
sidy payment  to  each  carrier,  within  specified  limits,  as  the  character  of  the 
various  carriers’  routes  and  services  was  revised.  This  fluctuation,  a basic  fea- 
ture of  the  class  rate  which  is  not  contained  in  individual  rates,  is  critical  since 
it  enables  the  carriers  to  increase  or  decrease  service,  to  institute  new  services, 
and  suspend  services  the  need  for  which  no  longer  exists,  without  disturbing  the 
finality  of  the  class  rate. 

The  introduction  of  the  class  subsidy  rate  technique,  a new  approach  in  rate- 
making for  the  local  service  carrier  group,  was  necessarily  experimental  and  the 
Board  was  aware  that  modifications  and  revisions  would  be  required  as  experience 
under  that  rate  was  accumulated.  Therefore,  this  area  was  kept  under  close  study 
and  a revised  rate  was  established  as  of  January  1,  1963.  Further  revisions, 
representing  improvements  and  changes  dictated  by  past  experience,  were  found 
necessary  early  in  1964,  and  a revised  rate  was  established  as  of  July  1,  1964. 
Undoubtedly  additional  modifications  will  be  found  warranted  in  succeeding  fiscal 
years,  and  studies  are  continuing  for  that  purpose.  With  over  3 years’  experience 
under  class  rates  for  this  group  of  carriers,  it  appears  clear  that  the  class  rate 
technique  has  been  successful  from  the  standpoint  of  the  public,  the  carriers,  and 
the  Government.  It  has,  thus  far,  engendered  sounder  long-range  carrier  plan- 
ning, improved  and  stabilized  the  carriers’  financial  status,  provided  better  in- 
centives for  continuing  improvements  in  service  to  the  public,  and  is  meeting  the 
goal  of  maximum  service  for  each  subsidy  dollar.  At  this  time,  it  appears  that 
the  local  service  class  subsidy  rate  will  be  a continuing  technique  in  the  Board’s 
subsidy  processes. 

Schedule  1. — Estimated  subsidy  payments  to  air  carriers,  by  carrier  group,  fisca 

year  1965 


[In  thousands] 


Domes- 
tic trunk- 
lines 

Local 

service 

Heli- 

copter 

Alaskan 

Havrai- 

ian 

Inter- 

national 

Total 

1.  Actual  subsidy  payments 
made  during  the  period 
July  1,  1964,  through 
Dec.  31,  1964: 

{a)  For  carrier  opera- 
tions during  the 

current  fiscal  year 

(ft)  For  carrier  opera- 
tions during  prior 
fiscal  year __  

$1, 555 
368 

$26, 319 
6,631 

$1, 797 
353 

$2, 633 
701 

$364 

92 

$32, 668 
6,312 

-$1,833 

(c)  Total 

1, 923 

32, 950 

2, 150 

3, 334 

456 

-1,833 

38, 980 

2.  Estimated  payments  during 
the  period  Jan.  1,  1965, 
through  June  30,  1965: 

(a)  For  carrier  opera- 
tions during  the 

current  fiscal  year 

(&)  For  carrier  opera- 
tions during  prior 
fiscal  years.  

1,494 

0 

36,  041 
287 

2, 144 
0 

6, 192 
42 

550 

0 

0 

0 

46, 421 
329 

(c)  Total 

1,494 

36, 328 

2, 144 

6,  234 

550 

0 

46, 750 

3.  Total  subsidy  be- 

coming due  and 
payable  during  the 
fiscal  year  1965 

4.  Deduct  total  funds  avail- 

able 

3,417 

69,  278 

4,  294 

9,  568 

1,006 

-1,833 

85,  730 
82,856 

6.  Estimated  subsidy 

appropriation  deficit 
as  of  June  30,  1965 

2,874 
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HAWAIIAN  SUBSIDY  INCREASE 

Mr.  Jonas.  Give  us  a brief  explanation  of  the  increase  in  the  subsidy 
requirements  in  the  Hawaiian  operation. 

All  the  other  seem  to  be  going  do^vn. 

Mr.  Boyd.  The  increase  reflects  a full  income  tax  provision  in 
contrast  to  1966  which  was  nominal  due  to  the  available  loss  carry- 
forward credits. 

Mr.  Jonas.  How  would  they  be  liable  for  an  income  tax  if  they  lost 
money  and  do  not  have  any  net  income? 

Mr.  Boyd.  They  do  have  a net  income  with  the  subsidy.  There  is 
a provision  for  tax  that  is  paid  in  the  subsidy,  so  that  portion  does 
come  back  to  the  Government.  But  we  have  not  tried  to  say  it  is 
only  this  much  when  we  net  out  the  tax.  They  are  entitled  to  a profit. 

Mr.  Jonas.  When  you  count  the  subsidy,  what  do  you  allow? 
W^hat  is  the  rule — 10  percent? 

\h\  Boyd.  The  Alaskan  carriers,  I believe,  are  allowed  a return  on 
investment  of  9 percent  as  a minimum  and  11  percent  as  a maximum. 

}^Ir.  Jonas.  What  do  you  allow  the  local  service  carriers? 

Mr.  Boyd.  There  is  a sliding  scale  on  that.  It  is  a differentiated 
rate  of  return  which  is  based  on  the  debt  equity  ratio  of  the  carriers. 
It  ranges  under  the  latest  class  rate  from  9 to  11  percent. 

Mr.  Jonas.  Nine  to  eleven  percent. 

Mr.  Boyd.  Yes,  sir. 

Mr.  Thomas.  After  taxes. 

Mr.  Boyd.  Yes;  after  taxes. 

subsidy  accounts  and  payments 

IMr.  Thomas.  When  are  these  estimates  coming  down?  The  last 
3 years  the  accrual  estimate  was  one  figure  and  the  actual  accrual  was 
something  else.  A"ou  say  you  are  coming  doMui  but  it  seems  to  be 
going  up  a little  eveiy  year.  When  is  it  going  to  come  down  a little? 

Mr.  Boyd.  As  we  have  stated  for  a number  of  years,  fiscal  year 
1964  was  to  be  the  peak  and  that  in  fact  was  the  case.  It  has  been 
going  down.  But  the  payments  tend  to  follow  the  accruals. 

Mr.  Thomas.  They  have  not  been  coming  down  since  1964. 

Mr.  Boyd.  The  year  1964  was  the  peak  year.  That  has  been  our 
historical  statement. 

Air.  Thomas.  The  difference  between  1964  and  1965  was  $780,000. 
It  was  less  than  a million  dollars  out  of  the  $85  million.  What  you 
estimate  3’our  accrual  to  be  and  what  it  turns  out  to  be  is  something 
else. 

PROFIT-SHARING  DETERMINATION 

Mr.  Evins.  Would  you  say  that  the  bulk  supplemental,  perhaps 
80  percent  is  for  the  local  service  carriers? 

Mr.  Boyd.  Yes,  sir. 

Mr.  Evins.  The  1964  and  1965  estimates  are  subject  to  change  and 
final  determination  of  profit-sharing  refunds? 

Air.  Boyd.  Yes,  sir. 

Air.  Evins.  This  is  where  an  ad  hoc  case  would  come  in. 

Air.  Boyd.  No;  the  profit  sharing  is  based  on  the  final  annual  re- 
sults of  the  carrier’s  operation.  It  does  not  involve  ad  hoc  adjust- 
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ments.  This  is  a portion  of  the  class  rate  formula  whereby  the  car- 
riers earning  over  a specified  percentage  are  required  to  return 
portions  of  it  to  the  Government. 

PROCEDURE  FOR  SUBSIDY  DETERMINATION 

Mr.  Evins.  I was  very  much  interested  in  your  procedure  for  deter- 
mining subsidy. 

Section  406(b)  of  the  Federal  Aviation  Act  provides  that  the  re- 
mainder of  the  total  mail  compensation  shall  be  paid  by  the  Board 
in  order  to  further  and  promote  the  development  of  air  transporta- 
tion to  the  extent  and  of  the  quality  required  for  the  commerce  of 
the  United  States,  the  postal  service,  and  the  national  defense.  In 
essence  the  dollars  of  subsidy  in  each  case  consists  of  an  amount  to 
cover  the  carrier’s  operating  loss  incurred  under  honest,  economical, 
and  efficient  management,  and  to  provide  an  opportunity  to  earn  a 
fair  return  after  taxes  on  the  investment  used  in  its  air  transportation 
services.  This  is  the  crux  of  the  matter.  Then  they  delineate  what 
is  disallowed  in  the  accounting  procedures. 

One  of  your  broad  overall  purposes  is  to  promote  air  commerce  to 
facilitate  the  postal  service  and  the  national  defense. 

ALASKAN  SUBSIDY 

There  are  four  carriers  serving  between  the  Pacific  Northwest  and 
Alaska,  two  of  which  are  subsidized  and  two  not  subsidized.  Is  there 
a little  discrimination  going  on  there,  Mr.  Chairman? 

Mr.  Boyd.  No,  sir;  we  don’t  think  so.  Neither  of  the  two  unsub- 
sidized carriers  have  requested  subsidy.  We  have  been  wrestling 
with  this  business  for  years.  In  1958  the  Board  made  noises  about 
trying  to  straighten  that  situation  out  and  received  a prompt  memorial 
from  the  Congress  saying,  ‘‘Do  nothing  until  you  hear  from  me.” 
Subsequently,  and  not  having  heard  anything  for  several  years,  we 
put  our  foot  back  in  the  water,  and  after  a case  that  went  through  the 
court  of  appeals  we  got  a case  on  the  road  and  should  be  out  with  a 
decision  within  the  very  near  future. 

Mr.  Evins.  Then  we  had  the  earthquake  and  that  upset  the  whole 
thing,  did  it  not? 

Mr.  Boyd.  No.  As  a matter  of  fact,  much  to  our  surprise  the 
subsidized  Alaskan  carriers  are  not  as  poorly  off  as  we  had  anticipated 
they  would  be. 

Mr.  Evins.  A few  years  ago  we  called  in  a number  of  the  local 
service  operations  and  talked  with  them  at  length.  Many  of  them 
I believe,  gave  the  impression  that  they  were  anxious  to  get  off  the 
subsidy.  Have  any  of  them  gotten  off  since  that  time? 

Mr.  Boyd.  No,  sir. 

Mr.  Thomas.  We  didn’t  think  so.  Gentlemen,  as  Mr.  Evins  said, 
the  committee  is  quite  familiar  with  this  subsidy  situation. 

Thank  you  very  much. 
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Wednesday,  March  10,  1965. 
HOUSING  AND  HOME  FINANCE  AGENCY 

WITNESSES 

ROBERT  C.  WEAVER,  ADMINISTRATOR 
MILTON  P.  SEMER,  DEPUTY  ADMINISTRATOR 
JOHN  M.  FRANTZ,  AGENCY  BUDGET  OFFICER 
NATHANIEL  J.  EISEMAN,  BUDGET  ANALYST 

URBAN  RENEWAL  ADMINISTRATION 

WILLIAM  L.  SLAYTON,  COMMISSIONER 
ROBERT  C.  GILKISON,  BUDGET  ANALYST 

PUBLIC  HOUSING  ADMINISTRATION 

MARIE  McGuire,  commissioner 
NAT  A.  WHITMIRE,  BUDGET  OFFICER 

FEDERAL  NATIONAL  MORTGAGE  ASSOCIATION 

J.  STANLEY  BAUGHMAN,  PRESIDENT 

CARL  H.  BURKE,  DIRECTOR,  OPERATIONS  ANALYSIS 

Mr.  Thomas.  There  are  three  supplemental  budget  requests  before 
the  committee  concerning  the  Office  of  the  Administrator.  All  are 
contained  in  House  Document  80. 

You  have  $5,050,000  for  Federal-State  training  programs,  $515,000 
for  fellowships  for  city  planning  and  urban  studies,  and  $10,180,000 
for  rehabilitation  loans. 

General  Statement 

You  have  a statement  on  these  subjects  which  we  shall  insert  in 
the  record  at  this  point. 

(The  statement  follows;) 

Statement  of  Robert  C.  Weaver,  Housing  and  Home 
Finance  Administrator 

Mr.  Chairman  and  members  of  the  committee,  with  your  permission,  I will 
briefly  introduce  and  summarize  the  budget  for  the  operations  of  the  Office  of 
the  Administrator,  the  Community  Facilities  Administration,  and  the  Urban 
Renewal  Administration,  and  then  my  associates  and  I wiU  be  happy  to  answer 
any  questions  you  may  have  to  put  to  us. 

The  budget  for  1966  requests  funds  both  for  existing  and  for  certain  new  pro- 
grams. It  may  be  worth  while  for  me  to  identify  the  latter  quickly. 

DIRECT  LOANS  FOR  REHABILITATION 

Section  312  of  the  Housing  Act  of  1964  authorizes  the  appropriation  of  $50 
million  for  loans  at  a rate  of  interest  not  to  exceed  3 percent  for  the  rehabilitation 
of  both  residential  and  nonresidential  structures  in  urban  renewal  areas.  The 
budget  requests  a supplemental  appropriation  of  $10  million  for  1965  and  $40 
million  for  1966  for  this  new  program.  These  two  appropriations,  if  approved, 
would  exhaust  the  present  authorization.  The  budget  also  requests  $180,000 
this  year  and  $1.8  million  for  next  year  for  administrative  expenses  of  this  new 
activity. 

The  type  of  rehabilitation  for  which  direct  loans  would  be  made  under  section 
312  embraces  those  substantial  improvements  to  the  properties  necessary  to 
conform  to  local  code  requirements,  or  to  meet  applicable  rehabilitation  standards 
in  an  urban  renewal  plan  for  the  project  area.  Loans  can  be  made  only  if  funds 
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are  not  otherwise  available  to  the  applicant  on  reasonable  terms.  Rehabilitation 
loans  will  run  for  a period  up  to  20  years,  and  under  certain  conditions,  in  the  case 
of  residential  loans,  may  cover  existing  indebtedness  on  the  property  as  well  as 
the  cost  of  the  new  work  done. 

Although  this  3 percent  loan  program  was  not  our  proposal,  we  are  very  hopeful 
that  it  may  prove  a substantial  stimulus  to  bring  about  the  rehabilitation  of 
basically  sound  structures  which  might  otherwise  become  candidates  for  purchase 
and  clearance.  Certainly  it  is  in  the  economic  and  financial  interest  of  both  the 
local  community  and  the  Federal  Government  to  make  maximum  use  of  the 
investment  already  represented  by  these  buildings — to  say  nothing  of  the  human 
and  financial  benefits  which  result  from  avoiding  the  displacement  and  relocation 
of  the  people  who  live  in  them,  or  the  businesses — mostly  small  businesses — 
which  occupy  and  use  them. 

FEDERAL-STATE  TRAINING 

Title  VIII  of  the  Housing  Act  of  1964  authorized  two  new  programs  of  Federal 
assistance  in  an  effort  to  increase  the  supply  of  trained  and  talented  professional 
people  available  for  community  development  programs  at  the  local  level.  In 
my  judgment,  the  Federal  Government  has  a great  financial  stake  in  this  new 
approach,  as  well  as  a common  interest  with  the  State  and  local  units  of  govern- 
ment. Many  of  our  programs  are  carried  out  through  local  governments  or  their 
agencies  and  instrumentalities;  others,  such  as  those  of  FHA,  are  very  greatly 
affected  by  the  policies  and  decisions  of  these  local  public  bodies.  It  is  axiomatic 
that  these  programs  can  only  be  as  good  as  the  people  who  administer  them  at 
the  local  level.  There  is  today  an  acute  and  worsening  shortage  of  trained  people 
with  the  necessary  skills,  and  especially  of  trained  young  people  who  have  chosen 
these  kinds  of  jobs  for  their  careers. 

Title  VIII  authorizes  appropriations  of  $10  million  for  grants  to  States  for  not 
more  than  half  the  cost  of  State  training  programs  to  “provide  special  training  in 
skills  needed  for  economic  and  efficient  community  development  to  those  technical 
and  professional  people  who  are,  or  are  training  to  be,  employed  by  a govern- 
mental or  public  body  which  has  responsibilities  for  community  development.’’ 
The  State  programs  must  be  approved  by  the  Administrator,  and  must  include 
suitable  administrative,  financial  and  accounting  provisions  as  well  as  a substan- 
tive program.  Assistance  may  also  be  extended  to  State  and  local  research 
needed  in  connection  with  housing  programs  and  needs,  public  improvement 
programing,  code  problems,  efficient  land  use,  urban  transportation  and  similar 
community  development  problems. 

The  budget  requests  appropriations  of  $5  million  for  the  current  year  and  $10 
million  for  fiscal  year  1966  to  start  this  program. 

FELLOWSHIPS  PROGRAM 

Title  VIII  also  authorizes  appropriation  of  $500,000  in  each  of  3 fiscal  years  for 
fellowships  to  be  awarded  to  selected  students  at  the  graduate  level  in  city  plan- 
ning and  related  special  fields  in  housing  and  urban  matters.  These  students 
would  be  selected  with  the  aid  of  a nine-person  advisory  committee  provided  for 
in  the  statutes,  representing  expert  knowledge  from  public  and  private  educa- 
tional institutions  and  from  local  government.  The  budget  recommends  a sup- 
plemental appropriation  of  $500,000  which  could  be  used  to  start  the  program 
immediately,  and  an  additional  $500,000  to  continue  it  in  1966. 

Justification  Of  The  Estimates 

Mr.  Thomas.  We  shall  insert  the  supplemental  justification  in  the 
record. 

(The  material  follows:) 

Justification  for  1965  Supplemental  Estimates 

Three  requests  for  supplemental  appropriations  for  fiscal  year  1965  are  in- 
cluded in  House  Document  No.  80  for  the  Office  of  the  Administrator,  Housing 
and  Home  Finance  Agency.  All  three  requests  provide  funds  for  operations  in 


267 


1965  in  connection  with  new  activities  authorized  by  the  Housing  Act  of  1964 
(Public  Law  88-560),  approved  September  2,  1964.  The  amounts  are  as  follows: 


Program 

funds 

Limitation 
on  adminis- 
trative 
expenses 

Total 

Rehabilitation  loan  program 

$10, 000, 000 
5, 000, 000 
500,  000 

$180, 000 
50, 000 
15,  000 

$10, 180, 000 
5, 050, 000 
515, 000 

Federal-State  training  program 

Fellowships  for  city  planning  and  urban  studies 

Total  - 

15,  500, 000 

245, 000 

15,  745,  000 

Rehabilitation  Loan  Program 
Program  highlights 


[Dollars  in  millions]  Estimate, 

1965 

Authorization  for  appropriation $50.  0 

Appropriations : 

For  loans 10.  0 

Administrative  expenses .2 

Local  program  allocations: 

Residential 8.  5 

Business 1.5 


Loan  approvals: 

Residential : 

Number 500 

Amount $1.  5 

Business; 

Number 10 

Amount $0.  3 


SUMMARY  OF  THE  BUDGET  REQUEST 

The  budget  program  for  the  rehabilitation  loan  program  authorized  by  the 
Housing  Act  of  1964  proposes  a supplemental  appropriation  for  fiscal  year  1965  of 
$10  million  for  loans  and  $180,000  for  administrative  expenses. 

PROGRAM  FINANCING 

The  Housing  Act  of  1964  provided  an  authorization  for  appropriations  of  $50 
million  to  constitute  a revolving  fund.  A separate  authorization  covers  adminis- 
trative expenses.  The  supplemental  appropriation  sought  in  1965  would  initially 
utilize  $10  million  of  the  $50  million  authorized.  The  balance  is  proposed  to  be 
appropriated  and  utilized  in  fiscal  year  1966. 

PROGRAM  GOALS 

Large  areas  of  cities  are  marked  by  blight  and  deteriotation  that  is  susceptible 
to  corrective  action  through  rehabilitation  of  physical  properties  without  the 
necessity  for  wholesale  clearance  and  rebuilding.  The  title  I urban  renewal 
program,  particularly  since  enactment  of  the  Housing  Act  of  1954  and  subsequent 
statutes,  has  more  and  more  provided  means  to  attack  the  slum  and  blight  prob- 
lem through  methods  short  of  outright  clearance. 

There  exists  in  every  city  opportunities  for  the  rehabilitation  of  older  and 
deteriorating  homes  and  other  buildings  which  are  still  basically  sound  in  structure 
and  which,  with  proper  treatment,  can  have  their  economic  and  useful  life  ex- 
tended for  many  years.  Homes  and  apartments  of  this  type  form  one  of  the  best 
and  largest  resources  for  decent  housing  for  lower  middle  and  middle  income 
families.  Preservation  and  improvement  of  the  standing  stock  of  housing  through 
rehabilitation  efforts  also  makes  the  best  use  of  a significant  national  resource  and 
assists  in  bringing  about  the  upgrading  of  urban  communities  at  reasonable  cost. 

In  the  title  I urban  renewal  program,  as  of  the  end  of  fiscal  year  1964,  there 
v/ere  some  211  urban  renewal  projects  in  the  execution  phase  with  significant 
rehabilitation  effort.  These  projects,  in  total,  covered  8,100  acres  and  involved 
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50,353  structures;  44,634  of  these  were  residential  buildings  containing  some 
116,000  dwelling  units. 

Experience  in  the  urban  renewal  program  and  otherwise  has  shown  that  two 
very  complex  problems  typically  face  the  owner  of  urban  residential  property  in 
an  urban  renewal  area  which  is  slated  for  rehabilitation  effort:  one  is  the  owner’s 
lack  of  knowledge  of  precisely  what  is  needed  to  meet  overall  standards  required 
by  the  local  authorities  in  connection  with  the  urban  renewal  plan,  the  sources 
of  possible  assistance,  or  simply  how  to  go  about  getting  the  job  done;  the  other  is 
the  difficulty  of  securing  adequate  long-term  mortgage  funds  for  rehabilitation 
through  the  usual  financing  sources.  The  new  rehabilitation  loan  program  for 
which  appropriations  are  now  requested  will  provide  an  effective  means  for  dealing 
with  these  two  interrelated  problems,  with  loan  funds  being  made  available  to 
assist  in  the  solution  of  the  financing  problem;  this  cannot  be  done  successfully, 
however,  without  dealing  also  with  the  other  problem.  Plans  and  procedures  for 
using  this  newest  tool  to  attack  the  rehabilitation  problem  provide  for  the  fullest 
integration  of  the  new  program  with  the  ongoing  urban  renewal  program  carried 
out  through  local  public  agencies  so  that  a rational  and  coordinated  effort  is  made 
in  each  community  and — if  necessary — on  a house-to-house  and  owner-to-owner 
basis. 

DESCRIPTION  OF  THE  PROGRAM 

Section  312  of  the  Housing  Act  of  1964  authorized  a program  of  low-interest 
loans  to  owners  or  tenants  of  property  in  urban  renewal  areas  to  finance  rehabili- 
tation required  to  make  such  properties  conform  to  applicable  code  requirements 
or  improve  their  properties  to  meet  the  objectives  of  an  urban  renewal  plan  for 
the  area.  The  program  is  designed  to  provide  a source  of  financing  to  those 
persons  or  businesses  in  an  urban  renewal  area  who  are  presently  unable  to  under- 
take necessary  rehabilitation  of  their  property  because  they  cannot  obtain  loans 
in  sufficient  amounts  or  under  such  terms  as  they  can  afford  to  carry.  Assistance 
would  be  available  for  persons  lacking  commercial  credit  ratings  or  sufficient  finan- 
cial resources  to  meet  repayment  schedules  ordinarily  available. 

ELIGIBILITY  AND  LOAN  TERMS 

To  be  eligible  for  a section  312  loan,  the  owner  of  a property  within  an  urban 
renewal  area  to  be  rehabilitated  must  be  unable  to  secure  the  necessary  credit 
from  other  sources  on  reasonable  terms  and  conditions.  He  must  possess  legal 
capacity  to  incur  the  obligations  of  the  loan  and  have  sufficient  income  or  other 
resources  to  repay  the  loan. 

In  general,  for  residential  property  the  amount  of  the  loan  may  not  exceed 
whichever  is  the  lesser  of  $10,000  per  dwelling  unit  (for  structures  with  one  to 
three  dwelling  units  or  a total  of  $37,500  for  four  dwelling  units)  or  the  cost  of 
rehabilitation. 

However,  owner-occupants  of  residential  property  may  refinance  existing 
indebtedness  secured  by  the  property,  in  addition  to  the  cost  of  rehabilitation,  if 
such  refinancing  is  necessary  to  enable  the  applicant  to  amortize  the  combined 
debt  secured  by  his  property  with  a monthly  payment  of  not  more  than  20  percent 
of  his  average  monthly  income. 

The  maximum  loan  amount  for  nonresidential  purposes  may  not  exceed  which- 
ever is  the  least  of — 

(a)  $50,000; 

(b)  the  cost  of  rehabilitation;  or 

(c)  an  amount  which  when  added  to  any  outstanding  indebtedness  related 
to  the  property  creates  a total  outstanding  indebtedness  that  could  be  secured 
by  a first  mortgage  on  the  property. 

Average  loans  made  are  assumed  to  be  substantially  less  than  the  maximum, 
being  estimated  at  $3,000  per  dwelling  unit  and  $25,000  per  business.  All  loans 
are  to  bear  an  annual  interest  rate  not  exceeding  3 percent  of  the  principal  amount 
outstanding.  The  term  of  the  loan  may  not  exceed  20  years  or  three-fourths  of 
the  remaining  economic  life  of  the  structure  after  rehabilitation,  whichever  is  less. 

ADMINISTRATION  OF  THE  PROGRAM 

The  act  provides  that  the  rehabilitation  loan  program  is  to  be  carried  out 
* * through  the  utilization  of  local  public  and  private  agencies  where 
feasible  * * *”  In  this  regard  it  is  proposed  to  use  local  public  agencies,  the 
Federal  Housing  Administration,  the  Federal  National  Mortgage  Association, 
the  Small  Business  Administration,  and  private  lending  institutions,  to  assist  in 
the  evaluation  and  processing  of  loan  applications  and  in  the  servicing  of  loans. 
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Local  public  agencies  with  rehabilitation  projects  are  required  to  have  a staff 
of  specialists  to  work  with  property  owners  in  bringing  about  the  rehabilitation 
required  by  the  urban  renewal  plan.  This  staff  provides  extensive  advisory 
services  of  a financial  and  technical  nature,  including  assistance  in  determining 
the  work  needed,  estimating  the  cost  of  rehabilitation,  securing  adequate  contract 
services,  assistance  in  obtaining  FHA  or  other  financing,  and  in  inspecting  the 
work  done  for  conformity  with  plan  requirements.  Thus  the  local  public  agencies 
will  be  responsible  for  giving  counseling  and  guidance  to  property  owners  in  the 
urban  renewal  area,  and  for  assembling  the  detailed  information  necessary  for 
determinations  as  to  the  nature  and  cost  of  the  rehabilitation  work  to  be  done 
and  the  eligibility  of  the  property,  the  work  and  the  applicant. 

Local  rehabilitation  loan  offices  will  be  established  in  those  cities  which  have 
the  greatest  volume  of  rehabilitation  in  their  urban  renewal  projects,  under  the 
general  guidance  and  supervision  of  the  HHFA  regional  offices,  to  coordinate 
loan  operations  and  make  the  final  determinations  with  respect  to  approval  of 
these  loans. 

Residential  rehabilitation:  The  application  and  related  documents  will  be 
reviewed  in  the  local  rehabilitation  loan  office  to  determine  whether:  (1)  private 
funds  are  available  on  reasonable  terms  and  conditions;  and  (2)  the  applicant  is 
otherwise  eligible.  If  applicant  is  eligible  and  qualifies  for  an  FHA  220h  loan, 
the  application  will  be  referred  to  the  local  FHA  insuring  office.  Technical 
processing  of  otherwise  eligible  applications  for  residential  loans  will  be  conducted 
by  the  nearest  FHA  insuring  office. 

Loans  will  be  serviced  by  a private  mortgage  servicing  agent  of  FNMA. 
FNMA  will  provide  supervision  and  audit  of  the  servicing  agent  and  make  periodic 
reports  to  the  HHFA. 

Business  loans  will  be  processed  through  the  nearest  office  of  the  Small  Business 
Administration  for  technical  review  and  recommendation.  The  SBA  will  also 
handle  closing,  servicing,  and  liquidation  where  necessary  for  loans  on  non- 
residential  properties. 

The  nature  and  purposes  of  these  loans  typically  will  require  their  use  in  risk 
situations  that  are  marginal  to  current  FHA  (or  SBA)  and  conventional  loan 
operations  if  the  program  is  to  make  a major  contribution  to  community  con- 
servation and  rehabilitation.  The  provisions  of  the  act  evidence  the  interest  of 
Congress  that  it  be  administered  with  a sensitive  balance  between  concern  for 
the  protection  of  loan  funds  and  concern  for  the  accomplishment  of  project 
rehabilitation  goals. 

In  view  of  the  limited  amount  of  funds  authorized  for  the  program  and  in  order 
to  assure  fair  distribution,  the  initial  allocation  of  funds  will  be  based  on  the 
proportion  of  structures  ready  to  proceed  with  rehabilitation  in  each  region.  At 
least  50  percent  of  the  funds  available  will  be  used  for  owner-occupied,  single- 
family homes.  The  remainder  will  be  utilized  in  the  following  declining  order  or 
program  emphasis: 

1.  Owner-occupied  2-  to  4-unit  residential  properties; 

2.  Rental  housing  operated  by  nonoccupant  owners;  and 

3.  Nonresidential  properties. 

ADMINISTRATIVE  EXPENSES 

The  proposed  supplemental  appropriation  would  provide  $180,000  for  admin- 
istrative expenses  of  the  rehabilitation  loan  program  in  fiscal  year  1965.  This 
estimate  provides  for  a staff  of  43  employees  in  the  central  and  regional  offices  by 
June  30,  1965.  This  assumes  that  funds  are  available  in  the  fourth  quarter  of  the 
fiscal  year. 

SERVICES  UNDER  INTERAGENCY  AGREEMENTS 

As  indicated  in  the  discussion  of  the  budget  program  above,  significant  portions 
of  the  total  workload  involved  in  the  administration  of  the  rehabilitation  loan 
program  will  be  carried  out  by  the  local  staffs  of  the  Federal  Housing  Adminis- 
tration and  the  Small  Business  Administration.  Utilization  of  the  skilled  staffs 
of  these  two  Federal  agencies  will  provide  for  consistent  application  of  adminis- 
trative requirements  of  the  program  at  minimum  cost  by  those  agencies  which  are 
best  equipped  to  perform  the  service.  The  estimates  would  provide  the  following 
amounts  under  reimbursable  agreement  during  fiscal  year  1965: 


Federal  Housing  Administration $25,  000 

Small  Business  Administration 15,  000 

Total 40,  000 

44-864—65 18 
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DIRECT  STAFF 

The  balance  of  the  administrative  expense  estimate  provides  for  initial  staffing 
in  the  central  office,  HHFA  regional  offices,  and  local  rehabilitation  loan  offices. 

The  central  office  staff  will  provide  overall  program  direction  and  administra- 
tion, establishment  of  policies  and  procedures,  and  other  program  management 
duties.  A staff  of  seven  is  estimated  for  the  central  office  by  June  30,  1965, 
including  employees  in  the  Urban  Renewal  Administration  and  centralized  sup- 
porting services. 

The  estimates  contemplate  the  establishment  of  local  HHFA  rehabilitation  loan 
offices  close  to  the  public  to  be  served.  Under  this  supplemental  estimate,  at 
least  six  such  local  loan  offices  would  be  established  during  fiscal  year  1965  in  the 
six  major  regional  office  cities.  Each  local  loan  office  will  serve  the  immediate 
needs  of  the  city  in  which  it  is  located  and,  as  appropriate,  will  also  provide 
services  to  other  cities  within  a convenient  operating  area.  Local  rehabilitation 
loan  offices  will  be  small,  staffed  with  one  or  two  professional  employees  and 
necessary  clerical  assistance.  Employment  is  estimated  at  18  in  the  6 offices  by 
the  end  of  1965. 

Regional  office  staff,  to  provide  legal  and  technical  services,  advice,  and  assist- 
ance to  local  public  agencies,  and  supervision  and  support  of  the  local  rehabilita- 
tion loan  offices  will  require  18  additional  professional  and  clerical  employees  by 
June  30,  1965. 

The  summary  on  the  following  page  shows  the  employment  and  administrative 
expense  estimates  for  fiscal  year  1965. 

Summary  oj  employment  and  administartive  expenses 


Equivalent  of  full-time  employment,  year  end;  Estimate, 

Under  proposed  1965  supplemental  authorization:  1965 

Number 43 


Personnel  cost $110,  000 


Other  objects  of  expense: 

Travel  and  transportation  of  persons 1,  000 

Transportation  of  things 500 

Rent,  communications,  and  utilities 5,  500 

Printing  and  reproduction 1,  500 

Other  services 40,  500 

Supplies  and  materials 500 

Equipment 20,  500 


Subtotal,  other  objects 70,  000 


Total  obligations 180,  000 


Federal-State  Training  Programs 

SUMMARY  OF  BUDGET  REQUEST 

The  supplemental  budget  request  for  fiscal  year  1965  proposes  an  appropriation 
of  $5  million  for  grants  and  an  appropriation  and  limitation  of  $50,000  for  adminis- 
trative expenses  for  Federal-State  training  programs  as  authorized  by  title  VIII 
of  the  Housing  Act  of  1964. 

INTRODUCTION 

The  rapid  expansion  of  urban  centers  has  brought  special  problems  demanding 
the  talents  of  professionals  trained  in  city  planning,  urban  renewal,  housing, 
transportation,  area  development,  code  enforcement,  and  many  other  similar 
skills.  The  large-scale  demand  for  some  of  these  specialists  has  been  of  fairly 
recent  origin,  arising  with  the  increasing  complexity  of  metropolitan  government 
and  services. 

According  to  the  Municipal  Manpower  Commission  Report  of  1962,  local 
government’s  demand  for  professional  and  technical  staff  will  increase  by  40  per- 
cent between  1960  and  1970.  By  1980,  local  governments  will  have  to  recruit 
as  many  as  300,000  for  administrative,  professional,  and  technical  positions.  In  a 
survey  made  in  1962  the  American  Society  of  Planning  Officials  found  over  500 
unfilled  positions  for  urban  planners  alone.  A study  by  the  Municipal  Manpower 
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Commission  found  comparable  shortages  in  other  urban  specializations,  especially 
executive  positions  in  urban  programs.  Federal  aid  programs  for  urban  planning 
and  development  have  contributed  and  will  continue  to  contribute  to  a demand 
for  the  services  of  professional  and  technical  staff  in  all  of  the  various  fields  which 
serve  State  and  municipal  governments. 

The  training  of  professionals  to  meet  these  demands  has  lagged  far  behind  the 
need  for  their  services.  Title  VIII  of  the  Housing  Act  of  1964  enacted  two  new 
programs  of  Federal  aid  to  help  meet  this  need — the  Federal-State  training  pro- 
grams and  the  program  of  fellowships  for  city  planning  and  urban  studies.  The 
fellowship  program,  for  which  a description  and  request  for  supplemental  appro- 
priation are  presented  in  the  next  chapter  of  this  justification,  provides  fellowships 
for  graduate  training  of  city  planners  and  other  specialists  and  technicians  in 
housing  and  urban  development.  It  represents  an  effort  to  attract  more  young 
students  into  careers  in  the  field  in  urban  planning  and  development.  The 
Federal-State  training  program,  described  below,  is  directed  toward  further 
training  of  persons  who  have  already  chosen  careers  in  community  development. 

PROGRAM  DESCRIPTION 

This  is  a program  of  matching  grants  to  States  to  assist  them  in  developing 
special  training  programs  for  technical  and  professional  people  who  are,  or  are 
training  to  be,  employed  by  a governmental  or  public  body  which  has  responsibili- 
ties for  community  development.  These  grants  may  also  be  used  to  support 
State  and  local  research  into  community  development  problems.  The  program 
will  encourage  carrying  out  such  research  in  conjunction  with  and  as  a part  of  the 
State’s  training  program.  The  objective  is  to  stimulate  the  development  by 
States  of  combination  training-research  programs  which  will  provide  training  and 
retraining  through  the  study  of  real  problems  in  community  development. 

The  program  will  emphasize  in-service  or  midcareer  training  for  persons  em- 
ployed in  State  or  local  agencies  engaged  in  community  development  work,  with 
attention  being  given  also  to  training  of  persons  who  are  planning  to  enter  this 
field  of  endeavor.  In-service  or  midcareer  training  may  take  the  form  of  work- 
shops, summer  courses,  and  other  teaching  programs  which  will  be  made  available 
to  employees  of  public  bodies.  Training  eligible  for  assistance  may  include  train- 
ing of  persons  in  technical  or  professional  skills  in  any  of  the  fields  needed  for 
orderly  community  development,  including  urban  planning,  code  administration 
and  enforcement,  sanitary  engineering,  tax  assessment,  and  the  like. 

Participating  States  will  be  required  to  submit  a plan  for  a program  designed  to 
meet  the  particular  needs  of  that  State  for  increasing  manpower  capability  in  com- 
munity development  and  for  developing  new  or  improved  methods  of  dealing  with 
community  development  problems.  The  State  plan  must — 

(1)  Set  forth  the  proposed  use  of  the  requested  funds  and  the  objectives  to 
be  accomplished; 

(2)  Explain  the  method  by  which  matching  funds  will  be  provided; 

(3)  Provide  adequate  fiscal  control  and  fund  accounting  procedures- 

(4)  Designate  a State  officer  or  agency  to  administer  the  program-  and 

(5)  Provide  for  reports  containing  such  information  on  the  program  as  the 
Administrator  may  require. 

In  developing  and  carrying  out  these  plans.  States  will  work  with  local  govern- 
mental bodies,  public  and  private  colleges  and  universities,  and,  where  they  exist 
urban  studies  centers.  ’ 

DEVELOPMENT  OF  STATE  PROGRAMS 

Since  September  1964  when  the  Housing  Act  of  1964  was  enacted,  many 
States  have  indicated  a serious  interest  and  desire  to  participate  in  the  Federal- 
State  training  program  under  title  VIII  when  funds  become  available. 

California,  Illinois,  Missouri,  and  North  Carolina  have  designated  the  State 
agency  which  will  administer  the  program,  and  those  agencies  have  prepared 
preliminary  State  plans,  spelling  out  in  some  detail  the  specific  programs  for  which 
Federal  assistance  will  be  sought. 

Other  States  which  have  designated  an  agency  or  official  to  administer  the 
program  are  Michigan,  Minnesota,  Tennessee,  and  the  District  of  Columbia 
In  each  of  these  States,  and  in  Georgia,  Iowa,  Alary  land,  Nebraska,  and  Pennsyl- 
vania, State  officials  and  university  representatives  have  met  to  discuss  the 
program  and  initiate  preparations  for  participating  in  it.  In  addition,  the 
following  States  have  requested  information  concerning  requirements  for  partici- 
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pating  in  the  program:  Connecticut,  Kentucky,  Massachusetts,  Nebraska,  New 
York,  Ohio,  Oregon,  Rhode  Island,  Texas,  Washington,  and  Wisconsin. 

California 

Although  it  is  expected  that  each  State  will  take  its  own  individual  approach 
to  its  needs  and  program,  the  plans  under  development  in  California  may  be  taken 
as  illustrative. 

The  California  program  contemplates  meeting  three  classes  of  in-service 
training  needs  viewed  to  have  the  highest  priority  of  those  surveyed — 

(1)  Short,  intensive  training  programs  on  urban  development  problems 
for  persons  having  primary  responsibility  for  policy  decisions  regarding 
development ; 

(2)  Short-term  training  programs  and  part-time  continuing  course  work 
for  city  and  county  managers,  engineers,  city  and  regional  planners,  budget 
and  finance  officers,  and  others  who  carry  major  administrative  responsi- 
bility in  local  government;  and 

(3)  Similar  programs  for  training  technical  personnel  in  zoning,  building, 
and  housing  code  administration,  transportation  and  traffic  planning,  and 
urban  renewal  and  related  activities,  in  the  newest  methods  in  their  respective 
fields. 

These  in-service  training  requirements  will  be  met  in  a variety  of  ways,  including 
1-  to  3-day  institutes  offered  by  the  University  of  California  Extension  Division, 
the  State  college  system,  and  the  University  of  Southern  California  and  expansion 
of  extension  course  offerings  for  municipal  personnel  by  the  various  campuses  of 
these  three  institutions  to  include  special  courses  for  such  personnel  and  to  provid 
courses  in  the  several  parts  of  the  State.  Also,  the  Extension  Division  of  th^ 
University  of  California  wdll  establish  a full  program  of  6 courses  in  the  first  ye  p 
and  8 to  10  courses  in  later  years  for  city  planning  employees.  In  cooperation 
with  the  league  of  cities  and  the  count}^  supervisors  association,  the  university  and 
the  State  college  will  organize  a small  traveling  faculty  which  will  offer  short 
training  programs  in  urban  development  in  several  parts  of  the  State. 

Preservice  training  needs  will  be  met  by  expansions  in  college  and  university 
courses  in  fields  where  a shortage  of  skills  is  known  to  exist.  For  example,  the 
University  of  California  at  Los  Angeles  plans  to  open  a new  college  of  architecture 
and  urban  planning,  expected  to  begin  operations  in  the  fall  of  1965  with  a small 
full-time  faculty  and  to  offer  a new  2-year  graduate  program  in  urban  planning, 
as  well  as  engaging  in  the  development  of  new  materials  for  use  in  both  full-time 
and  extension  programs.  The  research  phase  of  the  program  is  planned  to  include 
a number  of  projects  conducted  at  different  institutions.  Illustratively,  the 
institute  of  transportation  and  traffic  engineering  and  the  institute  of  urban  and 
regional  development  propose  to  undertake  joint  studies  of  methods  for  fore- 
casting industrial  land  uses  in  metropolitan  areas. 

The  California  program  contemplates  initial  activities  headquartered  at  10 
different  institutions  in  9 cities,  with  extension  programs  in  more  than  a score  of 
other  communities.  The  program  is  being  developed  by  a broadly  representative 
committee  appointed  by  the  Governor,  including  representatives  of  public  and 
private  educational  institutions  as  well  as  various  levels  of  State  and  local  gov- 
ernment. Necessary  administrative  and  accounting  procedures  are  also  in 
preparation. 

North  Carolina 

As  a second  example,  the  tentative  North  Carolina  program  identifies  a need, 
based  on  a questionnaire  survey,  for  in-service  training  in  17  specialties  in  40 
municipalities  in  the  State.  Another  questionnaire  identified  the  State  and  local 
agencies  in  academic  institutions  in  the  State  which  could  participate  in  providing 
t&  needed  training.  The  preliminary  State  plan  reflects  the  needs  and  resources 
identified  in  these  surveys. 

Examples  of  the  kinds  of  programs  which  are  planned  to  be  initiated  include — 

Six  1-week  regional  in-service  training  seminars  for  sanitary  engineers  and 
sanitarians  to  be  conducted  by  the  State  board  of  health  at  three  locations 
in  the  State. 

Short  courses  for  professional  city  and  regional  planners  to  provide  intensive 
instruction  in  such  areas  as  techniques  of  transportation  planning,  uses  of 
data  processing  for  urban  planning,  methods  of  urban  analysis,  etc.,  to  be 
given  by  the  Department  of  City  and  Regional  Planning  of  the  University  of 
North  Carolina. 
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Five-day  training  sessions  for  code  inspectors,  to  be  established  by  the 
North  Carolina  League  of  Municipalities  with  instructors  drawn  from  college 
faculty,  State  enforcement  agencies,  etc. 

An  in-service  training  program  for  county  and  municipal  officials  in  the 
principles  and  techniques  of  public  records  management  to  be  given  by  the 
State  department  of  archives  and  history  in  cooperation  with  the  University 
of  North  Carolina  at  Raleigh. 

Short  courses  in  basic  urban  traffic  control  to  be  given  by  the  staff  of  the 
State  department  of  civil  engineering. 

Studies  of  the  content  and  administration  in  North  Carolina  cities  of 
housing  codes,  zoning  ordinances,  subdivision  regulations,  and  building  in- 
spection, with  the  objective  of  encouraging  localities  to  review  these  codes  and 
ordinances,  trim  them  to  their  essentials,  and  then  do  an  effective  Job  of 
administering  them. 

GRANTS  TO  STATES 

Thirteen  States  ^ appear  to  be  far  enough  advanced  in  planning  their  State 
programs  to  file  formal  applications  for  Federal  grants  during  fiscal  year  1965  if 
funds  are  appropriated.  From  preliminary  information  available  to  the  Agency, 
it  is  estimated  that  the  total  grants  applied  for  by  these  States  will  amount  to 
between  $7  and  $10  million.  The  proposed  supplemental  appropriation  of  $5 
million  will  meet  the  needs  of  those  States  whose  programs  can  be  reviewed  and 
processed  to  the  point  of  approval  during  the  balance  of  the  current  year. 

ADMINISTRATIVE  EXPENSES 

The  appropriation  and  limitation  of  $50,000  for  administrative  expenses  in  the 
fiscal  1965  supplemental  appropriation  is  based  on  a staff  of  10  to  initiate  and 
administer  this  program  during  the  balance  of  the  current  year:  a program 
director,  6 professional  and  technical  staff  members,  and  3 clerical  and  supporting 
positions. 

The  functions  to  be  performed  by  this  staff  will  include — 

(1)  Developing  policies  and  detailed  procedure  for  the  operation  of  the 
program,  including  application  and  contract  forms  and  instructions,  eligibility 
criteria,  and  the  like. 

(2)  Advising  States  on  Federal  requirements  for  participating  in  the 
program  and  providing  professional  and  technical  advice  on  the  development 
and  initiation  of  State  plans. 

(3)  Reviewing  applications  for  grants  and  accompanying  State  plans  for 
conformity  with  program  and  budgetary  requirements. 

(4)  Reviewing  State  programs  in  progress  to  assure  they  are  being  carried 
out  in  accordance  with  approved  State  plans  and  Federal  requirements. 

(5)  Evaluating  experience  under  State  programs  and  research  activities 
and  analyzing,  abstracting  and  preparing  for  distribution  material  of  value 
as  technical  assistance  to  States  and  units  of  local  government,  as  authorized 
by  the  act. 

The  summary  on  the  following  page  shows  the  employment  and  administrative 
expense  estimates  for  fiscal  year  1965. 

Summary  of  employment  and  administrative  expenses 


Equivalent  of  full-time  employment,  yearend:  Estimate, 

Under  proposed  1965  supplemental  authorization:  1S65 

Number 10 


Personnel  cost $39,  000 


Other  objects  of  expense: 

Travel  and  transportation  of  persons 2,  000 

Rent,  communications  and  utilities 1,  500 

Other  services 1,  500 

Supplies  and  materials 1,  000 

Equipment 5,  000 


Subtotal,  other  objects 11,  000 


Total  obligations 50,  000 


* California,  District  of  Columbia,  Georgia,  Illinois,  Iowa,  IMaryland,  Michigan,  Minnesota,  Missouri 
Nebraska,  North  Carolina,  Pennsylvania,  and  Tennessee. 
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Fellowships  for  City  Planning  and  Urban  Studies 

SUMMARY  OF  BUDGET  REQUEST 

The  supplemental  budget  request  for  fiscal  year  1965  proposes  an  appropriation 
of  $500,000  for  grants  and  an  appropriation  and  limitation  of  $15,000  for  adminis- 
trative expenses  to  provide  fellowships  for  city  planning  and  urban  studies  as 
authorized  by  title  VIII  of  the  Housing  Act  of  1964. 

INTRODUCTION 

As  indicated  in  the  introduction  to  the  preceding  chapter  on  the  Federal- 
State  training  programs,  the  supply  of  professional  and  technical  personnel  is 
lagging  far  behind  the  rapidly  expanding  needs  of  our  urban  centers. 

Title  VIII  of  the  Housing  Act  of  1964  enacted  two  new  programs  of  Federal 
aid  to  help  meet  these  needs:  the  Federal-State  training  programs  and  the 
program  of  fellowships  for  city  planning  and  urban  studies.  The  Federal-State 
training  program,  already  described,  is  directed  toward  assistance  to  State  pro- 
grams of  training  and  research  in  subjects  essential  to  orderly  community  develop- 
ment. The  program  of  fellowships  for  city  planning  and  urban  studies,  described 
below,  represents  an  effort  to  attract  more  young  students  into  careers  in  the 
field  of  urban  planning  and  development. 

ACTION,  the  nonprofit  organization  concerned  with  community  development, 
reported  in  a recent  study  “a  prime  need  to  establish  several  hundred  fellowships 
to  sustain  talented  graduate  students  in  urban  renewal  and  redevelopment, 
public  administration,  urban  transportation,  housing  and  land  economics,  and 
urban  sociology  (as  well  as  in  urban  planning  * * *).” 

University  officials  state  that  there  are  two  or  three  times  as  many  qualified 
applicants  in  urban  development  and  planning  as  can  be  supported  through 
existing  endowments.  Many  for  whom  financial  assistance  cannot  be  provided 
seek  out  other  opportunities  and  are  lost  to  the  growing  field  of  urban  planning 
and  development. 

There  are  now  35  schools  offering  graduate  degrees  in  city  planning,  and 
producing  between  200  and  300  planners  per  year.  It  is  estimated  that  they 
could  turn  out  twice  that  number  if  sufficient  financial  aid  to  students  were 
available.  Planning  schools  cannot  get  students  now  in  sufficient  numbers 
because  other  fields  offer  more  and  better  graduate  fellowships.  Three  universi- 
ties expect  to  launch  planning  programs  within  the  next  2 years. 

In  addition  to  the  emerging  national  interest  in  the  problems  of  urban  planning 
and  growth,  the  Federal  Government  has  a very  substantial  financial  stake  in 
the  competence  of  planning  and  administration  at  State  and  local  government 
levels.  The  prudent  expenditure  of  tremendous  sums  of  Federal  funds  depends 
first  and  most  importantly  on  the  training  and  ability  of  local  officials.  This 
consideration  is  not  limited  to  housing  and  urban  renewal,  but  applies  equally 
to  such  major  and  diverse  programs  as  highway  development,  airport  construction, 
urban  mass  transit,  air  and  water  pollution  control,  and  many  others.  Federal 
interests,  therefore,  will  be  directly  served  by  a program  to  encourage  talented 
students  in  institutions  of  higher  education  to  choose  and  prepare  themselves  for 
careers  in  the  various  skills  essential  in  urban  planning  and  urban  development 
activities  at  the  State  and  local  level. 

PROGRAM  DESCRIPTION 

The  fellowships  awarded  under  this  program  will  be  for  graduate  study  for 
careers  in  city  and  regional  planning,  housing,  urban  renewal,  and  community 
development.  Applications  will  be  accepted  for  training  in  public  or  private 
nonprofit  institutions  of  higher  education  having  programs  of  graduate  study  in 
the  field  of  city  planning  or  in  related  fields,  including  architecture,  civil  engineer- 
ing, economics,  municipal  finance,  public  administration,  and  sociology. 

Applicants  will  apply  to  the  school  of  their  choice,  and  accredited  institutions 
will  submit  a limited  number  of  applicantions  to  HHFA.  Students  will  not 
apply  directly  to  HHFA;  applications  will  undergo  a preliminary  review  by  the 
school  to  which  application  was  made. 

Persons  will  be  selected  for  fellowships  solely  on  the  basis  of  ability,  and  upon 
the  recommendation  of  the  Urban  Studies  Fellowship  Advisory  Board  which  is 
required  to  be  established  by  the  authorizing  law.  The  Board,  to  be  appointed 
by  the  Housing  and  Home  Finance  Administrator,  will  consist  of  three  persons 
from  public  institutions  of  higher  learning,  and  three  from  private  nonprofit 
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institutions,  who  are  the  heads  of  departments  which  provide  academic  courses 
appropriately  related  to  the  fields  in  which  fellowships  will  be  awarded;  and 
three  persons  from  national  organizations  which  are  directly  concerned  with 
problems  relating  to  urban,  regional,  and  community  development. 

It  is  expected  that  each  fellowship  award  will  be  for  $3,000  and  will  be  renew- 
able for  a second  year. 

FELLOWSHIP  GRANTS 

Section  810  of  the  Housing  Act  of  1964  authorizes  annual  appropriations  of 
$500,000  for  a 3-year  period  starting  July  1,  1964. 

The  $500,000  supplemental  appropriation  requested  for  fiscal  1965  will  support 
80  to  85  renewable  fellowships  of  $3,000  each. 


ADMINISTRATIVE  EXPENSES 

The  appropriation  and  limitation  of  $15,000  for  administrative  expenses  in 
the  fiscal  year  1965  supplemental  appropriation  would  provide  a staff  of  three 
emplojmes  to  institute  and  administer  this  program  during  the  balance  of  the 
current  year.  This  staff  would  be  employed  in  program  policy  and  procedural 
steps,  informational  activities,  receipt  and  analysis  of  proposals,  and  the  making  of 
fellowship  grants  as  provided  by  the  statute.  The  requested  appropriation 
would  also  cover  the  expenses  of  the  Urban  Studies  Advisory  Board  authorized  in 
section  810(b)  of  the  act. 

The  table  on  the  following  page  shows  the  employment  and  administrative 
estimates  for  fiscal  year  1965. 

Summanj  of  employment  and  administrative  expenses 


Equivalent  of  full-time  employment,  yearend:  Estimate 

Under  proposed  1965  supplemental  authorization: 

Number 3 


Personnel  cost $12,  000 


Other  objects  of  expense: 

Travel  and  transportation  of  persons 1,  000 

Rent,  communications,  and  utilities 500 

Other  services 500 

Supplies  and  materials 500 

Equipment 500 


Subtotal,  other  objects 3,  000 

Total  obligations 15,  000 


Thursday,  March  11,  1965. 

Funds  Appropriated  to  the  President 

ALASKA  MORTGAGE  INDEMNITY  GRANTS 

Mr.  Thomas.  You  have  had  transferred  to  you  by  the  Housing  and 
Home  Finance  Agency  the  Alaska  mortgage  indemnity  grants  propo- 
sition. [Reading.] 

“The  1964  amendments  to  the  Alaska  Omnibus  Act  authorized  the 
President  to  make  additional  grants  to  the  State  of  Alaska  to  match, 
on  a 50-50  basis,  funds  provided  by  the  State  to  retire  or  adjust 
mortgages  on  homes  destroyed  or  severely  damaged  by  the  March 
1964  earthquake.” 

Without  objection,  Mr.  Baughman’s  statement  and  the  justification 
will  be  made  a part  of  the  record  at  this  point. 

(The  material  follows ;) 
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Statement  of  J.  Stanley  Baughman,  President,  Federal  National 
Mortgage  Association 

Mr.  Chairman  and  members  of  the  committee,  I appreciate  this  opportunity  to 
discuss  with  you  the  need  for  an  appropriation  to  provide  the  funds  required  to 
meet  the  obligations  of  the  Federal  Government  as  set  forth  in  the  Alaska 
mortgage  indemnity  grants  program  authorized  by  section  57  of  the  1964  amend- 
ments to  the  Alaska  Omnibus  Act. 

I should  indicate  for  the  record  that  House  Document  80  provides  for  an  appro- 
priation to  the  President,  as  provided  in  the  legislation.  I am  appearing  in  support 
of  this  budget  request  because  the  authority  of  the  President  to  make  these 
^ants  has  been  delegated  to  the  Housing  and  Home  Finance  Administrator,  who 
in  turn  has  assigned  operating  responsibility  to  me  as  President  of  the  Federal 
National  Mortgage  Association. 

The  Alaska  mortgage  indemnity  grants  program,  among  other  special  measures 
covered  by  the  act,  was  authorized  to  assist  the  State  of  Alaska  in  its  efforts  to 
provide  for  reconstruction  of  areas  in  which  extensive  property  loss  and  damage 
resulted  from  the  earthquake  of  March  27,  1964,  and  subsequent  seismic  waves. 
The  program  is  specifically  designed  to  assist  families  who  suffered  substantial 
damage  or  loss  to  their  homes  as  a consequence  of  that  disaster  to  recover  from 
such  losses  through  adjustment  of  their  home  indebtedness. 

The  legislative  history  suggests  that  the  cases  which  would  qualify  for  adjust- 
ment will  total  approximately  $11  million.  Accordingly,  the  President  was 
authorized  to  make  grants  to  the  State  of  Alaska  in  an  amount  not  to  exceed  $5.5 
million  to  match,  on  a 50-50  basis,  funds  provided  by  the  State.  Assistance  will 
be  limited  to  those  situations  in  which  (1)  the  damages  to  a property  amounted  to 
60  percent  or  more  of  its  preearthquake  value;  and  (2)  the  mortgagor  absorbs  the 
damage  loss  to  the  extent  of  his  equity  in  the  property  and  agrees  to  pay  at  least 
$1,000  on  the  outstanding  mortgage  balance.  The  maximum  amount  that  can 
be  paid  to  retire  or  adjust  mortgage  obligations  on  a single  property  may  not 
exceed  $30,000. 

On  September  7,  1964,  the  State  of  Alaska  enacted  legislation  to  assure  that 
$5.5  million  in  State  funds  would  be  available  to  qualify  for  Federal  matching 
grants  under  this  program.  Pending  appropriation  of  the  matching  funds  by  the 
Congress,  a plan  for  the  implementation  of  section  57  of  the  act  has  been  com- 
pleted and  approved  by  the  Administrator;  application  and  claim  settlement 
forms  have  been  designed;  and  the  State  of  Alaska  is  in  process  of  drafting  ap- 
propriate regulations  to  effectuate  the  provisions  of  the  program.  The  Alaska 
Department  of  Commerce  which  has  been  designated  as  the  State  agency  respon- 
sible for  administering  the  program,  will  invite  all  qualified  applicants  entitled  to 
consideration  under  the  act  to  prepare  and  submit  applications  for  assistance 
before  July  1,  1965,  and  will  promptly  review  such  requests.  These  actions  will 
be  accomplished  as  quickly  as  feasible  in  order  to  permit  the  timely  settlement  of 
all  cases  eligible  for  assistance.  It  is  estimated  that  the  State  will  receive  upwards 
of  550  applications  requiring  an  average  adjustment  of  $20,000  per  case,  necessitat- 
ing aggregate  expenditures  of  $11  million. 

Although  no  portion  of  the  $5.5  million  of  Federal  matching  grants  will  be 
expended  until  fiscal  year  1966,  the  appropriation  thereof  is  requested  in  fiscal 
year  1965  in  order  that  the  funds  will  be  available  at  an  early  date  for  obligation 
to  the  State  of  Alaska.  The  State,  in  turn,  will  then  be  in  a position  to  accelerate 
the  processing  of  pending  applications  and  to  effect  their  consummation  with 
maximum  dispatch. 

Thank  you. 

Alaska  Mortgage  Indemnity  Grants 
justification  of  supplemental  appropriations  fiscal  year  1965 
(Excerpt  from  H.  Doc.  80,  89th  Cong.,  1st  sess.,  Feb.  8,  1965) 

‘‘Funds  Appropriated  to  the  President 

“ALASKA  MORTGAGE  INDEMNITY  GRANTS 

“For  matching  grants  to  the  State  of  Alaska  as  authorized  by  section  67  of  the 
Alaska  Omnibus  Act,  as  amended  (J8  Stat.  507),  $5,500,000,  to  remain  available 
until  June  SO,  1967.” 

“The  1964  amendments  to  the  Alaska  Omnibus  Act  (Public  Law  88-451, 
approved  August  19,  1964)  authorized  the  President  to  make  additional  grants 
to  the  State  of  Alaska  to  match,  on  a 50-50  basis,  funds  provided  by  the  State  to 
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retire  or  adjust  mortgages  on  homes  destroyed  or  severely  damaged  by  the  March 
1964  earthquake,  in  accordance  with  a plan  submitted  to  and  approved  by  the 
President.  The  requested  appropriation  is  for  the  total  amount  of  $5.5  million 
authorized  by  the  act.” 

Justification 

INTRODUCTION 

Under  the  terms  of  Executive  Order  11184,  dated  October  13,  1964,  the  functions 
and  powers  vested  in  the  President  by  section  57  of  the  Alaska  Omnibus  Act 
were  delegated  to  the  Housing  and  Home  Finance  Administrator.  The  Adminis- 
trator has  assigned  operating  responsibility  to  the  President  of  the  Federal 
National  Mortgage  Association. 

PURPOSE  OP  THE  PROGRAM 

The  1964  Amendments  to  the  Alaska  Omnibus  Act  recognized  that  the  State  of 
Alaska  had  experienced  extensive  property  loss  and  damage  as  a result  of  the 
earthquake  of  March  27,  1964,  and  subsequent  seismic  waves.  The  home  mort- 
gage indemnity  grant  program  was  one  of  the  several  special  measures  in  the  act 
to  aid  and  accelerate  the  State’s  efforts  in  providing  for  recovery  and  reconstruc- 
tion. 

According  to  the  legislative  history,  the  indemnity  grants  are  for  the  retirement 
or  adjustment  of  outstanding  mortgage  obligations  on  homes  accommodating  from 
one  to  four  families,  whether  Government  insured  or  guaranteed  or  not.  The 
Legislative  history  also  suggests  restriction  of  this  special  assistance  to  mortgages 
covering  properties  on  which  the  physical  damage  suffered  amounted  to  60  percent 
or  more  of  the  preearthquake  value  of  the  properties. 

STATUTORY  REQUIREMENTS 

Section  57  of  the  Alaska  Omnibus  Act  sets  forth  certain  statutory  provisions  for 
administration  of  the  program.  In  order  to  be  approved,  a State  application  for 
a grant  must — 

1.  Be  in  accordance  with  a plan  submitted  by  the  State,  to  be  approved  by 
the  Administrator  (on  behalf  of  the  President),  for  the  implementation  of  the 
purpose  of  this  section; 

2.  Designate  the  State  agency  for  retiring  or  adjusting  said  mortgage 
obligations; 

3.  Provide  that  the  mortgagor  shall  be  required  to  absorb  the  damage  loss 
to  the  entire  extent  of  his  equity  interest  in  the  property  and  also  agree  to 
pay  at  least  $1,000  of  the  outstanding  mortgage  balance; 

4.  Provide  that  no  payments  for  retiring  or  adjusting  mortgage  obligations 
on  a single  property  shall  exceed  $30,000; 

5.  Provide  regulations  to  assure  equitable  treatment  among  home  owners 
and  to  prevent  unjustified  payments  or  gains  to  the  State,  mortgagees  or 
mortgagors;  and 

6.  Provide  that  the  State  agency  will  make  such  reports,  in  such  form  and 
containing  such  information  as  the  President  may  from  time  to  time  require 
and  give  the  President,  upon  demand,  access  to  the  records  on  which  such 
reports  are  based. 

ACTIVITY  TO  DATE 

Pending  the  appropriation  of  the  required  Federal  funds,  activity  under  this 
program  has  been  concerned  primarily  with  the  formulation  and  adoption  of  a 
plan  as  provided  by  the  act  and  the  preparation  of  appropriate  forms  and  regu- 
lations to  implement  the  program.  The  required  plan  has  been  completed  and 
was  approved  on  February  18,  1965,  by  the  Administrator.  Application  and 
claim  settlement  forms  have  been  designed.  The  State  of  Alaska  has  designated 
the  State  department  of  commerce  as  the  agency  to  administer  the  program.  It 
has  also  made  arrangements  for  the  availability  of  $5,500,000  in  State  funds 
necessary  to  obtain  the  Federal  matching  funds  and  is  drafting  appropriate  regu- 
lations to  effectuate  the  provisions  of  the  program. 

It  is  anticipated  that  program  operations  (acceptance  of  applications  for  assist- 
ance) will  be  initiated  prior  to  July  1,  1965,  and  will  be  terminated  upon  comple- 
tion— anticipated  not  later  than  June  30,  1966.  The  approved  plan  provides 
that  upon  completion  of  the  program,  any  unused  funds  shall  be  distributed  to 
the^  Federal  Government  and  to  the  State  of  Alaska  in  the  same  proportion  as 
their  respective  payments  into  the  revolving  fund  established  for  this  purpose. 


278 


BUDGETARY  EFFECT 

Payment  of  grants  to  the  State  of  Alaska  to  carry  out  the  purpose  of  the  pro- 
gram will  constitute  budgetary  expenditures.  It  is  estimated  that  the  amount 
of  $5,500,000  requested  herein  will  be  obligated  to  the  State  in  fiscal  1965  and  will 
be  expended  in  fiscal  1966. 

PRECEDENT  FOR  PROGRAM 

Mr.  Thomas.  This  is  the  first  time  we  have  ever  had  this  procedure, 
is  it  not? 

Mr.  Baughman.  We  looked  it  up  and  we  cannot  find  any  record 
of  it. 

Mr.  Thomas.  I recall  8 or  10  years  ago  when  Texas  City  blew  up 
and  a lot  of  people  were  killed.  The  Federal  Government  did  not 
give  them  a quarter. 

Mr.  Baughman.  We  gave  them  forbearance. 

Mr.  Thomas.  You  want  $5  million  here  and  you  have  no  idea  when 
you  are  going  to  get  to  spend  it. 

Mr.  Baughman.  $5,500,000. 

Mr.  Thomas.  $500,000  is  for  administrative  expenses. 

Mr.  Baughman.  I would  like  to  say  a word  about  this:  We  have 
been  working  very  diligently  on  this  in  an  effort  to  do  something 
about  it.  If  we  had  some  activity  or  some  action  on  this,  we  could 
go  ahead. 

Mr.  Thomas.  It  will  not  be  ready  for  another  6 months,  will  it? 

Mr.  Baughman.  Yes,  sir;  because  we  have  a plan  that  has  been 
approved  by  both  the  Governor  of  Alaska  and  the  Administrator. 
We  also  have  an  application  form  drawn  up.  We  are  now  working 
on  the  regulations. 

AVAILABILITY  OF  RELIEF 

Mr.  Thomas.  What  is  the  limitation  for  home  and  business? 

Mr.  Baughman.  We  are  not  going  to  take  care  of  any  business, 
nothing  but  residential. 

Mr.  Thomas.  $30,000? 

Mr.  Baughman.  $30,000  is  the  maximum  we  can  adjust  the 
mortgage.  That  is  all  we  are  doing,  adjusting  the  debt. 

Mr.  Thomas.  Plus  $1,000? 

Mr.  Baughman.  Plus  $1,000. 

Mr.  Thomas.  If  a man  had  his  home  destroyed  and  he  had  it  all 
paid  for 

Mr.  Baughman.  He  gets  nothing. 

Mr.  Thomas.  If  he  owes  a little  or  nothing,  he  gets  nothing? 

Mr.  Baughman.  That  is  correct. 

Mr.  Frantz.  There  are  no  FNMA  administrative  expense  funds 
in  this  appropriation,  Mr.  Chairman,  Fannie  Mae  is  absorbing  the 
cost. 

Mr.  Thomas.  The  $5,500,000  is  grant  money,  is  it  not? 

Mr.  Frantz.  Yes. 

Mr.  Thomas.  I have  a date  here  of  July  1,  1965,  through  June 
1966.  You  won’t  get  around  to  that  by  June  any  more  than  the  man 
in  the  moon. 

Mr.  Baughman.  If  you  move  along,  Mr.  Chairman,  with  the 
request,  we  may  get  going  on  it. 
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STATE  OF  ALASKA  CONTRIBUTION 

Mr.  Thomas.  You  are  looking  for  $5.5  million,  and  the  total  cost 
is  $11  million,  so  you  will  have  to  be  back. 

Mr.  Baughman.  No.  Alaska  puts  up  the  other  $5,500,000.  It  is 
a matching  grant. 

Mr.  Thomas.  This  is  the  total  bill  to  the  Federal  Government? 

Mr.  Baughman.  That  is  correct.  They  put  up  $5,500,000  and 
the  Federal  Government  puts  up  $5,500,000. 

PRECEDENT  FOR  PROGRAM 

Mr.  Thomas.  You  looked  up  the  record,  and  this  is  the  first  case  of 
precedence? 

Mr.  Baughman.  That  is  correct. 

Mr.  Thomas.  It  has  never  been  done  before.  There  have  been  a 
lot  of  other  disasters  where  a lot  of  people  were  killed  and  the  Federal 
Government  did  not  put  up  5 cents.  This  does  not  cover  loss  of 
life  or  limb,  just  an  adjustment  of  the  mortgage? 

Mr.  Baughman.  An  adjustment  of  the  debt. 

NATURE  OF  RELIEF 

Mr.  Thomas.  If  there  is  no  mortgage  on  the  house  and  the  house  is 
completely  torn  down,  the  poor  fellow  gets  zero? 

Mr.  Baughman.  Correct. 

Mr.  Jonas.  If  the  house  is  completely  torn  down,  do  you  eliminate 
what  is  owed  on  it  altogether? 

Mr.  Baughman.  There  is  no  equity  coming  back  to  anybody  on 
these  things.  All  you  do  is  adjust  the  debt.  The  whole  purpose  is 
to  relieve  the  people  of  the  debt  incurred  in  connection  with  the 
property  destroyed.  It  has  to  be  over  60  percent  destroyed  or  it  is 
not  eligible  under  the  program. 

Mr.  Jonas.  It  would  be  eligible  if  above  60  percent? 

Mr.  Baughman.  That  is  all.  Anything  below  60  percent,  no  relief 
at  all. 

Mr.  Minshall.  Who  determines  whether  it  is  60  percent  destroyed? 

Mr.  Baughman.  The  formula  is  you  have  a preearthquake  value, 
and  then  we  are  going  to  have  a cost  of  restoration  which  they  will 
have  to  substantiate,  and  that  gives  you  the  figiue. 

Mr.  Thomas.  In  other  words,  you  do  it? 

Mr.  Baughman.  The  Alaska  people  do  it.  The  Administrator  is 
asking  us  to  supervise  it. 

Air.  Thomas.  In  other  words,  it  is  your  decision. 

It  is  nice  having  you.  Come  back  and  see  us. 

Mr.  Baughman.  Thank  you,  sir. 
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- Wednesday,  March  17,  1965. 
Urban  Renewal  Administration 

URBAN  RENEWAL  FUND  (LIQUIDATION  OF  CONTRACT  AUTHORIZATION) 

Mr.  Thomas.  A supplemental  estimate  for  urban  renewal  has  been 
forwarded  to  the  committee  for  consideration.  It  is  the  amount  of 
$30  million  and  is  contained  in  House  Document  119. 

We  shall  insert  the  justification  in  the  record. 

(The  material  follows:) 

Justification  for  Capital  Grant  Supplemental  Appropriation 

The  Urban  Renewal  Administration’s  estimate  of  grant  disbursements  for  the 
current  fiscal  year  is  $280  million — a substantial  increase  over  the  $209.2  million 
used  for  this  purpose  during  fiscal  year  1964.  Currently  available  appropriations 
will  permit  an  expenditure  level  during  fiscal  year  1965  of  $252.5  million.  A 
supplemental  appropriation  of  $30  million  will  be  required  to  permit  expenditures 
of  $280  million  (after  allowing  for  a $2.5  million  carryover  into  fiscal  year  1966). 
The  $30  million  supplemental  request  has,  of  course,  been  included  in  the  Presi- 
dent’s latest  budget. 

This  appropriation  is  used  to  pay  capital  grant  payments  for  title  I urban 
renewal  projects,  relocation  grants,  demonstration  grants  under  section  314  of 
the  Housing  Act  of  1954,  and  community  renewal  grants.  In  addition,  funds 
may  be  used  to  reimburse  the  urban  renewal  loan  fund  for  planning  advances 
deemed  uncollectible.  Without  the  requested  supplemental  appropriation,  the 
Agency  expects  to  run  out  of  disbursing  cash  a month  or  more  before  the  end  of 
the  current  fiscal  year. 

During  the  first  7 months  of  the  year,  disbursements  amounted  to  $149.7 
million.  Preliminary  figures  for  the  month  of  February  indicate  disbursements 
for  the  month  of  approximately  $30  million.  Thus,  the  average  monthly  dis- 
bursement for  the  first  8 months  was  $22.5  million.  The  Agency  is  assuming 
disbursements  of  $100  million  for  the  last  4 months  of  the  year  in  arriving  at  the 
full-year  estimate  of  $280  million.  This  is  most  reasonable  in  view  of  the  fact 
that  disbursements  in  the  last  few  months  of  the  year  have  invariably  been 
heavier  than  in  the  early  months  of  the  year.  Further,  we  expect  disbursement 
demand  from  two  additional  sources  before  the  end  of  the  year:  reimbursement 
to  communities  for  relocation  adjustment  payment  authorized  by  the  Housing 
Act  of  1964,  and  payments  to  Alaskan  communities  arising  from  grant  contracts 
entered  into  pursuant  to  the  emergency  relief  legislation  enacted  last  year. 
Note,  if  the  supplemental  is  not  enacted,  average  disbursements  for  each  of  the 
last  4 months  will  be  only  $18  million.  Such  a dropoff  is  inconsistent  with 
trends  and  disbursement  patterns  developed  over  the  past  7 years. 

Proposed  appropriation  language 

“urban  renewal  fund  (LIQUIDATION  OF  CONTRACT  AUTHORIZATION) 

“For  an  additional  amount  for  “Urban  renewal  fund  (liquidation  of  contract 
authorization)”,  $30,000,000.” 
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Urban  Renewal  Fund  (Liquidation  of  Contract  Authorization) 
Schedule  on  supplemental  appropriations  and  revised  estimates 
[In  thousands] 


1.  Present  appropriation  or  estimate $200,  000 

2.  Additional  amounts  available +52,  529 


3.  Total  amount  available 252,  529 


4.  Apportionment  (on  annual  basis) 252,  529 

5.  Total  apportionment  and  reserves 252,  529 


6.  Disbursements: 

1st  quarter  (actual) 59,  324 

2d  quarter  (actual) 73,  099 

3d  quarter  (estimated) 70,  577 

4th  quarter  (estimated) 77,  000 


7.  Total  actual  and  estimated  obligations 280,  000 

8.  Less  total  amount  available 252,  529 


9.  Estimated  supplemental  required  (rounded) 30,  000 

10.  Estimated  supplemental  included  in  latest  budget 30,  000 

11.  Dated  needed: 

For  obligation,  June  1,  1965. 

For  expenditure,  June  1,  1965. 

12.  Estimated  expenditures  from  supplemental:  In  budget 

In  current  fiscal  year $27,  471 

In  next  fiscal  year 2,  529 

After  next  fiscal  year 


Total 30,  000 


13.  Actual  disbursements  last  3 months: 

November 16,  195 

December 17,  030 

January 17,  252 


Public  Housing  Administration 

ANNUAL  CONTRIBUTIONS 
Program  and  financing 


[In  thousands  of  dollars] 


Presently 
available, 
fiscal  year 
1965 

Revised 
estimate, 
fiscal  year 
1965 

Increase 

Program  by  activities: 

10  Annual  contributions  (cost-obligations)  

200, 000 
200,  000 

213, 000 
213,  000 

13,  000 
13,  000 

Financing: 

40  New  obhgational  authority 

Object  Classification: 

41.0  Grants,  subsidies,  and  contributions 

200, 000 

213,  000 

13, 000 

Mr.  Thomas.  We  also  have  a supplemental  request  contained  in 
House  Document  119  for  $13  million  for  the  low  rent  pubhc  housing 
program. 

We  shall  insert  the  justification  in  the  record. 

(The  material  follows:) 
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Annual  Contributions  (Low-Rent  Public  Housing  Program),  Fiscal 

Year  1965 

An  additional  amount  of  $13  million  is  required  by  the  Public  Housing  Admin- 
istration to  meet  fiscal  year  1965  obligations  for  annual  contributions. 

These  contributions  are  made  to  local  housing  authorities  under  the  authori- 
zation contained  in  the  U.S.  Housing  Act  of  1937,  as  amended,  and  in  accordance 
with  contracts  between  the  local  housing  authorities  and  the  Public  Housing 
Administration.  In  each  case,  the  liability  of  the  Federal  Government  is  incurred 
for  a fixed  period  of  years  upon  execution  of  the  contract,  which  provides  for  the 
payment  of  annual  contributions  in  amounts  sufficient  to  meet  interest  and 
amortization  requirements  of  bonds  or  other  obligations  issued  to  finance  the 
development  cost  of  the  project,  less  any  excess  of  project  receipts  over  operating 
expenses. 

The  Independent  Offices  Appropriation  Act,  1965,  appropriated  $200  million 
for  this  purpose,  based  on  an  estimate  of  $214  million  prepared  by  the  Public 
Housing  Administration.  This  estimate  was  prepared  in  September  of  1963. 
The  present  estimate  is  $213  million. 

Estimates  of  annual  contributions  requirements  for  any  given  fiscal  year 
change  periodically  as  the  source  documents  on  which  they  are  based  are  updated 
in  the  light  of  actual  experience.  The  principal  factors  causing  these  changes  are 
(1)  changes  in  estimated  development  progress  which  cause  projects  to  become 
eligible  for  their  first  contributions  in  an  earlier  or  later  year  than  originally 
estimated  and  (2)  changes  in  the  amounts  available  to  reduce  contributions. 

The  revised  estimate  of  $213  million  for  fiscal  1965  is  a decrease  of  $1  million 
from  the  original  estimate.  The  present  figure  is  based  on — 

1.  A contract-by-contract  compilation  of  the  actual  obligations  incurred 
through  February  1965; 

2.  Actual  obligations  incurred  during  the  period  March  through  June  1964 
for  those  units  that  received  contributions  in  1964  and  are  eligible  to  receive 
contributions  during  the  same  period  in  1965;  and 

3.  New  units  financed  and  eligible  for  first  contributions  during  this  same 
period. 

‘'HOUSING  AND  HOME  FINANCE  AGENCY 
“Public  Housing  Administration 
“annual  contributions 

“For  an  additional  amount  fiscal  year  1965,  for  ‘Annual  contributions’, 
$13,000,000.” 
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Public  Housing  Administration  Annual  Contributions 
Schedule  on  supplemental  appropriations  and  revised  estimates 
[In  thousands] 

1.  Present  appropriation $200,  000 

2.  Additional  amounts  available 

3.  Total  amount  available 200,  000 


4.  Apportionments: 

1st  quarter 0) 

2d  quarter (^) 

3d  quarter (0 

4th  quarter (^) 

Budgetary  reserves (0 


5.  Total  apportionments  and  reserves 200,  000 


6.  Obligations: 

1st  quarter  (actual) 42,  228 

2d  quarter  (actual) 65,  362 

3d  quarter  (estimate) 43,  350 

4th  quarter  (estimate) 62,  060 


7.  Total  actual  and  estimated  obligations 213,  000 

8.  Less  total  amount  available 200,  000 


9.  Estimated  supplemental  required 13,  000 

10.  Estimated  supplemental  included  in  latest  budget 14,  000 


11.  Date  needed: 

For  obligation,  June  15,  1965. 

For  expenditure,  June  15,  1965,  and  Dec.  15,  1965. 

12.  Estimated  expenditures  from  supplemental: 

In  budget  Revised 

In  current  fiscal  year $9,  100  $8,  320 

In  next  fiscal  year 4,  900  4,  680 

After  next  fiscal  jmar 


Total 14,  000  13,  000 


13.  Actual  obligations  last  3 months: 

December 15,  531 

January 25,  272 

February 10,  404 

1 Annual  basis. 
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Wednesday,  March  17,  1965. 

VETERANS’  ADMINISTRATION 

WITNESSES 

W.  J.  DRIVER,  ADMINISTRATOR 

C.  F.  BRICKFIELD,  DEPUTY  ADMINISTRATOR 

A.  H.  MONK,  ASSOCIATE  DEPUTY  ADMINISTRATOR 

A.  T.  McANSH,  ASSISTANT  DEPUTY  ADMINISTRATOR 
J.  D.  SHYTLE,  CONTROLLER 

V.  P.  MILLER,  DIRECTOR,  BUDGET  SERVICE 

B.  E.  TURNER,  ASSISTANT  ADMINISTRATOR  FOR  MANAGEMENT 
AND  EVALUATION 

E.  J.  GORMAN,  MANAGER,  ADMINISTRATIVE  SERVICES 

W.  O.  UNDERWOOD,  ASSISTANT  ADMINISTRATOR  FOR  PERSONNEL 
R.  C.  FABLE,  JR.,  GENERAL  COUNSEL 

J.  W.  STANCIL,  CHAIRMAN,  BOARD  OF  VETERANS  APPEALS 

F.  R.  HOOD,  DIRECTOR,  INFORMATION  SERVICE 

C.  C.  COOK,  DIRECTOR,  SUPPLY  MANAGEMENT  SERVICE 

DEPARTMENT  OF  MEDICINE  AND  SURGERY 

DR.  J.  H.  McNINCH,  CHIEF  MEDICAL  DIRECTOR 
DR.  M.  J.  MUSSER,  DEPUTY  CHIEF  MEDICAL  DIRECTOR 
DR.  L.  A.  ZINK,  ASSOCIATE  DEPUTY  CHIEF  MEDICAL  DIRECTOR 
DR.  A.  J.  KLIPPEN,  CONTROLLER,  DEPARTMENT  OF  MEDICINE  AND 
SURGERY 

R.  W.  WISE,  DIRECTOR,  BUDGET  SERVICE,  DEPARTMENT  OF  ME- 
DICINE AND  SURGERY 

DEPARTMENT  OF  VETERANS  BENEFITS 

A.  W.  STRATTON,  CHIEF  BENEFITS  DIRECTOR 
A.  W.  FARMER,  DEPUTY  CHIEF  BENEFITS  DIRECTOR 
J,  C.  PECKARSKY,  DIRECTOR,  COMPENSATION,  PENSION,  AND 
EDUCATION  SERVICE 

E.  R.  SILBERMAN,  CONTROLLER,  DEPARTMENT  OF  VETERANS 
BENEFITS 

J.  M.  DERVAN,  DIRECTOR,  LOAN  GUARANTEE  SERVICE 
E.  A.  ECHOLS,  ACTING  DEPUTY  DIRECTOR,  LOAN  GUARANTEE 
SERVICE 

Mr.  Thomas.  Let  us  take  a look  at  the  supplemental  estimates  of 
the  Veterans’  Administration. 

For  ‘‘General  operating  expenses”  you  are  asking  for  $7,745,000; 
for  “Medical  administration  and  miscellaneous  operating  expenses,” 
$696,000;  for  “Medical  and  prosthetic  research,”  $783,000;  for 
“Medical  care,”  $38,474,000,  including  wage  boards  for  $7,500,000. 

These  wage  board  boys  are  pretty  regular ; are  they  not?  How  often 
do  you  go  to  them,  every  year  or  every  6 months? 

Mr.  Monk.  Every  year. 

Mr.  Thomas.  You  are  looking  for  money  to  take  you  up  to  the  end 
of  June,  so  you  are  always  at  least  3 or  4 months  behind? 
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Mr.  Monk.  More  than  that. 

Mr.  Shytle.  In  1966  we  have  already  a deficit. 

Mr.  Thomas.  We  do  not  like  that  word  “deficit.’’  Then  for  “Com- 
pensation and  pensions”  you  want  $108  million;  for  “Readjustment 
benefits,”  $8,800,000;  and  “Grants  to  the  Republic  of  the  Philip- 
pines,” $76,000.  These  are  all  veteran  benefits  and  pay  act  costs. 
And  the  vast  number  of  your  employees  are  veterans. 

You  have  total  increases,  all  to  the  benefit  of  veterans,  in  the  amount 
of  $164,574,000  in  the  form  of  a deficiency. 

Mr.  Evins.  Is  the  compensation  and  pensions  increase  because  of 
the  new  law? 

Mr.  Monk.  Largely,  yes. 

SUMMARY  OF  SUPPLEMENTAL  REQUESTS 

Mr.  Thomas.  Insert  the  summary  sheet  at  the  beginning  of  the 
justification. 

(The  page  follows:) 

1965  VA  supplementals 


[In  thousands] 


Appropriation  title 

Program 

Pay  raise 
(including 
wage  board) 

Total 

Oeneral  operating  expenses.  _ . ... 

$2, 809 

$4, 936 
696 
783 
38, 474 
(7,  500) 

$7,  745 
696 
783 
38,  474 
(7,  500) 
108, 000 
8,  800 
76 

Medical  administration  and  miscellaneous  operating  expenses. 
Medical  and  prosthetic  research  ..  . . 

Medical  care  (wage  boards  included  above) . 

Compensation  and  pensions . . 

108, 000 
8, 800 
76 

Readjustment  benefits 

“Grants  to  Repubhc  of  Phihppines.  

Total,  VA 

119,  685 

44,  889 

164,  574 

44-864—  65 


19 
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General  Operating  Expenses 
Object  classification 


[In  thousands  of  dollars] 


Presently 

available, 

1965 

Revised 

estimate, 

1965 

Increase  (+) 
or  decrease 
(-),  1965 

Personnel  compensation: 

11. 1 Permanent  positions..  . _ 

$132,363 

318 

701 

$133,085 
1, 129 
2, 258 

+$722 
+811 
+1, 557 

11.3  Positions  other  than  permanent ... 

11.5  Other  personnel  compensation 

Total  personnel  compensation 

133,382 

136,472 

+3,090 

Direct  costs: 

Personnel  compensation 

133, 382 
10, 212 
3,150 
746 
5, 365 
1,528 
3, 003 
318 
1,428 
1,171 
575 
47 

135,472 
10,  258 
3,201 
746 
5,541 
1,658 
3,419 
318 
1,428 
1,171 
575 
47 

+2, 090 
+46 
+51 

Personnel  benefits  

21. 0 Travel  and  transportation  of  persons..  . . 

22.0  Transportation  of  things  _ _ _ _ 

23.0  Rent,  commimications,  and  utilities 

^ +176 
+30 
+416 

24.0  Printing  and  reproduction..  . . 

25. 1 Other  services  

25. 2 Services  of  other  agencies _ 

26. 0 Supplies  and  materials..  . . 

31.0  Equipment ..  

41. 0 Grants,  subsidies,  and  contributions . 

42. 0 Insurance  claims  and  indemnities 

Total  direct  costs 

160, 925. 

163, 734 

+2,809 

Reimbursable  costs: 

Personnel  compensation 

1, 000 
71 
61 
242 
368 
20 
9 
52 

+1,000 

+71 

+61 

+242 

+368 

+20 

+9 

+52 

12.0  Personnel  benefits.  - . . 

21. 0 Travel  and  transportation  of  persons  . 

23.0  Rent,  communications,  and  utihties . . . 

24.0  Printing  and  reproduction. ..... 

25  1 Other  services  . . . 

26.  0 Supplies  and  materials..  . 

31.0  Equipment  . _ _ _ 

Total  reimbursable  costs 

1,823 

165,557 

—864 

+1,823 
+4, 632 

Total  costs  funded  . 

160,  925 
-864 
-4, 936 

92.0  Change  in  selected  resources . . 

Supplemental  required  for  pay  increases 

+4,  936 

99.0  Total  obligations 

155, 125 

164, 693 

. +9,568 

Personnel  summary 


1963 

1964 

1965 

Average  GS  grade 

6.6 

6.8 

6.8 

Average  GS  salary.  

$6,  565 

$7,  013 

$7, 445 
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Program  and  financing 

[In  thousands  of  dollars] 


Program  by  activities: 

Direct  operating  costs: 

1.  General  administration 

2.  Data  management 

3.  Veterans  benefits: 

(а)  Program  planning  and  direction 

(б)  Field  operations: 

(1)  Executive  administration 

(2)  Contact 

(3)  Compensation,  pension,  and  edu- 

cation  

(4)  Loan  guarantee.- 

(5)  Guardianship 

(6)  Insurance 

(7)  Office  services 


Total  direct  operating  costs, 
funded 


Reimbursable  program: 

1.  General  administration 

2.  Data  management 

3.  Veterans  benefits: 

(a)  Program  planning  and  direction 

(b)  Field  operations: 

(1)  Executive  administration 

(2)  Contact — - 

(3)  Guardianship 

(4)  Insurance 

(5)  Office  services 

Total  reimbursable  program  costs 

Total  program  costs,  funded 

Change  in  selected  resources 

Supplemental  required  for  pay  increases 

10  Total  obligatilns 

Fmancing: 

Receipts  and  reimbursements  from— 

11  Administrative  budget  accounts 

14  Non-Federal  sources 

New  obligational  authority 

New  obligational  authority: 

40  Appropriation. 

Relation  of  obligations  to  expenditures: 

10  Total  obligations 

70  Receipts  and  other  offsets  (items  11-17) 

71  Obligations  affecting  expenditures 

72  Obligated  balance,  start  of  year... 

74  Obligated  balance,  end  of  year 

81  Balance  not  available,  start  of  year 

90  Expenditures  excluding  pay  increase  supple- 

mental  

91  Expenditures  from  civilian  pay  increase  supplemental. 


Presently 

available, 

1965 


13,  661 
13, 929 

10, 309 

3,  772 
7,248 

36, 964 
22,  786 
12,  930 
7,058 
32,  268 


160,  925 


160, 925 
-864 
-4, 936 


155, 125 


155, 125 
155, 125 


155, 125 


155, 125 
7, 847 
-8,  604 


154,375 


Revised 

estimate, 

1965 


Increase  (+) 
or  decrease 
(-),  1965 


13,  661 

14,  008 


-f79 


10,  489 


-fl80 


3,  772 
7,248 


39,  051 
22,  786 
12,  930 
7,  445 
32,344 


163,  734 


-f2,087 


+387 

+76 


+2,  809 


48  +48 

177  +177 


235 


+235 


10 

30 

48 

885 

390 


+10 

+30 

+48 

+885, 

+390 


1, 823  +1, 823 


165,  557  +4,  632 

-864  


+4. 936 


164,  693 


+9.  568 


-1, 806 
-17 

162, 870 

162, 870 


-1,  806 
-17 

+7,  745 

+7. 745 


164,  693  +9, 568 

-1,823  -1,823 


162, 870 
7,847 
-8, 820 


+7,  745 
”’-216 


7 


157, 119 
3,  785 


+2,744 
+4,  785. 


Mr.  Thomas  (reading) : 

For  an  additional  amount  for,  “General  operating  expenses,”  $7,745,000,  pro- 
vided that  this  appropriation  may  be  reimbursed  by  other  appropriations  of  funds 
available  to  the  Veterans’  Administration  for  administrative  services  furnished  for 
the  purposes  of  such  appropriations  or  funds. 

What  do  you  want  with  this  language? 

Mr.  hloxK.  We  want  to  transfer  the  money  from  the  insurance 
fund  into  “General  operating  expenses.’’ 

Mr.  Thom.is.  You  already  have  transfer  authority,  do  you  not 7 
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Mr.  Monk.  We  do  not  have  authority  to  transfer  from  the  insurance 
fund  into  the  “General  operating  expenses.’’ 

Mr.  Thomas.  A certain  amount  of  legislation  is  necessary  there? 

Mr.  Monk.  Yes,  sir. 

Mr.  Thomas.  You  do  not  object  to  that,  do  you? 

Mr.  Monk.  No,  sir. 

Mr.  Thomas.  There  is  a good  breakdown  on  page  5.  You  want 
147  jobs. 

On  page  6 I have  underlined  77  average  employment.  [Reading:] 

Computer  daily  runs  will  be  modified  to  process  the  returned  applications,  up- 
date master  records,  and  release  bills.  Finally,  it  is  estimated  that  an  average 
employment  of  77  persons  will  be  required  to  process  the  disability  claims,  TDIP 
applications,  and  remittances. 

What  is  TDIP? 

Mr.  Monk.  Total  disability  insurance  provisions.  That  is  the  new 

law. 

Mr.  Thomas.  Put  pages  5,  6,  and  7 in  the  record. 

(The  pages  follow:) 

General  Operating  Expenses 

A total  of  $7,745,000  in  supplemental  appropriation  requirements  will  be  needed 
because  of  the  increased  costs  and  workloads  resulting  from  the  enactment  of 
five  public  laws  during  fiscal  year  1965.  The  five  laws  and  the  net  costs  of  each 
are  identified  as  follows: 

Thousands 


1.  Public  Law  88-426  increases  salaries  for  Federal  employees $4,  936 

2.  Public  Law  88-355  extends  the  coverage  of  TDIP  to  age  65 495 

3.  Public  Law  88-364  extends  waiver  of  premiums  for  totally  disabled 

veterans 227 

4.  Public  Law  88-361  extends  educational  aid  to  children  of  disabled 

veterans 587 

5.  Public  Law  88-664  revises  pension  program,  reopens  NSLI  program, 

provides  new  '‘modified  life  plan”  of  NSLI 1,  500 


Total 7,  745 


EXPLANATION  OF  REQUIREMENTS 

Public  Law  88-426,  approved  August  14,  1964,  authorizes  an  increase  in  the 
rates  of  compensation  for  Federal  employees.  The  total  application  of  the 
higher  salary  rates  provided  by  the  law  to  the  positions  allowed  by  the  appro- 
priation act  would  result  in  an  additional  requirement  of  $6,411,000.  However, 
economy  actions  taken  subsequent  to  the  enactment  of  the  law  will  make  possible 
the  absorption  of  $1,475,000,  or  23  percent  of  the  total  pay  increase  cost  for 
fiscal  year  1965.  A major  portion  of  the  savings  is  expected  to  result  from  a 
continuing  review  of  each  vacant  position  and  where  possible  the  reassignment 
of  duties  to  other  employees  whereby  allowing  for  the  abolition  of  positions  without 
affecting  the  execution  of  essential  functions. 

Public  Law  88-355,  approved  July  7,  1964,  authorizes  the  issuance  of  total 
disability  insurance  provisions  (TDIP)  for  inclusion  in  national  service  life  insur- 
ance policies  to  provide  coverage  to  age  65.  Prior  to  this  law,  TDIP  coverage 
terminated  at  age  60.  Public  Law  88-364,  approved  July  7,  1964,  authorizes 
waiver  of  premiums  to  veterans  holding  national  service  life  insurance  policies  who 
become  totally  disabled  before  their  65th  birthday.  Prior  to  the  law,  application 
for  waiver  of  premiums  due  to  disability  terminated  at  age  60.  A total  of  $722,000 
will  be  required  in  fiscal  year  1965  to  implement  the  two  modifications  to  the 
national  service  life  insurance  program.  This  total  is  based  upon  an  estimate  of 
225,000  veterans  who  will  request  the  addition  of  the  modified  total  disability 
insurance  provision  to  their  NSLI  policies  and  approximately  2,600  veterans  aged 
60  to  65  who  will  submit  claims  for  waiver  of  premiums  on  the  basis  of  total 
disability.  A substantial  portion  of  the  fiscal  requirement  is  necessitated  by  the 
need  to  notify  over  3.1  million  potentially  eligible  veterans  of  the  changes  in  the 
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law.  It  is  estimated  that  over  $175,000  will  be  expended  in  fiscal  year  1965  for 
printing  and  mailing  costs.  In  addition,  the  provisions  of  the  laws  require  major 
changes  in  the  insurance  computer  programs.  Special  computer  runs  wiU  be 
required  to  select  and  mail  notifications  to  insureds.  Computer  daily  runs  will 
be  modified  to  process  the  returned  applications,  update  master  records  and  release 
bills.  Finally,  it  is  estimated  that  an  average  employment  of  77  persons  will  be 
required  to  process  the  disability  claims,  TDIP  applications  and  remittances. 
Since  the  effective  date  of  the  law  is  January  1,  1965,  actual  workload  data  is  not 
available.  However,  initial  printing  and  mailing  costs  and  computer  reprogram- 
ing costs  as  well  as  early  indications  of  veterans’  interest  appear  to  substantiate 
the  estimated  fiscal  requirements  and  workloads. 

Public  Law  88-361,  approved  July  7,  1964,  authorizes  the  provision  of  educa- 
tional assistance  to  the  children  of  veterans  who  are  permanently  and  totally 
disabled  from  an  injury  or  disease  arising  out  of  active  service  in  the  Armed 
Forces  during  a period  of  war  or  the  induction  period.  Prior  to  this  law,  only 
‘'war  orphans”  were  eligible  for  such  educational  assistance.  A total  of  $587,000 
will  be  required  to  administer  the  new  legislation  during  fiscal  year  1965.  This 
total  is  based  upon  the  estimated  costs  for  an  average  load  of  1,400  trainees,  fee- 
basis  counseling  for  a total  of  7,200  cases  and  beneficiary  travel.  It  is  estimated 
that  an  average  employment  of  13  persons  will  be  required  to  determine  eligibility, 
process  reports,  and  perform  other  administrative  tasks  associated  with  the  pro- 
gram. Actual  data  for  September,  October,  and  November  have  established  the 
vahdity  of  the  estimates. 

Public  Law  88-664,  approved  October  13,  1964,  provides  three  major  modifica- 
tions in  the  veterans’  insurance  and  pension  programs: 

Pension  provision. — The  law  Liberalizes  the  veterans’  pension  system  by  pro- 
viding an  automatic  increase  in  pension  rates  for  veterans  under  Public  Law 
86-211,  and  an  election  opportunity  for  those  covered  by  the  protected  pension 
system  (the  system  in  effect  before  July  1,  1960).  A total  of  $1,500,000  will  be 
required  to  administer  the  new  law.  This  total  is  based  on  an  estimated  receipt 
of  140,000  requests  for  election  of  the  current  pension  system  during  fiscal  vear 
1965. 

To  process  this  election  workload,  a total  of  152  man-years  will  be  required.  In 
view  of  its  temporary  nature,  the  work  will  be  performed  on  an  overtime  basis 
thereby  sustaining  no  increase  in  employment.  The  number  of  requests  for 
election  already  received  more  than  amply  justifies  the  workload  estimates. 

Reopening  of  national  service  life  insurance  program. — The  law  provides  an 
opportunity  for  (a)  veterans  with  a service-connected  disability  and  (6)  veterans 
with  a non-service-connected  disability  who  are  uninsurable  because  of  their 
disability  to  purchase  Government  life  insurance.  Each  policyholder  wall  be 
charged  an  additional  premium  to  cover  the  administrative  costs  to  the  Govern- 
ment. All  premiums  will  be  paid  into  a new  veterans  reopened  insurance  revolving 
fund  from  which  the  initial  administrative  expenses  and  maintenance  costs  will 
be  reimbursed  to  the  general  operating  expenses  appropriation.  A total  of 
$1,650,000  will  be  reimbursed  from  the  fund  during  fiscal  year  1965  to  hire  and 
train  VA  personnel,  notify  the  3.3  million  potentially  eligible  veterans,  modify 
existing  and  develop  new  computer  programs,  and  issue  the  167,000  policies  esti- 
mated for  fiscal  year  1965.  An  average  temporary  employment  of  139  persons 
will  be  required  to  process  the  fiscal  year  1965  workload. 

Modified  life  plan. — The  law^  provides  for  a new  modified  life  plan  available  to 
all  veterans  applying  for  insurance  during  the  reopening  period  and  to  all  veterans 
who  presently  hold  national  service  life  insurance.  The  new  plan  is  designed  pri- 
marily for  term  insurance  policyholders  since  the  modified  life  premium  remains 
level  during  the  life  of  the  policy  and  does  not  increase  at  the  higher  ages.  It  is 
estimated  that  over  9,000  applications  for  modified  life  insurance  wiU  be  received 
during  fiscal  year  1965.  All  costs  associated  with  the  administration  of  the  law 
in  the  current  year  will  be  absorbed  within  the  existing  appropriation. 
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Compensation  and  Pensions 

Program  and  financing 

[In  thousands  of  dollars] 


Fiscal  year  1965 


Program  by  activities: 

1.  Compensation: 

(а)  Living  veterans:  World  War  II 

Subtotal. 

(б)  Deceased  veterans 

Total,  compensation... 

2.  Pensions: 

(а)  Living  veterans: 

Prior  to  Spanish-American  War 

Spanish-American  War 

World  War  I. 

World  War  II 

Korean  conflict 

Peacetime  service 

Subtotal...^ 

(б)  Deceased  veterans: 

Prior  to  Spanish-American  War 

Spanish-American  War 

V/orld  War  I 

World  War  II 

Korean  conflict 

Peacetime  service 

Subtotal 

Total,  pensions 

3.  Other.. 

Total  obligations  (object  class  42) 

Financing; 

Unobligated  balance  available  start  of  year 

Unobligated  balance  available  end  of  year 

New  obligational  authority 

Eelation  of  obligations  to  expenditures:  Total  obligations  (af- 
fecting expenditures)... 

Expenditures 


Presently 

available 


Revised 

estimate 


Increase 


1, 161,343 


1,780 
50, 147 
320,  560 
219,  662 
22, 315 
6 


614, 470 


1,  775, 813 
64, 907 


3,  963, 423 
-423 


1, 196,  775 


1,780 
50, 147 
328,  709 
233,  525 
22, 871 
6 


637, 038 


1, 833,  813 
64,  907 


4, 071,423 
-423 


3,  963, 000 


4,071,000 


3, 963, 423 


4,071,423 


3, 963, 423 


4, 071, 423 


1,158,088 

1, 208, 088 

50,000 

1,  659,  764 
462,  939 

1,  709,  764 
462, 939 

50,000 

2, 122,  703 

2, 172,  703 

50, 000 

22 

20, 124 
930, 384 
196,026 
14,  753 
34 

22 

20, 293 
953,  872 
206,  914 
15,  640 
34 

169 
23, 488 
10, 888 
887 

35, 432 


8, 149 
13, 863 
556 


22,  568 


58,000 


108,000 


108,000 


108, 000 


108, 000 


Mr.  Thomas.  Let  us  look  at  ‘‘Compensation  and  pensions.’’  You 
want  $108  million.  This  is  by  virtue  of  new  law? 

Mr.  Monk.  Yes. 

Mr.  Thomas.  Put  in  the  record  page  4. 

(The  page  follows :) 

Compensation  and  Pensions 

The  additional  requirements  of  $108  million  are  needed  to  make  payments 
authorized  by  law  and  are  attributable  to  the  following  factors: 

(1)  Increases  above  the  projected  trend  in  the  average  disability  com- 
pensation rate  payable  to  World  War  II  veterans  caused  by  {a)  an  increasing 
average  degree  of  impairment  as  the  veterans  age,  and  (6)  an  increasing 
number  of  service-connected  veterans  being  rated  totally  disabled  during 
applicable  periods  of  hospitalization. 

(2)  Additional  costs  attributable  to  the  enactment  of  Public  Law  88-664, 
approved  October  13,  1964,  and  effective  January  1,  1965,  which  increased 
certain  disability  and  death  pension  rates  and  included  other  minor  liberali- 
zations. 
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(3)  Increases  above  the  projected  trend  in  the  average  death  pension 
caseload  in  the  World  War  II  category  caused  by  a higher  than  anticipated 
number  of  deaths  occurring  among  this  group  of  veterans  who  will  be  survived 
by  an  eligible  widow  or  child. 

The  following  is  a summary  of  actual  and  estimated  costs  by  major  category 
for  the  current  year: 

Obligations  by  major  categories,  fiscal  year  1965,  actual  1st  6 months,  estimated 

last  6 months 


[In  thousands  of  dollars] 


Major  category 

1st  6 
months 
total 
(actual) 

Last  6 
months 
total 

(estimated) 

Fiscal  year 
1956  total 
(revised 
estimate) 

1.  Compensation: 

Living.. 

$855,^36 
236, 100 

$854, 328 
226, 839 

$1, 709, 764 
462, 939 

Deceased 

Subtotal ........ ... 

1, 091, 536 

1,  081, 167 

2, 172, 703 

2.  Pensions: 

— Living : ; 

683, 824 
308, 688 

612,951 
328, 350 

1, 196, 775 
637, 038 

Deceased 

Subtotal . 

892, 512 
28, 879 

941, 301 
36,  028 

1,  833, 813 
64,  907 

3.  Other  (subtotal) 

Total  obligations  .... _ . 

2,  012,  927 

2,058,496 

4,  071, 423 
3, 963, 423 

Total  appropriation  available 

Total  supplemental  required 

108,  000 

Mr.  Thomas  [reading]. 

The  additional  requirements  of  $108  million  are  needed  to  make  payments 
authorized  by  law  and  are  attributable  to  the  following  factors: 

(1)  Increases  above  the  projected  trend  in  the  average  disability  compensation 
rate  payable  to  World  War  ll  veterans  cpmsed  by  (a)  an  increasing  average  degree 
of  impairment  as  the  veterans  age,  and  (6)  an  increasing  number  of  service- 
connected  veterans  being  rated  totally  disabled  during  applicable  periods  of 
hospitalization. 

(2)  Additional  costs  attributable  to  the  enactment  of  Public  Law  88-664, 
approved  October  13,  1964,  and  effective  January  1,  1965;  w^hich  increased  certain 
disability  and  death  pension  rates  and  included  other  minor  liberalizations. 

(3)  Increases  above  the  projected  trend  in  the  average  death  pension  caseload 
in  the  World  War  II  category  caused  by  a higher  than  anticipated  number  of 
deaths  occurring  among  this  group  of  veterans  who  will  be  survived  by  an  eligible 
widow  or  child. 

It  aU  adds  up  exactly  even  to  $108  million. 
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Readjustment  Benefits 

Program  and  financing 

[In  thousands  of  dollars] 


Fiscal  year  1965 


Presently 

available 

Revised 

estimate 

Increase 

Program  by  activities: 

1.  Education  and  training: 

(a)  Korean  conflict  veterans 

(5)  Sons  and  daughters 

8, 630 
19, 346 

10, 416 
28, 360 

1,786 
7, 014 

Total  education  and  training 

2.  Special  assistance  to  disabled  veterans: 

(a)  Vocational  rehabilitation  _ 

27, 976 

36,  776 

8, 800 

4, 645 
4,410 

1,280 

4, 645 
4, 410 

1,280 

(6)  Housing  grants  _ . _ 

(c)  Automobiles  or  other  conveyances  for  disabled 
veterans 

Total  special  assistance  to  disabled  veterans-- 
Total  program  costs,  fimded— obligations 

Financmg: 

Unobligated  balance  available,  start  of  year  (— ) 

New  obligational  authority  (appropriation),. 

Relation  of  obligations  to  expenditures: 

Total  obligations  (affecting  expenditures) 

Expenditures 

10, 335 

10, 335 

38,311 

-1,211 

47,  111 
-1,211 

8, 800 

37, 100 

45, 900 

8,800 

38,311 

38,311 

47,  111 
47,111 

8, 800 
8,  800 

Object  classification 

[In  thousands  of  dollars] 


Fiscal  year  1965 


Presently 

available 

Revised 

estimate 

Increase 

41  Grants,  subsidies,  and  contributions 

32,386 
5, 925 

41, 186 
5, 925 

8, 800 

42  Insurance  claims  and  indemnities . _ 

Total  costs,  funded  ..  

38,311 

38,311 

47,  111 
47,  111 

8, 800 
8, 800 

Total  obligations  readjustment  benefits , 

Mr.  Thomas.  Let  us  look  at  readjustment  benefits  (reading) : 

For  an  additional  amount  for  “Readjustment  benefits/’  $8,800,000,  to  remain 
available  until  expended. 

This  was  only  for  children  of  deceased  veterans  before  and  this  is  to 
take  care  of  children  of  the  totally  disabled.  I have  a note  that  says 
1,400  more  children  of  permanently  and  totally  disabled  veterans. 

Korean  conflict  veterans  (reading) : 

The  increased  requirement  of  $1.8  million  results  from  the  fact  that  the  present 
availability  of  funds  will  only  permit  an  average  annual  cost  of  $1,182,  while 
experience  to  date  indicates  it  will  approximate  $1,427,  an  addition  of  $245  per 
average  veteran  in  training. 

Put  pages  4 and  5 in  the  record. 

(The  pages  follow:) 

Readjustment  Benefits 

Additional  funds  in  the  amount  of  $8.8  million  will  be  required  to  supplement 
the  $37.1  million  appropriation  for  1965.  This  appropriation  provides  education 
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and  training  allowances  for  veterans  of  the  Korean  conflict;  educational  assistance 
allowances  for  eligibles  under  the  War  Orphans’  Educational  Assistance  Act  of 
1956,  as  amended;  and  for  special  assistance  to  disabled  veterans  for  those  requir- 
ing vocational  rehabilitation,  housing  grants,  and  automobiles  or  other  convey- 
ances. Obligations  incurred  against  thQse  funds  arise  by  operation  of  law  and  as 
such  are  not  administratively  controllable. 

The  additional  requirements  are  as  follows  (in  thousands) : 

Education  and  training  allowances 


Korean  conflict  veterans $1,  786 

Sons  and  daughters 7,  014 


EDUCATION  AND  TRAINING 

Korean  conflict  veterans. — The  increased  requirement  of  $1.8  million  results  from 
the  fact  that  the  present  availability  of  funds  will  only  permit  an  average  annual 
cost  of  $1,182,  while  experience  to  date  indicates  it  will  approximate  $1,427,  an 
addition  of  $245  per  average  veteran  in  training. 

Sons  and  daughters. — The  additional  requirement  of  $7  million  results  from  two 
factors:  (1)  the  passage  of  Public  Law  88-361,  which  extended  educational  benefits 
to  an  estimated  monthly  average  of  1,400  children  of  permanently  and  totally 
disabled  veterans  having  a service-connected  disability;  and  (2)  the  present  fund 
availability  will  permit  an  average  annual  cost  per  trainee  of  only  $1,290  compared 
to  actual  experience  to  date  of  $1,607,  an  increase  of  $317  per  average  veteran  in 
training. 

Obligations  by  major  category,  flscal  year  1965 


[In  thousands] 


Major  category 

1st  6 
months, 
actual 

Last  6 
months, 
estimate 

1965 

revised 

estimate 

1.  Education  and  training: 

(a)  Korean  conflict  veterans  .... 

$8,464 
8,  563 

$1, 952 
17,797 

$10,  416 
26,  360 

(6)  Sons  and  daughters . _ -- 

Total  education  and  training 

17,  027 

19,749 

36, 776 

2.  Special  assistance  to  disabled  veterans: 

(o)  Vocational  rehabilitation 

2,536 

2,453 

532 

2,109 

1,957 

748 

4, 645 
4,410 

1,280 

(b)  Housing  grants...  ...  . _ ..  . 

(c)  Automobiles  or  other  conveyances  for  disabled 
- veterans . 

Total  special  assistance  to  disabled  veterans 

3. Other . _ ..  

5,  521 
-18 

4,814 

18 

10,  335 

Total  obligations... -7 

22,  530 

24,  581 

47,111 

Total  available  

38,311 
8, 800 

Total  Rupplftmental  required 

Geants  to  the  Republic  of  the  Philippines 

Mr.  Thomas.  For  an  additional  amount  for  “Grants  to  the  Re- 
public of  the  Philippines,”  you  want  $76,000.  You  went  up  to  $6.67 
per  day  from  $5.37  per  day.  Put  page  3 in  the  record. 

(The  page  follows:) 

Grants  to  the  Republic  of  the  Philippines 

A supplemental  appropriation  of  $76,000  is  required  to  permit  the  continuation 
of  payments  of  grants-in-aid  to  the  Republic  of  the  Philippines  for  the  medical 
care  and  treatment  of  eligible  Philippine  Commonwealth  Army  veWrans.  Section 
' 632  of  title  38,  United  States  Code,  as  amended,  provides  for  reimbursement  at 
agreed-upon  patient  per  diem  rates,  up  to  a maximum  annual  amount  of  $500,000. 
The  patient  per  diem  rate  agreed  to  at  the  beginning  of  1965  was  $6.67,  an  increase 
of  $1.30  over  the  budgeted  rate  of  $5.37.  This  increase  of  $1.30  in  the  per  diem 
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rate,  for  the  estimated  57,305  patient-days,  results  in  the  increased  requirement 
of  $76,000. 

Mr.  Thomas.  What  is  that  total  cost? 

Mr.  Monk.  $386,000. 

Mr.  Thomas.  Including  the  supplemental? 

Mr.  Monk.  Yes. 

Veterans  Reopened  Insurance  Fund 

Program  and  financing 
[In  thousands  of  dollars] 


1965 

estimate 

Program  by  activities: 

Operating  costs,  funded: 

1.  Service-disabled  standard  insurance:  Death  claims 

610 

472 

92 

9 

1,650 

2.  Service-disabled  rated  insuranc:  Death  claims..  . ...  ... 

3 'Mnri-sp,rvirfl-disablp,d  insnra.nop'  Dpat.h  p,la,im<? 

4.  Interest  payment  to  Treasury . . 

5.  Payment  to  “General  operating  expenses’’  appropriation ... 

10  Total  program  costs,  funded  obligations ...  . 

2,833 

Financing: 

Receipts  and  reimbursements  from  non-Federal  sources: 

14  Insurance  premiums  earned  (— ) 

-2, 601 
-159 
-113 

14  Other  income  (optional  settlements) _ 

14  Administrative  cost  premium  seamed  (— ) I..' 

21.98  Unobligated  balance  available  start  of  year 

22  Unobligated  balance  transferred  from  Veterans’  special  term  insurance  fund  (— ). 
24.98  Unobligated  balance  available  end  of  year 

-,1650 

1,690 

New  obligational  authority 

Relation  of  obligations  to  expenditures: 

10  Total  obligations 

2,833 

-2,873 

70  Receipts  and  other  offsets  (items  11  to  17) 

71  Obligations  affecting  expenditures 

-40 

72.98  Obligated  balance,  start  of  year __  ... 

74.98  Obligated  balance,  end  of  year ... 

-1,186 

90  Expenditures 

-1,226 

Cash  transactions: 

93  Gross  expenditures 

1,647 

-2,873 

94  Applicable  receipts  (— ) 

Mr.  Thomas.  ‘‘Veterans  reopened  insurance  fund.’^  That  is  by 
virtue  of  new  legislation.  Put  pages  5,  6,  and  7 in^the  record. 

(The  pages  follow:) 

Veterans  Reopened  Insurance  Fund 

PROGRAM  AND  PERFORMANCE 

This  fund  finances  payment  of  claims  and  administrative  costs  on  non-partici- 
pating insurance  policies  issued  after  April  30,  1965,  and  prior  to  May  4,  1966, 
under  the  three  insurance  programs  established  by  provisions  of  the  National 
Service  Life  Insurance  Act  of  1940,  as  amended  (38  U.S.C.  725(b) (c)). 

The  three  insurance  programs  (1)  veterans  service-disabled  standard  insurance, 
(2)  veterans  service-disabled  rated  insurance,  and  (3)  non-service-disabled  insur- 
ance, are  provided  for  the  three  groups  of  disabled  veterans  classified  in  subsections 
(b)  and  (c)  of  section  725,  title  38  U.S.C. , respectively,  as: 

(1)  Veterans  with  a service-connected  disability,  but  who  are  otherwise 
insurable  according  to  standards  of  good  health  provided  by  the  Adminis- 
trator, 

(2)  Veterans  with  service-connected  disabilities  who  do  not  qualify  for 
insurance  at  standard  premium  rates  solely  because  of  their  service-incurred 
disability, 
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(3)  Veterans  with  nonservice  disabilities  who  are  unable  to  obtain  commer- 
cial insurance  at  substandard  rates. 

Each  program  is  self-contained  and  to  insure  that  each  is  self-sustaining,  as 
required  by  law,  premiums  may  be  adj  usted  at  intervals  of  not  less  than  2 years 
under  the  service-disabled  standard  insurance  program,  and  as  determined  to  be 
necessary  under  the  other  two  programs.  Separate  accounting  and  actuarial 
records  must  be  maintained  for  the  three  programs  for  the  purpose  of  determining 
the  actual  program  costs  and  to  provide  the  basis  for  adjusting  each  program 
premium  rate  independently. 

Service  disabled  standard  insurance  'program 

This  program  (38  U.S.C.  725(b))  finances  payment  of  claims  on  policies  issued 
to  veterans  with  service-connected  disabilities,  but  who  were  insurable  according 
to  the  standards  of  good  health  established  by  the  Administrator.  It  is  estimated 
that  there  will  be  125,000  policies,  with  a face  value  of  $1,110  million  in  force  on 
June  30,  1965. 

Budget  program — Death  claims. — Payments  to  beneficiaries  are  expected  to 
reach  $610,000  in  1965. 

Financing. — Payments  are  financed  from  premium  receipts  and  interest  income 
from  investments. 

Operating  results  and  financial  condition. — It  is  expected  that  premium  and 
interest  income  will  be  sufficient  to  pay  death  and  disability  claims  and  to  set  up 
necessary  reserves. 

Service-disabled  rated  insurance  program 

This  program  (38  U.S.C.  725(c))  finances  payment  of  claims  on  policies  issued 
to  veterans  with  service-connected  disabilities  who  do  not  qualify  for  insurance  at 
standard  premium  rates  solely  because  of  their  service-incurred  disability.  It  is 
estimated  that  there  will  be  40,000  policies  with  a face  value  of  $334  million  in 
force  on  June  30,  1965. 

Budget  program — Death  claims. — Payments  to  surviving  beneficiaries  are  ex- 
pected to  total  $472,000  in  1965.  A greater  number  of  claims  is  expected  in  this 
group  than  in  the  service-disabled  standard  insurance  because  of  the  higher  mor- 
tality rate  associable  with  rated  policies. 

Financing. — Payments  are  financed  from  premium  receipts  and  interest  income 
from  investments. 

Operating  results  and  financial  condition. — It  is  expected  that  premium  and  in- 
terest income  will  be  sufficient  to  pay  death  and  disability  claims  and  to  set  up 
necessary  reserves. 

Non- service-disabled  insurance  program 

This  program  (38  U.S.C.  725(c))  finances  payment  of  claims  on  policies  issued 
to  veterans  with  non-service-incurred  disabilities  who  are  unable  to  obtain  com- 
mercial insurance  at  substandard  rates. 

It  is  estimated  that  there  will  be  2,000  policies  with  a face  value  of  $17  million 
in  force  on  June  30,  1965. 

Budget  program — Death  clai'ms. — Payments  to  beneficiaries  are  expected  to 
reach  $92,000  in  1965.  The  mortality  rate  will  be  exceptionally  high  because  of 
the  short  average  life  espectance  of  the  insureds. 

Financing. — Payments  are  financed  primarily  from  premium  receipts  and  in- 
terest income  from  investments. 

Operating  results  and  financial  conditions. — It  is  expected  that  premiums  and 
interest  income  will  be  sufficient  to  pay  death  and  disability  claims  and  to  set  up 
necessary  reserves. 

Service  charge  program 

Amounts  collected  from  policyholders  for  administrative  expenses  are  credited 
to  this  program.  Payments  are  made  to  the  appropriation,  “General  operating 
expenses,”  and  to  the  general  fund  receipts  in  the  Treasury. 

Budget  program — Payment  to  “General  operating  expenses'’  appropriation. — The 
administrative  cost  of  issuing  insurance  policies,  processing  claims,  and  main- 
taining accounts  is  estimated  to  be  $1,650,000  in  1965. 

2.  Interest  on  loans  payable  (Treasury) : The  sum  of  $1,650,000  will  be  bor- 
rowed from  the  veterans  special  term  insurance  fund  as  initial  capital  to  be 
available  May  1,  1965.  This  amount,  with  interest,  must  be  repaid  to  the 
“General  fund  receipts”  in  the  Treasury.  The  estimated  interest  payment  in 
1965  is  $9,000.  The  $1,650,000  borrowed  will  be  repaid  to  the  Treasury  as  soon 
as  practicable. 
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Financing. — Operations  are  financed  from  administrative  cost  premiums  col- 
lected from  policyholders.  It  is  estimated  that  amounts  collected  from  the 
insured  will  be  insufficient  to  cover  the  administrative  costs  in  1965.  Collections 
in  future  years  will  be  sufficient  to  repay  borrowings  and  allow  the  program  to 
operate  on  a self-sustaining  basis. 

Mr.  Thomas.  You  have  some  detailed  tables  here  on  the  pay  raise 
costs  which  we  shall  place  in  the  record;  also  the  page  on  medical 
administration  and  miscellaneous  operating  expense;  the  table  on 
medical  and  prosthetic  research ; and  the  table  on  medical  care  supple- 
mental in  the  record. 

(The  tables  follow:) 


Public  Law  88-42G  Pay  Raise  Costs  and  Additionaj;  Approi’kiations  liECiuiRED 
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Medical  Administration  and  - Miscellaneous  Operating  Expense 

1.  A supplemental  of  $696,000  is  requested  to  cover  increased  payroll  costs 
provided  by  Public  Law  88-426. 

2.  No  absorption  of  pay  raise  costs  is  contemplated  under  this  heading:  because — 

(o)  The  reduction  of  $665,000  made  by  Congress  in  the  President’s  1965 
appropriation  request  made  it  necessary  to  reduce  employment  below  the 
level  prevailing  at  the  beginning  of  fiscal  year  1965 — from  853  to  an  average 
of  807  for  the  year.  The  provisions  of  Public  Law  88-426  stated  Congress 
did  not  intend  that  absorption  of  pay  raise  costs  should  be  accomphshed  by 
reduction-in-force  actions  which  would  have  been  required. 

(h)  Enactment  of  Public  Law  88-450  pertaining  to  nursing  home  care 
activities  resulted  in  a substantial  increased  workload  for  the  medical 
administration  staff  which  was  not  reflected  in  the  1965  appropriation 
reciuest. 

3.  For  the  above  reasons  the  President’s  supplemental  request  for  this  appro- 
priation reflects  the  total  increase  in  pay  raise  costs.  However,  absorption 
proposed  in  other  agency  accounts  provides  an  agencywide  absorption  exceeding 
10  percent  of  Pubhc  Law  88-426  costs. 

Medical  and  Prosthetic  Research 


1.  A supplemental  of  $783,000  is  requested  to  cover  part  of  the  cost  of  pay 
increases  provided  by  Public  Law  88-426  during  fiscal  year  1965  for  the  research 
programs  as  follows: 


Medical 

Prosthetic 

Total 

Total  pay  raise  costs  __  - 

$950, 000 
167, 000 

$16, 000 
16, 000 

$966, 000 
183, 000 

Less  amount  absorbed  

Supplemental  requested  __  _ 

783, 000 

783, 000 

2.  This  net  request  contemplates  absorption  of  approximately  19  percent  of 
the  increased  payroll  costs  provided  by  Public  Law  88-426. 

3.  Absorption  will  be  accomplished  through  reduction  effected  in  expenses 
other  than  payroll  costs. 

Medical  Care 

1.  A supplemental  of  $38,474,000  is  requested  to  cover  part  of  the  increased 
payroll  costs  resulting  from  Public  Law  88-426  and  wage  rate  increases  expected 
to  be  approved  during  the  period  July  1,  1963,  to  June  30,  1965,  as  shown  below: 


Total  increased  payroll  costs: 

(1)  Public  Law  88-426 $33,  254,  000 

(2)  Wage  rate  increases 7,  500,  000 


Total 40,  754,  000 

Less  amount  absorbed 2,  280,  000 


Supplemental  requested 38,  474,  000 


2.  This  request  provides  for  absorption  of  about  7 percent  of  the  additional 
payroll  costs  resulting  from  Public  Law  88-426. 

3.  Initially  our  request  contemplated  absorption  of  10  percent  of  pay  raise 
costs  with  additional  funds  being  asked  to  cover  unbudgeted  costs  to  be  incurred 
in  1965  as  a result  of  new  legislation  (Public  Law  88-450  and  Public  Law  88-664) 
and  other  increased  payments  not  subject  to  agency  control.  It  is  estimated 
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these  unbudgeted  expenses  will  amount  to  $2,345,000  during  fiscal  year  1965 
as  follows : 

(а)  Public  Law  88-450; 

(1)  Increased  payments  to  State  homes  for  nursing  care $580,  000 

(2)  Care  of  veteran  patients  in  private  nursing  homes  at  VA 

expense 250,  000 

(3)  Initial  supplies  and  equipment  for  acceleration  of  sched- 

uled VA  nursing  care  facilities 500,  000 

(б)  Public  Law  88-664,  drugs  and  medicines  for  pensioners  receiving 

an  aid  and  attendant  allowance 800,  000 

(c)  Increased  ($26  to  $27)  reciprocal  per  diem  payment  for  Federal 

hospitals 215,  000 


Total 2,345,000 


Our  previously  submitted  1966  budget  justifications  reflect  this  plan. 

4.  The  supplemental  as  now  submitted  by  the  President  contemplates  a lesser 
absorption  of  pay  raise  costs  with  full  absorption  of  all  other  unbudgeted  cost 
increases.  Taking  these  factors  into  consideration  results  in  a total  absorption 
of  $4,625,000  in  unbudgeted  costs  during  1965 — or  almost  14  percent  of  the  total 
payraise  cost  resulting  from  Public  Law  88-426. 

Mr.  Thomas.  Thank  you,  gentlemen,  come  back  and  see  us. 
FUNDS  APPROPRIATED  TO  THE  PRESIDENT 
Disaster  Relief 

Mr.  Thomas.  The  committee  has  before  it  a suppleHiental  estimate 
for  $25  million  for  ‘‘Disaster  relief.”  This  item  is  contained  in 
House  Document  80. 

We  have  the  justification  prepared  by  the  Office  of  Emergency 
Planning  which  we  shall  place  in  the  record  at  this  point. 

(The  material  follows :) 

Executive  Office  of  the  President,  Office  of  Emergency  Planning — 

Disaster  Relief 

Details  of  justification 

Disaster  relief,  supplemental  estimate,  fiscal  year  1965 $25,  000,  000 

Public  Law  81-875  gives  the  President  broad  powers  to  supplement  the  efforts 
and  available  resources  of  States  and  local  governments  in  carrying  out  their 
responsibility  to  alleviate  suffering  and  damage  resulting  from  major  disasters. 
The  Office  of  Emergency  Planning  has  been  designated  by  the  President  as  the 
agency  responsible  for  administering  Federal  assistance  under  the  act. 

Federal  financial  assistance  is  provided  from  the  “Disaster  relief’’  appropriation 
under  v/hich  allocations  of  funds  are  made  by  the  President  to  the  Office  of 
Emergency  Planning  for  use  in  a specific  disaster.  Disaster  relief  funds  are 
reallocated  by  the  Director,  OEP  (1)  upon  a showing  of  need,  to  the  State  and 
local  governments  for  alleviating  the  damage  caused  by  the  disaster,  and  (2),  for 
reimbursement  of  any  Federal  agency  for  authorized  expenditures  incurred  in 
providing  disaster  relief  at  the  direction  of  OEP. 

Public  Law  875  assistance  is  supplemental  to  the  disaster  relief  measures  carried 
out  by  a State  and  its  political  subdivisions.  The  aid  may  include  emergency 
protective  measures,  health  and  sanitation  measures,  the  repair  or  replacement  of 
waterlines  and  sewerlines,  road  and  bridge  repairs,  debris  removal,  and  such  other 
activities  which  serve  to  bring  relief  to  a ravaged  area. 

There  have  been  unusual  demands  on  the  disaster  relief  fund  these  past  few 
years.  Calendar  year  1964  saw  more  major  disaster  activity  and  a greater 
expenditure  of  Federal  disaster  relief  funds  than  any  year  since  the  enactment  of 
the  Federal  Disaster  Act  of  1950. 

In  March,  there  were  destructive  floods  in  the  Ohio  River  Basin,  and  major 
disasters  were  declared  for  Kentucky,  West  Virginia,  Ohio,  and  Indiana. 
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On  March  27,  Good  Friday,  an  earthquake  struck  south-central  Alaska.  The 
violent  upheaval  and  subsidence  of  land  caused  by  the  quake  itself  and  the 
mammoth  tidal  waves  triggered  by  the  seismic  disturbance  devastated  Anchorage 
and  coastal  communities  on  the  Gulf  of  Alaska.  Seismic  sea  waves  generated  by 
the  Alaskan  earthquake  also  were  responsible  for  a disaster  of  major  proportions 
in  Crescent  City,  Calif. 

Droughts  were  responsible  for  the  declaration  of  major  disasters  in  Puerto  Rico 
and  the  Virgin  Islands.  In  June,  record  floods  hit  Montana.  In  September  and 
October,  the  U.S.  mainland  was  visited  by  three  destructive  hurricanes;  Cleo, 
Dora,  and  Hilda.  And  in  the  Pacific,  in  November  the  Trust  Territory  of  the 
Pacific  Islands  was  battered  by  Typhoon  Louise. 

In  late  Decemiber,  the  Pacific  Northwest  suffered  from  floods  of  unprecedented 
magnitude  which  left  wholesale  destruction  in  their  wake.  As  a result  of  the 
Christmas  week  flooding,  major  disasters  were  declared  for  California,  Oregon, 
Washington,  Idaho,  and  Nevada. 

All  in  all,  in  calendar  year  1964,  there  Vt^ere  25  major  disasters  in  21  States  and 
the  Trust  Territory  of  the  Pacific  Islands.  California,  Florida,  Georgia,  and 
Montana  each  suffered  two  major  disasters.  There  were  Presidential  allocations 
totaling  $45,268,200  in  support  of  major  disasters  declared  during  this  year. 

It  is  the  practice  of  the  Office  of  Emergency  Planning  to  recommend  initial 
allocations  in  support  of  a major  disaster  declaration,  and  then  to  supplement  these 
allocations  when  additional  funds  are  needed  in  the  State  for  eligible  and  authorized 
work. 

To  date,  $17  million  has  been  allocated  for  emergency  recovery  projects  in 
Alaska.  We  estimate  that  another  $43  million  will  be  required  for  eligible  work 
in  the  State.  The  work  is  progressing  on  schedule;  as  of  January  15,  approx- 
imately 50  percent  of  the  total  Public  Law  875  work  was  underwaj^  or  completed. 
By  the  close  of  the  fiscal  A^ear,  Ave  expect  that  95  percent  of  the  work  will  be  sched- 
uled, with  directives  issued  to  Federal  agencies  for  the  performance  of  the  work. 
The  greater  portion  of  the  Public  Law  875  work  in  Alaska  has  been  assigned  to  the 
Corps  of  Engineers,  with  other  work  assigned  to  the  Bureau  of  Yards  and  Docks 
and  the  Federal  Aviation  Agency.  We  will  need  to  obligate  at  least  $30  million 
for  Alaska  during  the  remainder  of  fiscal  year  1965.  The  remaining  funds  vAll  be 
obligated  in  fiscal  year  1966. 

The  recovery  and  rehabilitation  work  in  the  flood-stricken  Pacific  Northwest 
is  only  beginning.  To  date,  $25,850,000  in  Federal  disaster  funds  has  been  alloca- 
ted for  the  five  States  affected.  We  estimate  that  another  $10  million  will  be 
required  for  additional  Public  Law  875  projects  in  California  and  Oregon. 

In  summary,  pending  allocations  to  declared  disaster  areas  are  estimated  at 
$40.3  million.  We  anticipate  that  approximately  $5  million  will  be  required  for 
disasters  occurring  during  the  remainder  of  the  fiscal  jmar.  Funds  currently 
available  plus  estimated  recoveries  total  only  $20.3  million,  thereby  producing  a 
net  deficit  of  $25  million.  A supplemental  appropriation  for  this  amount  is 
therefore  requested.  The  table  on  the  following  page  summarizes  the  fiscal 
situation  in  greater  detail. 
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Summary  of  fiscal  requirements,  President’s  disaster  relief  fund,  fiscal  year  1965 


Funds  available  July  1, 1964  (carryover) $49, 034, 000 

Fiscal  year  1965  appropriation , 20, 000,  000 

Returns  (to  Mar.  11, 1965) 1,189,100 


Total  funds  available 70, 223, 100 


Allocations  made,  fiscal  year  1965  {to  Mar.  11) 


State 

Type  of  disaster 

Date  declared 

Allocated 

Cahfornia... 

Reservoir  . _ 

Dec.  21,1963 
Mar.  17,1964 
Mar.  24, 1964 
May  26,1964 
June  8, 1964 
June  9, 1964 
July  8, 1964 
July  20,1964 
Sept.  8,1964 
Sept.  10, 1964 
do 

$1,  087, 900 
600,  000 
650,  000 
564,  950 
78,  250 
4,  500,  000 
650,  000 
780,  000 
2,  300,  009 
8,  200,  000 
2,  000,  000 
2,  500,  000 
325,  000 

150,  000 
400,  000 
100,  000 
15.  000,  000 
7,  500,  000 
2,  250,  000 
900,  000 
200,  000 

Kentucky 

Storm  and  floods 

Ohio  - .... 

.do.  - - _ 

Puerto  Rico  

Drought - - .. 

Virgin  Islands 

.do  . - - - _ - 

Montana  . 

Flooding  . 

Missouri  

Storm  and  floods  ...  . _ 

Nebraska 

do 

Florida 

Hurricane  Cleo.  . .. 

Do  - ..  . - 

Hurricane  Dora  . . 

Georgia.  

-do..  - . - _ 

Louisiana  . . 

Hurricane  Hilda 

Oct.  3, 1964 
Oct.  13,1964 

Nov.  4,1965 
Dec.  10,1964 
Dec.  18,1964 
Dec.  24,1964 
do 

North  Carolina 

Hurricane  Dora  and  hurricane 
Hilda. 

Hurricane  Hilda 

Georgia.  _ ... 

Triist  territory 

Typhoon  Louise 

Montana  . 

Snowstorm  . _ 

California... 

Storm  and  floods.. 

Oregon 

do 

Washington 

_do._  _ 

Dec.  29,1964 
Dec.  31,1964 
Jan.  18,1965 

Idaho - 

- -do 

Nevada.. 

do 

Total  allocations  for  disaster  assistance  (to  Mar.  11, 1965) 50,  736, 100 

3 percent  administrative  expense 1, 522, 000 

Balance  in  President’s  disaster  fund  as  of  Mar.  11, 1965 17, 965,  000 

Estimated  recoveries,  balance  of  year 2, 335,  000 

Total  available  through  June  30,  1965 20, 300, 000 


Required  for  disasters  this  fiscal  year  {from  Mar.  11, 1965) 


State 

Type  of  disaster 

Date  declared 

Estimated 

additional 

requirement 

Alaska  

Earthquake 

Mar.  28,1964 
June  9, 1964 
Sept.  10, 1964 
Dec.  18,1964 
Dec.  24,1964 
do . 

$30, 000, 000 
100,  000 

Montana 

Floods  ---  

Florida 

Hurricane  Dora 

100, 000 
100, 000 
7,  500,  000 
2,  500,  000 

Montana 

Snowstorm  

California.-  

Floods  - 

Oregon 

do 

Required  for  declared  disasters.-. $40, 300, 000 

Required  for  additional  disasters  during  fiscal  year  1965 5, 000, 000 

Total  required  for  remainder  of  fiscal  year  1965 45, 300, 000 

Total  available  through  June  30,  1965 —20, 300, 000 

Anticipated  shortage  in  fiscal  year  1965 25, 000, 000 

Total  supplemental  appropriation  requested 25, 000, 000 


44-864— 65— —20 
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Disaster  Relief 

HON.  DON  H.  CLAUSEN,  A REPRESENTATIVE  IN  CONGRESS  FROM 

THE  STATE  OF  CALIFORNIA 

Mr.  Thomas.  We  have  the  privilege  and  pleasure  of  having  with 
us  one  of  our  able  and  genial  members  of  the  great  California  dele- 
gation, Representative  Clausen.  We  understand  you  are  interested 
in  the  supplemental  request  of  the  Office  of  Emergency  Planning  for 
an  additional  $25  million  for  disaster  relief.  We  are  glad  to  have  you 
with  us. 

Mr.  Clausen.  Mr.  Chairman,  first  of  all  may  I take  this  op- 
portunity to  thank  you  and  the  members  of  this  Independent  Offices 
Appropriations  Subcommittee  for  giving  me  the  opportunity  to 
present  my  views  to  you.  It  is  most  important  in  my  opinion  to  seek 
this  opportunity. 

At  the  start,  I think  I should  point  out  that  I have  no  way  of 
determining  the  immediate  and  full  needs  of  the  Office  of  Emergency 
Planning.  The  estimate  made  by  the  President,  in  asking  for  $25 
million  in  supplementary  funds  for  OEP’s  operations  in  fiscal  1965, 
I presume,  is  as  accurate  and  full  an  estimate  as  can  be  made. 

I could  not  let  the  opportunity  pass,  however,  to  relate  to  you  my 
highest  esteem  for  the  Office  of  Emergency  Planning  and  the  prompt 
and  comprehensive  efforts  it  made  during  the  major  flood  disaster 
in  my  district  in  December  1964.  Within  the  limits  of  its  authority, 
OEP  has  done  everything  possible  to  alleviate  the  fiscal,  mental 
and  economic  suffering  of  thousands  of  my  constituents.  For  this, 
I am  deeply  grateful. 

It  is  my  hope  that  in  the  future,  provision  will  be  made  to  auto- 
matically trigger  aid  of  a much  broader  scope.  I think  it  is  obvious 
that  major  changes  are  needed  in  the  Federal  Disaster  Act,  and  I 
trust  that  the  proper  body  will  soon  propose  the  necessary  changes 
so  that  immediate  aid  wiU  be  available  in  the  event  of  disaster.  Going 
through  a national  calamity  is  bad  enough  without  those  involved 
and  their  representatives  having  to  “start  from  scratch”  each  time 
to  obtain  remedial  action  through  legislation. 

There  was  a special  act  of  Congress  to  help  the  recovery  from  the 
Alaskan  earthquake.  There  will  be,  it  is  my  fervent  hope,  a special 
act  of  Congress  to  help  the  Northwest  recover  from  the  chaos  of  the 
rampaging  December  floods,  but  until  proper  and  permanent  pro- 
vision is  made  to  cover  all  catastrophies,  we  must  rely  on  the  efforts 
of  the  Office  of  Emergency  Planning  and  provide  necessary  funds  for 
their  needs  as  they  arise.  Sometimes  a series  of  disasters  will  require 
a great  deal  of  money  in  a short  period  of  time.  At  other  times,  by 
the  grace  of  God,  there  may  be  little  need  for  disaster  relief  funds. 

The  press  of  the  Nation  gave  a fine  and  accurate  account  of  the 
west  coast  floods.  Rather  then  repeat  all  of  this  to  your  committee, 
I will  say  only  that  the  reports  were  accurate  and  that  great  benefit 
resulted  from  the  efforts  of  the  Office  of  Emergency  Planning.  I 
think  there  can  be  no  reason  to  deny  the  President’s  request  for  $25 
million  for  this  agency  and  I would  urge,  with  my  utmost  persuasive- 
ness, that  the  committee  so  grant  this  request. 

Thank  you  gentlemen,  for  giving  me  the  time  to  present  my  views. 
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Internal  Revenue  Service  Center,  Ogden,  Utah 

WITNESS 

HON.  WALLACE  F.  BENNETT,  A U.S.  SENATOR  FROM  THE  STATE 

OF  UTAH 

Mr.  Thomas.  Gentlemen,  we  have  the  distinguished  Senator  from 
Utah.  Senator,  we  understand  you  are  interested  in  the  IRS  center 
at  Ogden.  We  welcome  your  views  and  suggestions. 

Senator  Bennett.  The  Administration  has  wisely  requested  a sup- 
plemental appropriation  of  $4,506,000  to  construct  the  new  Internal 
Revenue  Service  Western  Service  Center  at  Ogden,  Utah.  Ordinarily 
I do  not  favor  supplemental  appropriation  requests,  preferring  the 
regular  appropriation  procedure,  unless  there  are  exceptional  circum- 
stances. Such  circumstances  are  present  with  respect  to  funds  for  the 
Ogden  Center. 

The  existing  Ogden  Service  Center  now  has  a staff  of  1,150  people 
and  is  scheduled  for  conversion  to  full  scale  Automatic  Data  Processing 
(ADP)  operation  on  January  1,  1967.  When  this  takes  place  the  peak 
staff  will  approximate  2,300  people.  It  is  just  not  possible  to  conduct 
this  type  of  operation  in  the  existing  quarters. 

To  meet  this  ambitious  but  necessary  schedule  the  new  Center  in 
Ogden  must  be  ready  for  occupancy  by  October  of  1966.  If  the  funds 
are  included  in  the  fiscal  year  1966  budget  instead  of  the  fiscal  year 
1965  Supplemental  Appropriation  bill  there  will  probably  be  a delay 
in  construction  of  several  months  which  would  make  it  most  unlikely 
that  the  Center  could  be  in  operation  by  the  target  date. 

The  Internal  Revenue  Service  is  anxious  to  maintain  its  present 
stepped-up  schedule  which  calls  for  having  all  taxpayers  under  the 
ADP  system  beginning  January  1,  1967.  If  the  Ogden  building  is 
not  finished  by  the  fall  of  1966,  it  will  not  be  possible  to  achieve  this 
objective.  The  full  benefits  of  the  ADP  system  cannot  be  achieved 
until  the  returns  of  all  taxpayers  throughout  the  country  are  intro- 
duced into  the  system.  This  is  so  because  the  system  is  based  on  a 
master  file  of  all  taxpayers,  maintained  at  the  National  Computer 
Center  in  Martinsburg,  W.  Va.,  into  w^hich  the  Ogden  Center  and  its 
six  sister  installations  wull  be  feeding  data. 

One  of  the  prime  objectives  of  the  system,  for  example,  is  to  provide 
a systematic  means  of  determining  whether  taxpayers  have  filed  the 
returns  required  of  them  under  the  Federal  tax  laws.  Until  such 
time  as  all  taxpayers,  including  those  residing  in  the  States  serviced 
by  the  Ogden  Center,  are  brought  into  the  system,  the  Internal  Rev- 
nue  Service  cannot  determine  with  positiveness  whether  a given  tax- 
payer has  failed  to  file  a return. 

The  architect  selected  for  the  building  will  have  his  final  working- 
drawings  completed  by  April  15.  This  will  enable  IRS  to  complete 
its  final  specifications  for  the  Center  so  that  it  can  be  placed  up  for 
bid  by  May  1 under  General  Services  Administration  plans.  There- 
after the  bid  openings  are  scheduled  for  about  June  1 and  the  final 
construction  contract  award  should  be  made  in  early  June. 

For  these  reasons  I respectfully  urge  the  committee  to  approve  the 
full  supplemental  request  of  $4, 506, 000. _ 

Mr.  Thomas.  Thank  you  very  much.  Senator.  Come  back  and 
see  us. 
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Internal  Eevenue  Service  Center,  Ogden,  Utah 

WITNESS 

HON.  LAURENCE  J.  BURTON,  A REPRESENTATIVE  IN  CONGRESS 
FROM  THE  STATE  OF  UTAH. 

Mr.  Thomas.  We  are  delighted  to  have  our  colleague,  Mr.  Burton, 
from  Utah.  V/e  note  you  are  interested  in  the  IBS  center  at  Ogden. 
We  are  happy  to  have  your  good  advice. 

Mr.  Burton.  Mr.  Chairman  and  members  of  the  committee,  the 
General  Services  Administration — with  the  full  approval  of  the  Bureau 
of  the  Budget — has  requested  $4,506,000  as  a supplemental  item  in 
the  Independent  Offices  Appropriation  bill  for  fiscal  1966. 

These  funds  will  be  used  in  connection  with  implementing  the 
accelerated  plans  for  the  center  which  were  approved  by  the  GSA  and 
the  Bureau  of  the  Budget  last  December. 

I wush  to  be  on  record  as  strongly  supporting  this  supplemental 
appropriation,  and  seek  ^mur  favorable  consideration  of  this  important 
item. 

Mr.  Thomas.  Thank  you,  Mr.  Burton.  Come  back  and  see  us. 

SUBCOMMITTEE  ON  DEPARTMENT  OF  DEFENSE  APPROPRIATIONS 
GEORGE  MAHON,  Chairman 

ROBERT  L.  F.  SIKES,  Florida  GLENARD  P.  LIPSCOMB,  California 
JAMIE  L.  WHITTEN,  Mississippi  MELVIN  R.  LAIRD,  Wisconsin 
GEORGE  W.  ANDREWS,  Alabama  WILLIAM  E.  MINSHALL,  Ohio 
DANIEL  J.  FLOOD,  Pennsylvania 
ALBERT  THOMAS,  Texas 

Tuesday,  March  9,  1965. 
DEPARTiSIENT  OF  DEFENSE  (MILITARY) 
Military  and  Civilian  Personnel  Pay  Increases 

WITNESS 

HON.  CHARLES  J.  HITCH,  ASSISTANT  SECRETARY  OF  DEFENSE 

Mr.  Andrew^s.  We  are  glad  to  have  back  with  us  our  old  friend. 
Assistant  Secretary  Hitch.  Mr.  Hitch  has  been  with  us  for  5 years 
now.  He  has  done  a grand  job. 

We  complimented  Secretary  McNamara  the  other  day  on  his  table 
22,  which  reflected  the  savings  that  have  occurred  over  the  past  4 years 
in  the  Defense  Department.  He  very  graciously  said  that  you  had 
been  one  of  the  contributing  factors  in  making  that  wonderful  state- 
ment reflected  on  table  22. 

We  are  glad  to  have  you  with  us,  Mr.  Hitch. 

Before  Secretary  Hitch  gives  his  statement  with  respect  to  the 
budget  for  fiscal  year  1966,  we  have  asked  him  to  present  a separate 
statement  on  the  pending  supplemental  estimate  for  pay  increases, 
both  military  and  civilian,  for  fiscal  year  1965. 

We  should  like  to  place  in  the  record  at  this  point  the  appropriate 
parts  of  pages  1,  2,  3,  8,  and  17  of  House  Document  98,  and  the 
Department’s  justification  material. 

(The  matter  referred  to  follows:) 
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[H.  Doc.  98,  89tli  Cong.,  1st  sess.] 

The  White  House, 
Washington,  March  2,  1965. 

The  Speaker  of  the  House  of  Representatives. 

Sir:  I have  the  honor  to  transmit  herewith  for  the  consideration  of  the  Congress 
proposed  supplemental  appropriations  and  provisions  for  the  fiscal  year  1965  in 
the. amount  of  $587,832,383  for  various  agencies  and  $9,866,900  for  the  District 
of;'.Columbia. 

The  details  of  these  proposed  supplemental  appropriations  and  pro\dsions, 
the  necessity  therefor,  and  the  reasons  for  their  submission  at  this  time  are  set 
forth  in  the  attached  letter  from  the  Director  of  the  Bureau  of  the  Budget,  vith 
whose  comments  and  observations  thereon  I concur. 

Respectfully  yours, 

Lyndon  B.  Johnson. 


Executive  Office  of  the  President, 

' Bureau  of  the  Budget, 

Washington,  D.C.,  February  27,  1965. 

The  President, 

The\White  House. 

Sir:  I have  the  honor  to  submit  herewith  for  your  consideration  proposed 
supplemental  appropriations  and  provisions  for  the  fiscal  year  1965  for  all  three 
branches  of  the  Federal  Government  and  for  the  District  of  Columbia.  The 
appropriations  and  provisions  are  required  because  of  pay  increases  granted  by 
recent  laws  and  administrative  actions  pursuant  to  law,  as  follows: 

The  act  of  August  12,  1964  (Public  Law  88-422),  increased  the  rates  of 
basic  pay  for  members  of  the  uniformed  ser\ices. 

The  act  of  August  14,  1964  (Public  Law  88-426),  increased  the  rates  of 
basic  compensation  of  certain  civilian  officers  and  employees  in  the  Federal 
Government. 

The  act  of  September  2,  1964  (Public  Law  88-575),  increased  the  salaries 
for  District  of  Columbia  policemen  and  firemen,  and  teachers,  school  officers, 
and  other  employees  of  the  Board  of  Education  of  the  District  of  Columbia. 

The  act  of  October  6,  1964  (Public  Law  88-631),  provided  retroactive 
salary  increases  for  certain  civilian  employees  of  the  Federal  Government 
and  of  the  District  of  Columbia  whose  compensation  is  fixed  by  adminis- 
trative action  pursuant  to  law. 

Actions  by  agency  heads  pursuant  to  law  granted  comparable  pay  increases 
to  employees  not  covered  by  the  above  laws. 

Actions  by  agency  heads  pursuant  to  law  (5  L'.S.C.  1082(7))  increased 
the  pay  of  so-called  wage  board  employees  in  line  with  prevailing  rates  for 
comparable  jobs  in  private  industry’. 

sf:  * :f:  * * 

The  cost  of  pay  increases  for  military  personnel  under  Public  Law  88-422  is 
estimated  at  $173.5  million,  of  which  $170.1  million  is  in  the  Department  of 
Defense.  Of  the  cost  to  the  Department  of  Defense  $72.1  million,  or  over  42 
percent,  will  be  met  from  available  funds.  Since  the  other  agencies  ha\dng  costs 
for  rnilitary  pay  increases  do  not  have  separate  appropriations  limited  to  the  pay 
of  military  personnel,  it  is  not  possible  to  identify  the  absorption  of  these  costs 
separately  from  that  of  other  elements  of  increased  pay  costs.  For  purposes  of 
comparison,  however,  it  is  assumed  that,  for  agencies  other  than  the  Department 
of  Defense,  the  percentage  absorption  for  militarv  pay  increases  is  the  same  as 
for  other  pay  increases  (35  percent),  and  the  amount  is  $1.2  million. 

The  total  cost  of  civilian  pay  increases  under  the  other  laws  cited  above  is 
estimated  at  $796.2  million.  Almost  $279  million,  or  35  percent,  of  the  total 
cost  will  be  met  from  available  funds  although  congressional  action,  such  as 
increasing  limitations  on  administrative  expenses  and  transferring  funds  between 
current  appropriations,  is  needed  to  make  this  possible. 

In  enacting  Public  Law  88-426,  the  Congress  included  a requirement  that 
10  percent  of  the  costs  of  the  title  I increases  for  the  executive  branch  is  to  be 
absorbed  within  funds  appropriated  for  fiscal  year  1965.  The  law  further  limits 
the  total  of  the  supplemental  appropriations  authorized  to  be  made  for  such  costs 
to  a total  of  $544  million,  the  amount  carried  in  the  1965  budget  for  civilian  pay 
increase  costs. 
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In  most  instances,  title  I costs  are  being  met  along  with  the  costs  of  other 
pay  increases  from  the  same  appropriation.  For  this  reason,  it  is  not  possible  to 
identify  separately  how  much  of  title  I costs  are  being  absorbed  within  available 
funds.  Therefore,  for  the  purpose  of  testing  compliance  with  the  law  the  amount 
of  the  absorption  must  be  assumed.  The  most  conservative  assumption  is  that 
the  costs  of  all  other  civilian  pay  increases  are  to  be  met  completely  from  presently 
available  funds  before  any  of  these  funds  are  applied  to  the  absorption  of  title  I 
costs.  Using  this  assumption,  $155  million  (24  percent)  of  title  I costs  for  the 
executive  branch  is  being  absorbed  and  slightly  less  than  $500  million  of  the 
supplemental  appropriations  is  being  requested  to  meet  these  costs.  It  is  clear 
that  this  request  for  supplemental  appropriations  meets  the  requirements  of  the 
law. 

A tabular  statement  summarizing  the  details  of  the  proposals  by  departments 
and  agencies  is  included  in  the  attachment. 

4=  ^ 

The  details  of  the  proposed  supplemental  appropriations  and  provisions  are 
set  forth  in  the  attachment  to  this  letter  and  I recommend  their  transmittal  to 
the  Congress  in  the  amounts  specified. 

Respectfully  yours, 

Kermit  Gordon, 
Director  of  the  Bureau  of  the  Budget. 

He  * ♦ ^ H«  * * 

Department  of  Defense — Military 

Military  personnel: 

“Military  personnel.  Navy”,  $29,000,000; 

“Military  personnel.  Marine  Corps”,  $9,500,000; 

“Military  personnel.  Air  Force”,  $59,500,000; 

Operation  and  maintenance: 

“Operation  and  maintenance.  Army”,  $43,910,000; 

“Operation  and  maintenance.  Navy”,  $34,122,000; 

“Operation  and  maintenance.  Marine  Corps”,  $1,621,000; 

“Operation  and  maintenance.  Air  Force”,  $47,716,000; 

“Operation  and  maintenance.  Army  National  Guard”,  $3,424,000; 

“Operation  and  maintenance.  Air  National  Guard”,  $1,552,000; 

“Court  of  military  appeals.  Defense”,  $49,000; 

* He  * ♦ He  * * 
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Department  of  the  Navy — Military  Personnel,  Navy 

Object  classification 


[In  thousands  of  dollars] 


Presently 

available, 

1965 

Revised 

estimate, 

1965 

Increase 

Direct  obligations; 

11.7  Personnel  compensation:  Militarv  personnel-  

2,121,427 
672, 778 
77,  559 
59, 371 
9,  046 
162,  526 
1,972 
321 

2, 150, 427 
672,  778 
77, 559 
59, 371 
9,046 
162,  526 
1,972 
321 

29,000 

12.1  Personnel  benefits,  military  personnel 

21.0  Travel  and  transportation  of  persons - 

22.0  Transportation  of  things 

25.1  Other  services . . 

26.0  Supplies  and  materials 

42.0  Insurance  claims  and  indemnities 

43.0  Interest  and  dividends 

Total  direct  obligations--  

3,105.  000 
35, 600 

3, 134,  000 
35, 600 

29, 000 

Reimbursable  obligations 

99.0  Total  obligations 

3,140,600 

3, 169, 600 

29‘;00b 

Program  and  financing 

[In  thousands  of  dollars] 


Presently 

available, 

1965 

Revised 

estimate, 

1965 

Increase 

Program  by  activites: 

Direct  program; 

1.  Pay  and  allowances  of  officers  

2.  Pay  and  allowances  of  enlisted ... 

3.  Pay  and  allowances  of  cadets  and  midshipmen 

4.  Subsistence  of  enlisted  personnel 

751, 620 
1,  935,  542 
9,  238 
239,  500 
166,  600 
2,  500 

764. 500 
1,  951.  200 

9,  700 

239. 500 
166,  600 

2,  500 

12, 880 
15,  658 
462 

5.  Permanent  change  of  station  travel 

6.  Other  military  personnel  costs 

Total  direct  obligations 

3, 105,  000 
35,  600 

3,134,  000 
35,  600 

29,000 

Reimbursable  program  (reimbursable  obligations) 

Total  obligations 

3, 140, 600 

-19,  700 

-15,  900 

-50,  000 
-10,  000 

3, 169,  600 

-19.  700 

-15,  900 

-50. 000 
-10,  000 

29, 000 

Financing; 

Receipts  and  reimbursements  from— 

Administrative  budget  accounts 

Non-Federal  sources  (5  U.S.C.  171m-l,  172d,  172d-l; 
10  U.S.C;  6086.7)  1 

Unobligated  balance  transferred  from— 

“Defense  stock  fund”  (78  Stat.  465) 

“Navy  stock  fund”  (78  Stat.  465) 

New  obligational  authority  fappronriation)... 

— 

3, 045,  000 

3,  074, 000 

29,000 

1 Reimbursements  from  non-Federal  sources  are  derived  from  sale  of  meals  and  clothing  to  service  members 


(10  U.S.C.  4621). 

In  thousands 

1965  presently  available $3,  105,  000 

1965  revised  estimate 3,  134,  000 


Increase 29,  000 


justification  of  supplemental  estimate 

The  additional  funds  are  requested  to  provide  for  the  part-year  costs  of  the 
military  pay  increases  effective  September  1,  1964.  These  increases  were  author- 
ized by  the  act  of  August  12,  1964  (Public  Law  88-422).  This  law  was  passed 
after  transmittal  of  the  1965  budget  estimates. 

Funding  estimates  have  been  prepared  using  the  latest  actual  experience  to 
date  and  our  latest  projection  of  personnel  strengths  for  the  remainder  of  fiscal 
year  1965.  These  estimates  indicate  that  27  percent  of  the  cost  of  the  pay 
increase  can  be  absorbed  within  the  appropriation.  Additional  funds  in  the 
amount  of  $29  million  are  required  for  the  balance.  ' 
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Department  of  the  Navy,  Military  Personnel,  Marine  Corps 

Object  classification 


[In  thousands  of  dollars] 


Presently 

available, 

1965 

Revised 

estimate, 

1965 

Increase  (-}-) 
or 

decrease  (— ) 

Dir^^et  obligatious: 

11.7  Personnel  compensation:  Mihtary  personnel 

All  other  . . __  

498,  691 
248, 309 

508, 191 
248.  309 

+9, 500 

Total  direct  obligations.  

747,  000 
8, 800 

756,  500 
8, 800 

4-9, 500 

Total  reimbursable  obligations 

Total  obligations 

755, 800 

765, 300 

4-9,  500 

Program  and  financing 

[In  thousands  of  dollars] 


— 

Presently 

available, 

1965 

Revised 

estimate, 

1965 

Increase  (4*) 
or 

decrease  (— ) 

Program  by  activities: 

Direct  program: 

1.  Pay  and  allowances  of  officers 

2.  Pav  and  allowances  of  enlisted  persormel 

3.  Pay  and  allowances  of  cadets 

4.  Subsistence  of  enlisted  personnel 

158, 300 
478,  548 
765 
65,  500 
43,  200 
687 

161, 000 
485, 300 
800 
65,  500 
43,  200 
700 

4-2, 700 
4-6. 752 
4-35 

5.  Permanent  change  of  station  travel 

6.  Other  military  personnel  coats 

I +13 

Total  direct  obligations 

747,  000 
8,800 

756,500 

8.800 

+9,  500 

Reimbursable  program 

Total  obligations 

755,800 

765, 300 

+9,  500 

Financing: 

Receipts  and  reimbursements  from: 

Administrative  budget  accounts 

-6, 996 
-1, 804 

-3. 000 
-3,  000 

-6, 996 
-1.804 

-3, 000 
-3, 000 

Non-Federal  sources  (10  U.S.C.  6087)  i 

Unobligated  balance  transferred  from: 

“Defense  stock  fund”  (78  Stat.  465) 

“Marine  Corps  stock  fund”  (78  Stat.  465) 

New  obfigational  authority 

741,  000 

750, 500 

+9,  500 

1 Reimbursement  from  non-Federal  sources  are  derived  from  sale  of  meals  and  clothing  to  service  members 
(10  U.S.C.  4621). 

Jn  thousands 


1965  presently  available $747,  000 

1965  revised  estimate 756,  500 

Increase 9,  500 


JUSTIFICATION  OF  SUPPLEMENTAL  ESTIMATE 

Uniformed  Services  Pay  Act  {Public  Law  88-422) 

To  provide  $9,500,000  for  the  part-year  costs  of  a military  pay  increase  as  set 
forth  in  Public  Law  88-422  approved  August  12,  1964. 

Generally,  Public  Law  88-422  increased  basic  pay  rates  by  2.5  percent.  How- 
ever, exceptions  were  made  for  personnel  with  less  than  2 years  service. 
Specifically,  officers  in  that  category  were  increased  more  than  2.5  percent  (about 
8 percent);  enlisted  personnel  with  less  than  2 years  service  received  no  increase. 

It  is  estimated  that,  as  of  this  date  (March  1965),  no  portion  of  the  estimated 
$9,500,000  can  be  absorbed.  For  comparison  purposes  the  following  information 
is  furnished:  the  original  1964  appropriation  of  $678,600,000  (Public  Lav/  88-149) 
was  augmented  by  a congressional  supplemental  of  $47  million  for  the  pay  raise 
effective  October  1,  1963;  of  the  total  $725,600,000  thus  made  available,  the 
unobligated  balance  was  just  $175,000  (pp.  3-6  of  the  1966  congressional  estimate 
for  this  appropriation  refers). 


308 


Department  of  the  Air  Force,  Military  Personnel,  Air  Force 
Object  classification 
[In  thousands  of  dollars] 


Presently 
available, 
fiscal  year 
1965 

Revised 
estimate, 
fiscal  vear 
1965 

Increase 

Direct  obligations: 

11. 7 Personnel  compensation:  Military  personnel 

12. 1 Personnel  benefits,  military  personnel- 

21. 0 Travel  and  transportation  of  persons 

3, 089, 929 
1, 002, 142 
127,946 
133,  054 
13, 974 
93,  669 
5 

3, 147, 672 
1, 003, 899 
127, 946 
133,  054 
13, 974 
93, 669 
5 

2,  705 
576 

+57, 743 
+1,  757 

22.0  Transportation  of  things 1 

25. 1 Other  services 

26.  0 Supplies  and  materials 

41.0  Grants,  subsidies,  and  contributions 

42. 0 Insurance  claims  and  indemnities 

43. 0 Interest  and  dividends 

2,  705 
576 

Total  direct  obligations 

4, 464,  000 
33, 000 

4,  523, 500 
33,  000 

+59, 500 

Reimbursable  obligations: 

Total  reimbursable  obligations 

Total  obligations 

4,497, 000 

4, 556, 500 

+59, 500 

Program  and  financing 
[In  thousands  of  dollars] 

Presently 
available, 
fiscal  year 
1965 

Revised 
estimate, 
fiscal  year 
1965 

Increase 

Program  by  activities: 

Direct  program: 

1.  Pay  and  allowances  of  officers 

2.  Pay  and  allowances  of  enlisted  personnel 

3.  Pay  and  allowances  of  cadets.  . _ . 

1,380,300 
2, 512, 900 
5, 300 
264, 500 
297,  500 
3, 500 

1,402,300 
2, 550, 400 
5,300 
264,  500 
297,  500 
3,500 

+22, 000 
+37,  500 

4.  Subsistence  of  enlisted  personnel 

5.  Permanent  change  of  station  travel 

6.  Other  military  personnel  costs 

Total  direct  obligations 

Reimbursable  program: 

Total  reimbursable  obligations 

4,464,000 
33, 000 

4,  523,  500 
33, 000 

+59, 500 

Total  obligations 

4, 497, 000 

4,  556,  500 

+59,  500 

rinancing: 

Receipts  and  reimbursements  from: 

Administrative  budget  accounts  (— ) 

Non-Federal  sources  (— ) (10  U.S.C.  9621) 

Unobligated  balance  transferred  from: 

“Air  Force  stock  fund”  (78  Stat.  465),  (aimual 
appropriation  acti  ( — ) 

-18, 000 
-15, 000 

-41,000 

-40,000 

-18,  000 
-15, 000 

-41, 000 
-40,000 

“Defense  stock  fund”  (78  Stat.  465),  (annual 
appropriation  act)  (— ).  . - 

New  obligational  authority  (appropriation) 

4, 383, 000 

4,442,500 

+59, 500 

Justification  of  Supplemental  Estimate  for  Fiscal  Year  1965 
Military  personnel,  Air  Force 


In  thousands 

Presently  available,  fiscal  year  1965 $4,  464,  000 

Revised  estimate,  fiscal  year  1965 4,  523,  500 


Increase. 


59,  500 
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PART  I.  PURPOSE  AND  SCOPE 

The  funds  requested  are  to  provide  for  the  increased  rates  of  basic  pay  for 
mihtary  personnel  which  resulted  from  Public  Law  88-422,  military  pay  increase, 
which  was  enacted  on  August  12,  1964,  and  effective  September  1,  i964. 


PART  II.  JUSTIFICATION  OF  FUNDS  REQUESTED 

The  funds  requested  are  for  the  following  purposes : 


Pay  and  allowances  of  officers $22,  000 

Pay  and  allowances  of  enlisted  personnel 37,  500 

Total  direct  obligations 59,  500 


Department  of  the  Army,  Operation  and  Maintenance,  Army 
Object  classification 
[In  thousands  of  dollars] 


Fiscal  year  1965 


Presently 

available 

Revised 

estimate 

Increase 

Personnel  compensation; 

11. 1 Permanent  positions 

$1, 390, 932 
26, 124 
837 
37,  741 

$1, 427, 460 
26, 124 
837 
37,  854 

$37, 428 

11. 3 Positions  other  than  permanent  . . . 

11. 4 Special  personal  service  payments 

11. 5 Other  personnel  compensation 

113 

Total  personnel  compensation 

1,  454,  734 

1,  492,  275 

37, 541 

Direct  obligations: 

Personnel  compensation 

1, 302,  250 
97,  301 
90,  634 
212, 061 
131. 112 
29,687 
413,  270 
178,  429 
43,  400 
866,  550 
67, 101 
1.352 
'300 

1, 339,  791 
99,864 
90, 634 
212,  061 
131, 112 

37.  541 
2,  563 

12.0  Personnel  benefits 

21. 0 Travel  and  transportation  of  persons 

22.  0 Transportation  of  things 

23,  0 Rent,  communications,  and  utilities 

24. 0 Printing  and  reproduction . . 

29,  687 
417, 076 
178, 429 
43, 400 
866,  550 
67, 101 
1,352 
300 

25. 1 Other  services 

3, 806 

25. 1 Labor  contracts  with  foreign  government  i 

25. 2 Services  of  other  agencies 

26. 0 Supplies  and  materials . . 

31.0  Equipment 

32.0  Lands  and  structures _ . .. 

41. 0 Grants,  subsidies,  and  contributions 

Total  direct  obligations 

3, 433,  447 
_669,873 

3, 477,  357 
669,  873 

43,  910 

Total  reimbursable  obligations . 

Subtotal . . 

4, 103, 320 
-50,  000 

4, 147,  230 
-50,  000 

43,  910 

Less  intrafund  obligations.  . . 

Total,  Department  of  the  Army... 

4,  053, 320 

4,  097,  231 

43, 910 

t Average  number  of  persons,  1965,  76,125. 
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Program  and  financing 

[In  thousands  of  dollars] 


Fiscal  year  1965 


Program  by  activities: 

Direct  program: 

1.  Operating  forces 

2.  Training  activities. . - 

3.  Central  supply  activities 

4.  Major  overhaul  and  maintenance  of  materiel 

5.  Medical  activities 

6.  Armywide  activities 

7.  Army  Reserve  and  ROTC 

Total  direct  obligations. 

Total  reimbursable  obligations 

Subtotal - 

Intrafund  obligations  

Total  obligations. 

Financing: 

Receipts  and  reimbursements  from — 

11  Administrative  budget  accounts: 

Military  assistance  orders 

Other  accounts.- 

13  Trust  fund  accounts 

14  N on-  Federal  sources 

21  Unobligated  balance,  start  of  year,  military  assistance 

orders  (69  Stat.  438) 

24  Unobligated  balance  available,  end  of  year,  military  as- 
sistance orders  (69  Stat.  438) 

New  obligational  authority 

New  obligational  authority: 

40  Appropriation 

41  Transferred  to— 

“Operation  and  maintenance,  Defense  agencies”  (31 

U.S.C.  581c(a)) 

“Operating  expenses,  Public  Buildings  Service,” 
General  Services  Administration  (78  Stat.  655) 

42  Transferred  from— 

“Operation  and  maintenance.  Navy”  (31  U.S.C. 

581c(a)) 

“Operation  and  maintenance.  Air  Force”  (31  U.S.C. 
581c(a)) 

43  Appropriation  (adjusted) 


Presently 

Revised 

Increase 

available 

estimate 

1, 146, 554 

1,153, 236 

6,682 

336,' 263 

339, 152 

2, 889 

858, 324 

873, 958 

15, 634 

267, 510 

270,965 

3,455 

170, 463 

173,021 

2.  558 

557,  501 

568, 325 

10, 824 

96, 832 

98,  700 

1,868 

3, 433, 447 

3,  477, 357 

43,910 

669, 873 

669,873 

4,103, 320 

4,147,230 

43,910' 

-50, 000 

-50, 000 

4, 053,320 

4, 097, 230 

43,910' 

-24, 500 

-24, 500 

-465,936 

-465,936 

-21, 131 

-21, 131 

-98,  272 

-98, 272 

-29, 089 

-29, 089 

19, 055 

19, 055 

3, 433, 447 

3, 477, 357 

43, 910 

3, 439, 000 

3, 482, 910 

43, 910' 

-5,  589 

-5,  589 

-592 

-592 

- - 

521 

521 

107 

107 

3,433,447 

3, 477, 357 

43, 910 
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JUSTIFICATION 

Civilian  pay  raise,  $43,910,000 

Additional  funds  in  the  amount  of  $43,910,000  are  required  in  fiscal  year  1965 
to  cover  the  cost  of  the  increase  in  the  graded  civilian  salary  rates  provided  by 
Public  Law  88-426,  “Federal  Employees  Salary  Act  of  1964,  ” dated  August  14, 
1964. 

Department  of  the  Navy,  Operation  and  Maintenance,  Navy 

Object  classification 


[In  thousands  of  dollars] 


Presently 

available, 

1965 

Revised 

estimates, 

1965 

Increase 

Direct  obligations: 

11  0 Personnel  compensation 

$718, 077 
57,  607 
24,  945 
1,193,314 
766,  075 
8, 696 
373, 952 

$741,  500 
59,  551 
24,955 
1,  200, 390 
767, 528 
8, 912 
373, 952 

+$28, 423 
+1, 944 
+10 
+7, 076 
+1,  453 
+216 

12. 0 Personnel  benefits 

24  0 Printingiand  reproduction  ..  .... 

25. 1 Other  services ...  

26.0  Supplies  and  materials 

91.0  Unvouchered ...  

All  other 

Total  direct  obligations 

3, 142, 666 

3, 176,  788 

+34, 122 

Reimbursable  obligations: 

11. 0 Personnel  compensation 

76, 156 
4, 896 
75 

199, 338 

76,  954 
4,  960 
75 

199, 338 

+798 

+64 

12. 0 Personnel  benefits 

91.0  Unvouchered 

All  other 

Total  reimbursable  obligations 

280, 465 

281, 327 

+862 

Subtotal ... 

3, 423, 131 
-52,865 

3, 458, 115 
-52, 865 

+34,  984 

Intrafund  obligations 

Total  nhligation.«! . . 

3,370,  266 

3, 405, 250 

+34, 984 
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Program  and,  financing 

[In  thousands  of  dollars] 


PROGRAM  BY  ACTIVITIES 

Direct  program; 

1.  General  expenses,  Navy  personnel.. 

2.  Weapons  and  facilities 

- 3.  Ships  and  facilities.. 

4.  Medical  care 

5.  Civil  engineering 

6.  Servicewide  supply 

7.  Servicewide  operations 

8.  Naval  petroleum  reserves. 

Total  direct  obligations 

Reimbursable  program; 

1.  General  expenses,  Navy  personnel.. 

2.  Weapons  and  facilities 

6.  Servicewide  supply. 

7.  Servicewide  operations.. 

All  other 

Total  reimbursable  obligations 

Subtotal.. 

Intrafund  obligations 

Total  obligations 

FINANCING 


Presently 

available, 

1965 


Revised 

estimates, 

1965 


Increase 


71,835 

73,603 

+1,768 

936, 340 

945, 751 

+9, 411 

1, 122, 275 

1,128,284 

- +6,009 

93, 064 

94, 037 

+973 

389,  085 

392, 823 

+3,738 

257, 430 

263, 330 

+5, 900 

267, 637 

273, 951 

+6,314 

5, 000 

5, 009 

+9 

3, 142,  666 

3, 176, 788 

+34, 122 

6, 314 

6,324 

+10 

118,  231 

118, 751 

+520 

23, 093 

23,239 

+146 

34, 006 

34, 192 

+186 

98,821 

98,821 

280, 465 

281, 327 

+862 

3,423,131 

3, 458, 115 

+34, 984 

-52, 865 

-52,865 

3, 370,  266 

3, 405,  250 

+34, 984 

Receipts  and  reimbursements  from — 

Administrative  budget  accounts : 

Military  assistance  orders 

Other  accounts 

Trust  fund  accounts 

Non-Federal  sources 

Unobligated  balance  available,  start  of  year,  military  assist- 
ance orders  (69  Stat.  438) 

Unobligated  balance  available,  end  of  year,  military  assistance 

orders  (69  Stat.  438) 

Unobligated  balance  lapsing 

New  obligational  authority 


New  obligational  authority; 

Appropriation 

Transferred  to  — 

“Operation  and  maintenance.  Army”  (31  U.S.C. 

581c(a)) 

“Operation  and  maintenance.  Air  Force”  (31  U.S.C. 

581c(a)) 

“Operation  and  maintenance.  Defense  agencies”  (31 

U.S.C.  581c(a)) 

“Research,  development,  test  and  evaluation.  Army” 

(10  U.S.C.  126) 

“Operating  expenses.  Public  Buildings  Service,” 
General  Services  Administration  (77  Stat.  436  and 

78  Stat.  655) 

“Operating  expenses,  Federal  Supply  Services,” 
General  Services  Administration  (5  U.S.C,  630e)  — 

Appropriation  (adjusted) 


-183,998 
-100 
-42, 168 

-336 


-1,000 
-184, 858 
-100 
-42, 168 


-2 

-860 


3, 142, 666 


3, 176,  788 


34, 122 


3, 144, 350 

3, 178,  472 

-521 

-521  . 

-400 

-400  . 

-308 

-308  . 

-280 

-280  . 

-175 

-175  . 

-f-34, 122 


3, 142,  ( 


3, 176,  788 


-1-34, 122 


Justification  for  Supplemental  Estimates  for  Civilian  Classified  Pay 
Raise,  Fiscal  Year  1965 


Operation  and  maintenance,  Navy 


In  thousands 

1965  presently  available $3,  142,  666 

1965  revised  estimate 3,  176,  788 


Increase. 


34,  122 
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JUSTIFICATION  OF  SUPPLEMENTAL  ESTIMATE 

The  proposed  supplemental  appropriation  is  to  provide  funds  to  cover  the  in- 
crease in  civilian  classified  employee  pay  rates  in  accordance  with  Public  Law 
88-426,  enacted  August  14,  1964.  The  increase  was  effective  retroactively  to  the 
beginning  of  the  fiscal  year. 


Department  of  the  Navy,  Operation  and  Maintenance,  Marine  Corps 


Object  classification 


[In  thousands  of  dollars] 


Presently 

available, 

1965 

Revised 

estimate, 

1965 

Increase 

Personnel  compensation: 

11 1 Permanent  positions 

82, 781 
225 
1,140 

84, 250 
227 
1,191 

1,469 

2 

51 

11  3 Positions  other  than  permanent 

11  5 Other  personnel  compensation 

Total  personnel  compensation 

84, 146 

85,  668 

1, 522 

Direct  obUgations:  Personnel  compensation 

12  0 Personnel  benefits - 

72, 822 
5, 403 
109, 674 

74, 344 
5,  502 
109, 674 

1,522 

99 

AU  other  . 

Total  direct  obligations 

Reimbursable  obUgations 

187, 899 
24, 995 

189,  520 
24, 995 

1,621 

Subtotal  - 

212, 894 
3,186 

214,515 

3,186 

1,621 

Less  intrafund  obUgations 

Total  obUgations 

209,  708 

211,329 

1,621 

Program  and  financing 


[In  thousands  of  dollars] 


Program  by  activities: 

Direct  program: 

1.  Training  and  operations 

2.  Depot  supply  system 

3.  Transportation  of  things 

4.  Marine  Corps  Reserve  training 

5.  Cataloging 

6.  Departmental  administration 

Total  direct  obUgations 

Reimbursable  program 

Subtotal 

Less  intrafund  obligations 

Total  obhgations 

Financing: 

Receipts  and  reimbursements  from  administrative  budget 

accounts 

Non- Federal  sources  i 

Unobligated  balance  available,  start  of  year:  MiUtary 
assistance  orders  (22  U.S.C.  1819) 

New  obhgational  authority 

New  obhgational  authority: 

Appropriation 

Transfers  to  “Operating  expenses,  Public  Buildings  Serv- 
ice,” General  Services  Administration  (77  Stat.  436,  78 
Stat.  655,  and  5 U.S.C.  630e) 

Appropriation  (adjusted) 


Presently 

Revised 

available. 

estimate, 

Increase 

1965 

1965 

121,  744 

122, 419 

675 

41, 298 

41, 823 

525 

8, 946 

8,  946 

4,  934 

4,  938 

4 

1,736 

1,807 

71 

9,241 

9,  587 

346 

187, 899 

189,  520 

1,621 

24,  995 

24,  995 

212,  894 

214, 515 

1,621 

3, 186 

3, 186 

209,  708 

211,329 

1,621 

-18,  509 

-18,  509 

-3,  200 

-3, 200 

-100 

-100 

187,  899 

189,  520 

1,621 

188, 000 

1 

189,  621 

1,  621 

1 

-101 

-101 

187,  899 

189,  520 

1, 621 

1 Reimbursements  from  non-Federal  sources  are  principahy  from  sales  of  surplus  U.S.  Government 
property  and  sales  of  goods  and  services  to  individuals,  including  laundry  services  and  unofficiai  telephone 
service  (10  U.S.C.  2481  and  7581;  70  Stat.  1105). 
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Operation  and  maintenance,  Marine  Corps 

In  thousands 


1965  presently  available $187,  899 

1965  revised  estimate 189,  520 

Increase 1,  621 


JUSTIFICATION  OF  SUPPLEMENTAL  ESTIMATE 


The  proposed  supplemental  appropriation  is  to  provide  funds  to  cover  the  in- 
crease in  civilian  classified  employee  pay  rates  in  accordance  with  Public  Law 
88-426,  enacted  August  14,  1964.  The  increase  was  effective  retroactively  to 
the  beginning  of  the  fiscal  year. 

Department  of  the  Air  Force,  Operation  and  Maintenance,  Air  Force 


Object  classijication 

[In  thousands  of  dollars] 


11.1 

11.3 

11.5 


12.0 
21. 0 
22.0 

23.0 

24.0 

25.1 

25.1 

25.2 
26.0 

31.0 

32.0 


Presently 
available, 
fiscal  year 


Revised 
estimate, 
fiscal  year 


Increase 


1965 


1965 


Personnel  compensation: 

Permanent  positions 

Positions  other  than  permanent 

Other  personnel  compensation 

Total  personnel  compensation 

Direct  obligations: 

Personnel  compensation 

Personnel  benefits 

Travel  and  transportation  of  persons 

Transportation  of  things 

Rent,  communications,  and  utilities 

Printing  and  reproduction 

Other  services 

Labor  contracts  with  foreign  governments  t 

Services  of  other  agencies 

Supplies  and  materials 

Equipment 


1, 652,  058 
903 
34,  290 


1,  696,  764 
915 
34, 290 


44,  706 
12 


1,  687, 251  1, 


731, 969 


44, 718 


1,  676,  249 

1,  720, 967 

134,  000 

136, 989 

150, 914 

150,914 

163,  233 

163,233  . 

385,  468 

385,468  . 

32,  467 

32,467  . 

718,  503 

718,503  . 

71,  283 

71,283 

119. 262 

119,262 

1,  035, 313 

1, 035, 313 

78,  423 

78, 423 

Lands  and  structures. 


41. 0 Grants,  subsidies,  and  contributions. 

42.  0 Insurance  claims  and  indemnities 

Subtotal 

95. 0 Quarters  and  subsistence  charges  (— ) 

Total  direct  obligations.. 

Reimbursable  obligations: 

Personnel  compensation 

12.  0 Personnel  benefits 

21. 0 Travel  and  transportation  of  persons. 

22.  0 Transportation  of  things 

23.  0 Rent,  communications,  and  utilities. 

24.  0 Printing  and  reproduction 

25.1  Other  services 

25. 2 Services  of  other  agencies 

26.  0 Supplies  and  materials 

31.0  Equipment 

Total  reimbursable  obligations 

Total,  Air  Force 

ALLOCATION  TO  ARMY 


2,  oil 
60 


2,  Oil 
60 


4,  567, 186 
-260 


4,  614, 893 
-260 


47, 707 


4,  566,  926 


4,  614,  633 


47, 707 


11, 002 


11, 002 


857 

857 

3,  753 

3, 753 

2, 827 

2, 827 

18,  079 

18, 079 

389 

389 

269,  471 

269, 471 

2, 382 

2, 382 

60, 501 

60,  501 

8, 273 

8,273 

377, 534 


377, 534 


4, 944, 460 


4,  992, 167 


47,  707 


Personnel  compensation: 

11. 1 Permanent  positions 

11. 5 Other  personnel  compensation.. 

Total  personnel  compensation. 
12, 0 Personnel  benefits 

Total,  Army 

Total  obligations 


192 

1 


193 

14 


207 


4,  944, 667 


200 

1 

201 

15 


216 


4, 992, 383 


8 


8 

1 


9 


47,  716 


Average  number  of  persons:  Fiscal  year  1964,  34,184;  fiscal  year  1965,  30,917;  fiscal  year  1966,  29,458. 
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Program  and  financing 


[In  thousands  of  dollars] 


program  by  activities: 

Direct  program: 

1.  Aircraft  fuel  and  oil 

2.  Logistical  support 

3.  Training  support - 

4.  Operational  support 

5.  Medical  support 

6.  Servicewide  support 

7.  Contingencies- — — 

Total  direct  obligations 

Reimbursable  program: 

1.  Aircraft  fuel  and  oil 

2.  Logistical  support — 

3.  Training  support 

4.  Operational  support 

5.  Medical  support 

6.  Servicewide  support — 

7.  Contingencies 

Total  reimbursable  obligations 

Total  obligations 

Financing: 

Receipts  and  reimbursements  from: 

-Administrative  budgets  accounts  (— ): 

MiUtary  assistance  orders 

Other  accounts 

Trust  fund  accounts  (— ) - 

Non- Federal  sources  (— ) i 

Unobligated  balance  available,  start  of  year: 

Military  assistance  orders  (69  Stat.  438) 

Other  reimbursable  orders  (67  Stat.  357) — 

Unobligated  balance  available,  end  of  year: 

Military  assistance  orders  (69  Stat.  438) 

Other  reimbursable  orders  (67  Stat.  357) 

New  obligational  authority 

Appropriation 

Transferred  to:  (— ) 

“Operation  and  maintenance,  Army”  (31  U.S.C. 

581c(a)) 

“Operating  expenses,  Public  Building  Services” 

General  Services  Administration  (77  Stat.  281) 

“Operation  and  maintenance.  Defense  agencies” 

(31  U.S.C.  581c(a)) 

“Military  personnel.  Air  Force”  (78  Stat.  205) 

Transfer  from: 

“Operation  and  maintenance.  Defense  agencies” 

(31  U.S.C.  581c(a)) 

“Operation  and  maintenance.  Navy”  (31  U.S.C. 

581c(a)) - 

Appropriation  (adjusted) 


1965 


1965 


presently 
available, 
fiscal  year 


revised 
estimates, 
fiscal  year 


471, 700 
1, 531, 707 
326,831 
1,600,237 
154,425 
478,883 
3,350 


471, 700 
1, 554, 100 
332,200 
1,611,699 
156, 500 
485,300 
3,350 


4, 567, 133 


4, 614, 849 


5,005 
223, 725 
16, 084 
101, 524 
24,758 
6, 438 


5, 005 
223, 725 
16, 084 
101, 524 
24, 758 
6, 438 


337, 534 

337,534  . 

4, 944,  667 

4, 992, 383 

-35, 000 

-35,000 

-292, 375 

-292,375  . 

-12,  570 

-12.  570 

-17, 782 

-17,782  . 

-4, 737 

-4,737  . 

-15, 070 

-15,070  . 

4,  567, 133 


4,  614, 849 


Increase 


22,393 

5,369 

11,462 

2,075 

6,417 


47,716 


47, 716 


47, 716 


4, 567, 500 

4, 615, 216 

47, 716 

-107 

-107 

-230 

-230 

-430 

-430 

400 


400 


4,  567, 133 


4, 614, 849 


47, 716 


Justification  of  Supplemental  Estimate  for  Fiscal  Year  1965 
Program  requirements 
[In  thousands] 


Fiscal  year 
1965  presently 
available 

Fiscal  year 
1965  revised 
estimate 

Increase 

Direct  obligations  

$4, 567, 133 
377, 534 

$4, 614, 849 
377, 534 

$47,  716 

0 

Reimbursable  obligations 

Tnt.ql  nhligfif.inTis  ... 

4,  944,  667 

4, 992,  383 

47, 716 

44-864 — 61 


21 
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PURPOSE  AND  SCOPE 

This  supplemental  estimate  provides  financing  for  increases  in  civilian  annual 
salaries.  These  result  from  enactment  of  legislation  subsequent  to  submission  of 
the  fiscal  year  1965  estimate. 

JUSTIFICATION  OF  FUNDS  REQUESTED 

Public  Law  88-426  “Federal  Employees  Salary  Act  of  1964”  enacted  August  14, 
1964,  resulted  in  salary  increases  for  classified  employees.  The  overall  additional 
cost  of  this  legislation  in  fiscal  year  1965  amounts  to  $44.7  million  for  personnel 
compensation  and  $3  million  for  mandatory  benefit  payments  (Federal  employees 
group  life  insurance,  civil  service  retirement  contribution,  etc.).  The  effective 
date  of  the  Air  Force  implementation  of  this  legislation  was  July  5,  1965.  The 
estimate  of  additional  funds  required  is  based  on  136,667  classified  civilian  man- 
years. 

Summary  of  requirements 


Program 

No. 

Title 

Presently 
available, 
fiscal  year 
1965 

Revised 
estimate, 
fiscal  year 
1965 

Increase 

410 

Aircraft  fuel  and  oil; 

Direct 

$471, 700 

$471, 700 

0 

Reimbursements 

5,005 

5, 005 

0 

Total 

476, 705 

476,  705 

0 

430 

Logistical  support: 

Direct - 

1, 531, 707 

1,  554, 100 

$22, 393 

Reimbursements — 

223, 725 

223, 725 

0 

Total 

1,  755, 432 

1,  777, 825 

22, 393 

440 

Training  support: 

Direct__  . 

326,831 

332, 200 

5,369 

Reimbursements 

16,  084 

16, 084 

0 

Total 

342, 915 

348, 284 

5, 369 

450 

Operational  support; 

Direct 

1, 600, 237 

1, 611, 699 

11,462 

Reimbursements  

101, 524 

101, 524 

0 

Total 

1, 701, 761 

1,  713, 223 

11,462 

470 

Medical  support: 

Direct - 

154, 425 

156, 500 

2,076 

Reimbursements 

24, 758 

24, 758 

0 

Total 

179, 183 

181, 258 

2,075 

480 

Servicewide  support: 

Direct 

478, 883 

485, 300 

6,417 

Reimbursements 

6,438 

6,438 

0 

Total 

485, 321 

491, 738 

6,417 

490 

Contingencies: 

Direct - 

3,350 

3,350 

0 

Reimbursements. . 

0 

0 

0 

Total 

3,350 

3, 350 

0 

Total: 

Direct 

4,567, 133 

4, 614, 849 

47, 716 

Reimbursements 

377, 534 

377, 534 

0 

Total 

4,944, 667 

4, 992,383 

47,716 
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Department  of  the  Armt,  Operation  and  Maintenance,  Army  National 

Guard 


Object  classification 

[In  thousands  of  dollars] 


Presently 
available, 
fiscal  year 
1965 

Revised 
estimate, 
fiscal  year 
1965 

Increase 

Personnel  compensation: 

1,027 

169 

1,082 

169 

55 

25 

25 

1,221 
142,  668 

1, 276 
14.5,  938 

55 

3, 270 

Total  personnel  compensation 

143, 889 

147, 214 

3,325 

Direct  obligations: 

11  Personnel  compensation 

143, 061 
5, 859 
2, 163 
2,980 
2, 575 
867 

146, 386 
5,  945 
2, 163 
2,980 
2.  575 
867 

3,325 

86 

12  Personnel  benefits.  

21  Travel  and  transportation  of  persons 

22  Transportation  of  things 

23  Rent,  communications,  and  utilities 

24  Printing  and  reproduction 

25  Other  services  _ 

8, 937 
241 

8,937 

254 

Services  of  other  agencies 

13 

26  Supplies  anfi 

19,789 
1, 528 

19,  789 
1, 528 

31  Equipment 

Total  direct  obligations 

188, 000 

191,424 

3,424 

Reimbursable  obligations- 

11  Personnel  compensation 

828 

828 

12  Personnel  benefits . 

24 

24 

22  Transportation  of  things 

28 

28 

25  Other  services  

75 

75 

Services  of  other  agencies  

Ofi  Snpplips  n.nd  mat.p.rials  

1, 045 

1,045 

Total  reimbursable  obligations 

2,000 

2, 000 

Total  obligations 

190,  000 

193, 424 

3,424 

Program  and  financing 

[In  thousands  of  dollars] 


Presently 
available, 
fiscal  year 
1965 

Revised 
estimate, 
fiscal  year 
1965 

Increase 

Program  by  activities: 

Direct  program: 

1.  Command  and  management 

2.  Training  activities 

1,958 
2,  682 
6,220 
14,  673 
128,  006 
34,  461 

2,030 
2,682 
6,220 
14,  673 
131,  248 
34,  571 

72 

3.  Materiel 

4.  Supplies  and  repair  parts 

5.  Services,  including  equipment  maintenance 

6.  Air  defense 

3, 242 

no 

Total,  direct  obligations 

188,  000 

191, 424 

3, 424 

Reimbursable  program: 

2.  graining  activities 

115 
10 
650 
1,  200 
25 

115 
10 
650 
1,  200 
25 

3.  Materiel  

4.  Supplies  and  repair  parts 

5.  Services,  induing  equipment  maintenance 

6.  Air  defense 

— 

Total,  reimbursable  obligations 

Total,  obligations 

2,000 

2,  000 

190,  000 

-1,980 

-20 

193,  424 

-1, 980 
-20 

3,424 

Financing: 

Advances  and  reimbursements  from  (— ): 

Other  accounts 

Non-Federal  sources  ^ 

New  obligation  authority,  appropriation 

188,  000 

191,424 

3,  424 

1 Reimbursements  from  non- Federal  sources  are  derived  from  commercial  carriers  for  property  lost  and/or 
damaged  in  transit  (31  U.S.C.  489a). 
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JUSTIFICATION 

Civilian  pay  raise,  $3,4^4,000 

Additional  funds  in  the  amount  of  $3,424,000  are  required  in  fiscal  year  1965 
to  cover  the  cost  of  the  increase  in  the  graded  civilian  salary  rates  provided  by 
Public  Law  88-426,  Federal  Employees  Salary  Act  of  1964,  dated  August  14,  1964. 

Department  op  the  Air  Force,  Operation  and  Maintenance,  Air  National 

Guard 

Object  classification 


[In  thousands  of  dollars] 


Presently 
available, 
fiscal  year 
1965 

Revised 
estimate, 
fiscal  year 
1965 

Increase 

Direct  obligations: 

11.4  Personnel  compensation:  Special  personal  service 
payments 

106,463 
4, 168 
2, 086 
3,369 
483 
41 

12,349 
48, 876 
54,692 
3, 473 

107,954 
4, 229 
2, 086 
3,369 
483 
41 

12, 349 
48,876 
54, 692 
3,472 

1,491 

61 

12.0  Personnel  benefits 

21. 0 Travel  and  transportation  of  persons..  ..  

22. 0 Transportation  of  things 

23. 0 Rents,  communications,  and  utilities 

24. 0 Printing  and  reproduction 

25. 1 Other  services . 

25. 2 Services  of  other  agencies 

26. 0 Supplies  and  materials 

31.0  Equipment ..  

Total,  direct  obligations 

236, 000 

237,  552 

1,552 

Reimbursable  obligations: 

25. 1 Other  services 

1, 140 
60 

1, 140 
60 

26. 0 Suppfies  and  materials 

Total,  reimbursable  obligations 

1,200 

1,200 

Total,  obligations 

237,200 

238,752 

1,552 

Program  and  financing 


[In  thousands  of  dollars] 


Presently 
available, 
fiscal  year 
1965 

Revised 
estimate, 
fiscal  year 
1965 

Increase 

Program  by  activities: 

Direct  program: 

1 Operation  of  ai^'^'i'aft 

47, 584 
33, 638 
154, 045 
598 
135 

47, 584 
33, 638 
155, 597 
598 
135 

2.  Logistical  support 

3 Training  support 

1,552 

4 ATfidip.al  .support  

5 Servicewide  support  

Total,  direct  obhgations 

236, 000 

237, 552 

1,552 

Reimbursable  program: 

3 Training  support 

1,200 

1,200 

Total,  reimbursable  obligations. 

1,200 

1,200 

Total,  obligations 

Financing: 

Receipts  and  reimbiusements  from — 

Administrative  budget  accounts  (— ) 

Non-Fpfif*rfil  Sonrofi  ( — ) 

237,200 

-1, 160 
-40 

238, 752 

-1, 160 
-40 

1, 552 

New  obligational  authority  (appropriation) 

236,  000 

237, 552 

1, 552 
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Justification  of  funds  requested 

In  thousands 

Total  request $1,  552 

This  supplemental  request  provides  for  an  increase  in  pay  not  currently  financed 
in  fiscal  year  1965.  The  increase  applies  to  the  ‘Classified”  air  technicians  whose 
rates  of  pay  are  established  by  the  Secretary  of  the  Air  Force  comparable  to  the 
rates  for  Federal  civil  service  employees.  The  increase  is  based  on  the  new  rates 
established  in  Public  Law  88-426,  Federal  Employees  Salary  Act  of  1964. 

Department  of  Defense,  Court  of  Military  Appeals,  Defense 

Object  classification 


[In  thousands  of  doUars] 


Presently 

available, 

1965 

Revised 

estimate, 

1965 

Increase, 

1965 

11 

Personnel  compensation:  Permanent  positions 

456 

502 

46 

12 

Personnel  benefits 

33 

36 

3 

21 

Travel  and  transportation  of  persons  _ . _ 

10 

10 

23 

Rent,  eommimications,  and  utilities 

7 

7 

24 

Printing  and  reproduction . 

3 

3 

25 

other  services - 

4 

4 

26 

Supplies  and  materials  _ 

11 

11 

31 

Equipment 

6 

6 

Total  obligations 

530 

579 

49 

Program  and  financing 
[In  thousands  of  dollars] 


Presently 

available 

Revised 

estimate 

Increase 

Program  by  activities:  Militar3’’  justice  (obligations) 

530 

579 

49 

Pinancing:  New  obligational  authority  (appropriation) 

530 

579 

49 

EXPLANATION  OF  SUPPLEMENTAL  ESTIMATE  FOR  FISCAL  YEAR  1965 


Forty-nine  thousand  dollars  is  required  to  adjust  the  rates  of  basic  compensa- 
tion of  the  judges  and  employees  of  the  Court  of  Military  Appeals  as  authorized 
by  Public  Law  88-426. 


Mr.  Andeews.  Will  you  tell  us  of  the  additional  needs  for  fiscal 
year  1965? 


Genekal  Statement 


Mr.  Hitch.  Thank  you,  Mr.  Chairman. 

It  is  a pleasure  to  be  back  before  your  committee  again. 

Mr.  Chairman,  members  of  the  committee,  on  March  2,  1965,  the 
President  transmitted  for  the  consideration  of  the  Congress  a request 
for  supplemental  appropriations  for  fiscal  year  1965  to  cover  part 
of  the  cost  of  pay  increases  for  military  and  civilian  personnel  approved 
last  year.  This  request  included  the  $230.4  million  for  the  Depart- 
ment of  Defense  which  is  shown  in  our  fiscal  year  1966  budget  as 
‘‘proposed  for  separate  transmittal.’^  I would  like  to  explain  briefiy 
this  additional  requirement. 
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A.  MILITARY  PERSONNEL  PAY  INCREASE 

Public  Law  88-422,  enacted  August  12,  1964,  increased  the  rates 
of  basic  pay  for  members  of  the  uniformed  services,  effective  September 
1,  1964.  This  pay  increase  was  enacted  after  action  on  our  fiscal 
year  1965  budget  request  was  near  completion  so  that  the  Defense 
Department  appropriations  for  fiscal  year  1965  do  not  include  pro- 
vision for  the  increase. 

Based  on  our  actual  experience  to  date  and  our  latest  projection  of 
military  strengths  for  the  remaining  months  of  fiscal  year  1965,  we 
have  computed  the  total  cost  of  this  pay  increase  to  be  $170.1  million. 
A careful  examination  of  the  requirements  for  financing  the  current 
fiscal  year  1965  military  manpower  programs  within  the  military 
personnel  appropriations  made  last  Augustlndicates  that  $72.1  million 
can  be  applied  toward  financing  the  pay  increase,  leaving  a balance 
of  $98  million  for  which  additional  appropriations  are  required.  The 
details  by  appropriation  account  are  shown  in  table  1. 

(The  table  follows:) 


Table  1. — Fiscal  year  1965  military  pay  increase  cost  analysis  and  financing  plan 


Appropriation 


Military  personnel,  Army 

Military  personnel,  Navy 

Military  personnel.  Marine  Corps 

Military  personnel.  Air  Force 

Reserve  personnel.  Army 

Reserve  personnel.  Navy 

Reserve  personnel.  Marine  Corps 

Reserve  personnel.  Air  Force 

National  Guard  personnel.  Army 

National  Guard  personnel.  Air  Force. 
Retired  pay,  Defense 

Total 


[In  thousands  of  dollars] 


Cost 

estimate 

To  be 
financed 
within 
available 
funds 

Additional 

appropriation 

requirement 

51, 680 
39,891 
9, 500 
59,  500 
2, 418 
1, 198 
254 
855 
2, 576 
729 
1,  509 

51,680 
10, 891 

29, 000 
9, 500 
59, 500 

2, 418 
1, 198 
254 
855 
2,  576 
729 
1, 509 

170,  no 

72,  no 

98, 000 

I wish  to  emphasize  that  the  military  services  were  not  required  to 
reduce  any  military  manpower  programs  to  permit  the  absorption  of 
part  of  the  pay  increase  cost.  Without  exception,  the  availability  of 
these  funds  stems  from  revisions  in  estimates  wholly  unrelated  to  the 
pay  increase.  For  the  Army,  the  Reserve  components,  and  retired 
pay  these  unrelated  changes  permit  us  to  finance  the  total  pay  in- 
crease without  additional  appropriations.  For  the  Navy  about  27 
percent  of  the  increase  can  be  financed  this  way.  However,  for  the 
Marine  Corps  and  Air  Force,  additional  appropriations  are  required 
for  the  entire  cost  of  the  pay  increase. 

B.  CIVILIAN  PERSONNEL  PAY  INCREASE 

Public  Law  88-426,  enacted  August  14,  1964,  increased  the  rates  of 
basic  compensation  for  civilian  personnel,  with  the  increase  effective 
retroactively  to  July  1,  1964.  The  Congress  included  a requirement 
that  10  percent  of  the  increased  pay  costs  be  absorbed  within  funds 
appropriated  for  fiscal  year  1965. 
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This  pay  increase  was  also  enacted  after  action  on  our  fiscal  year 
1965  budget  request  was  near  completion  so  that  the  Defense  De- 
partment appropriations  for  fiscal  year  1965  do  not  include  provision 
for  the  increase. 

The  total  estimated  fiscal  year  1965  cost  of  this  pay  increase  for  the 
Department  of  Defense  is  $186.9  million.  Of  this  total,  we  expect  to 
be  able  to  finance  $54.5  million  (or  29  percent)  with  available  appro- 
priations. Additional  appropriations  are  required  for  the  balance  of 
$132.4  million.  Table  2 shows  the  details  by  appropriation  account. 
(The  table  follows :) 

Table  2. — Fiscal  year  1965  civilian  pay  increase  cost  analysis  and  financing  plan 

[In  thousands  of  dollars] 


Appropriation 


Cost 

estimate 


To  be 
financed 
within 
available 
funds 


Additional 
appropria- 
tion require- 
ment 


Operation  and  maintenance,  Army 

Operation  and  maintenance,  Navy 

Operation  and  maintenance.  Marine  Corps 

Operation  and  maintenance.  Air  Force 

Operation  and  maintenance.  Defense  agencies 

Operation  and  maintenance.  Army  National  Guard 

Operation  and  maintenance,  Air  National  Gurad 

National  Board  for  the  Promotion  of  Rifle  Practice,  Army 

Court  of  Mihtary  Appeals,  Defense 

Procurement  of  equipment  and  missiles,  Army 

Procurement  of  aircraft  and  missiles.  Navy 

Shipbuilding  and  conversion.  Navy — 

Other  procurement.  Navy 

Research,  development,  test,  and  evaluation.  Army 

Research,  development,  test,  and  evaluation.  Navy 

Research,  development,  test,  and  evaluation.  Air  Force 

Research,  development,  test,  and  evaluation.  Defense  agencies. 

Military  construction.  Army. 

Mihtary  construction.  Navy 

Mihtary  construction,  Air  Force 

Mihtary  construction.  Defense  agencies 

Mihtary  construction.  Army  Reserve 

Militaryconstruction,  Air  Force  Reserve 

Mihtary  construction.  Air  National  Guard 

Famhy  housing.  Defense 

Civil  defense 

Mihtary  assistance — 

Total 


43,910 
34, 122 
1, 621 
47, 716 
14, 344 
3, 424 
1, 552 
7 
49 
4, 065 
1,083 
2, 335 
1, 186 
8, 161 
9, 207 
7,487 
725 
785 
822 
1, 188 
28 
38 


14, 344 


7 


43,910 
34, 122 
1. 621 
47, 716 


3,424 
1, 552 


49 


4,  065 
1,  083 
2, 335 
1,186 
8, 161 
9, 207 
7, 487 
725 
785 
822 
1, 188 
28 
38 


18 

21 

217 

771 

2,014 


18 
21 
217 
771 
2, 014 


186,896 


54,  502 


132,394 


In  the  operation  and  maintenance  appropriation  of  each  military 
service,  the  Army  National  Guard  and  the  Air  National  Guard,  and 
in  the  appropriation  for  the  Court  of  Military  Appeals,  additional 
appropriation  is  needed  in  the  full  amount  of  the  increased  pay  costs 
($132.4  million).  The  requirements  originally  provided  for  in  these 
accounts  together  with  net  inci^ases  necessitated  by  military  require- 
ments and  other  statutory  requirements  at  least  equal  the  savings  we 
have  been  able  to  achieve. 

In  each  of  the  several  other  appropriation  accounts  which  finance 
civilian  pay  costs  we  are  able  as  a result  of  revisions  in  estimates  to 
finance  all  of  the  increased  pay  costs  ($54.5  million)  with  availabie 
appropriations.  Principally,  these  revisions  stem  from  the  stringent 
review  recently  completed  in  the  formulation  of  our  fiscal  year  1966 
budget,  together  with  the  results  of  management  improvement  pro- 
grams such  as  that  for  cost  reduction. 

That  completes  my  statement,  Mr.  Chairman. 
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Mr.  Andrews.  In  other  words,  this  request  is  just  based  on  the 
mathematics.  The  amount  of  the  pay  increase,  the  number  of 
servicemen  and  the  number  of  civilian  employees? 

Mr.  Hitch.  Yes,  sir. 

Mr.  Andrews.  In  order  to  meet  the  need  for  the  increased  cost 
for  service  people 

Mr.  Hitch.  ¥/e  need  $98  million. 

Mr.  Andrews.  It  is  $170.1  million. 

Mr.  Hitch.  The  total  cost  is  that.  We  absorbed  $72.1  million. 

Mr.  Andrews.  For  the  civilian  employees — your  cost  is  how  much? 

Mr.  Hitch.  The  total  cost  for  civilian  employees  is  $186.9  million, 
of  which  we  absorbed  $54.5  million,  leaving  a net  requirement  of 
$132.4  million. 

Mr.  Andrews.  You  ask  for  new  money,  supplemental  appropria- 
tions, in  the  amount  of  $230.4  million? 

^ Mr.  Hitch.  That  is  correct,  sir.  That  is  in  total  for  military  and 
civilian. 

Mr.  Andrews.  But  the  total  cost  for  the  pay  increase  incident  to 
Public  Law  88-426  and  Public  Law  88-422,  is  $357  million? 

Mr.  Hitch.  That  is  correct. 

Mr.  Andrews.  Mr.  Lipscomb,  have  you  any  questions? 

savings  result  from  unrelated  program  changes 

Mr.  Lipscomb.  Yes. 

Mr.  Hitch,  when  you  are  discussing  military  personnel  increases 
you  say,  ^Without  exception  the  availability  of  these  funds  stems 
from  revisions  in  estimates  wholly  unrelated  to  pay  increases.” 

Mr.  Hitch.  Yes. 

Mr.  Lipscomb.  What  does  that  mean? 

Mr.  Hitch.  That  means  we  did  not  say  ‘‘There  is  a pay  increase, 
here.  We  must  look  for  something  we  can  cut  down  in  order  to 
absorb  the  pay  increase.” 

That  is,  all  of  the  reductions  in  the  program  that  made  it  possible 
for  us  to  absorb  part  of  the  military  pay  increase  were  made  for 
reasons  that  had  nothing  to  do  with  the  pay  increase. 

Mr.  Lipscomb.  What  were  the  unrelated  items? 

Military  Personnel  Savings 

Mr.  Hitch.  I am  afraid  the  most  important  is  lag  in  recruit- 
ment in  some  of  the  services.  And  in  the  case  of  the  Army,  the 
most  important  by  far  was  the  decision  to  disband  the  test  air  assault 
division  before  the  end  of  the  fiscal  ye^r.  Our  original  plan  had  been 
to  carry  the  test  air  assault  through  to  the  end  of  the  fiscal  year. 
The  Army  decided  the  tests  were  completed,  they  did  not  need  it 
any  longer,  so  we  are  disbanding  it  this  spring.  This  results  in  a 
substantial  saving  m the  appropriation  “Military  Personnel,  Army.” 

Mr.  Lipscomb.  Would  those  two  examples  make  up  the  bulk  of 
the  areas  where  you  obtained  the  funds? 

Mr.  Hitch.  They  make  up  the  bulk  of  the  area  in  the  case  of 
military  personnel. 
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Civilian  Personnel  Savings 

Mr.  Lipscomb.  In  the  other  civilian  personnel  pay  increases,  it  is 
just  the  result  of  the  review  that  you  made. 

Mr.  Hitch.  That  is  a result  of  the  very  stringent  review  we  made 
in  connection  with  the  preparation  of  the  fiscal  year  1966  budget. 
We  carefully  examined  all  of  the  requirements  in  fiscal  year  1965 
and  the  prior  year  programs  and  made  some  substantial  reductions 
in  those  programs,  as  will  be  apparent  from  the  statement  that  I 
am  going  to  present  on  the  fiscal  year  1966  budget. 

Mr.  Lipscomb.  Thank  you,  Mr.  Chairman. 

SUBCOMMITTEE  ON  TREASURY,  POST  OFFICE,  AND  EXECUTIVE 
OFFICE  APPROPRIATIONS 

TOM  STEED,  Oklahoma,  Chairman 
OTTO  S.  PASSMAN,  Louisiana  SIDNEY  R.  YATES,  Illinois 
JOSEPH  P.  ADDABBO,  New  York  SILVIO  0.  CONTE,  Massachusetts 
JEFFERY  COHELAN,  California  HOWARD  W.  ROBISON,  New  York 

]VL\ech  11,  1965. 

POST  OFFICE  DEPAETMENT 

WITNESSES 

FREDERICK  C.  BELEN,  DEPUTY  POSTMASTER  GENERAL 
WILLIAM  M.  McMillan,  assistant  postmaster  general,  bu- 
reau OF  OPERATIONS 

RALPH  W.  NICHOLSON,  ASSISTANT  POSTMASTER  GENERAL,  BU- 
REAU OF  FINANCE  AND  ADMINISTRATION 
A.  C.  HAHN,  DEPUTY  ASSISTANT  POSTMASTER  GENERAL  FOR  FIELD 

OPERATIONS,  BUREAU  OF  OPERATIONS 
CLARENCE  N.  BRUCE,  ASSISTANT  CONTROLLER  FOR  BUDGET  AND 

REPORTS,  BUREAU  OF  FINANCE  AND  ADMINISTRATION 

Mr.  Steed.  The  committee  will  be  in  order. 

The  committee  is  in  session  this  afternoon  to  consider  the  supple- 
mental requests  for  fiscal  year  1965  submitted  by  the  Post  Office  De- 
partment as  contained  in  House  Document  !Mo.  98.  The  first  item 
is  “Administration  and  regional  operation,”  and  the  request  is  for 
$1,941,000  to  be  derived  by  transfer  from  the  appropriation  for  “Plant 
and  equipment,”  fiscal  year  1965. 

The  second  item  is  “Operations,”  and  the  request  is  for  $207,773,000 
of  which  $4,059,000  shall  be  derived  by  transfer  from  the  appropria- 
tion for  “Plant  and  equipment.” 

Justifications  of  the  Estimates 

We  shall  insert  the  justifications  at  this  point  in  the  record. 

(The  justifications  follow:) 


Pay  cost  1965,  Public  Law  8S~426,  approved  Aug.  I4,  1964 — Effective  dates:  Departmental  {GS),  July  5,  1964;  field  (PFS),  July  4,  1964 
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l! 

I; 


1 Proposed  transfers  from  “Plant  and  equipment.”  * Transferred  from  “Transportation.” 

2 Includes  $7,000,000  transferred  from  “Transportation.” 
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II.  ABSOEPTION  BY  ADMINISTEATION  ACTION 


{a)  Adminstration  and  regional  operation $2,000,000 

(6)  Researcli,  development,  and  engineering 156,  0(K) 

(c)  Operations  (1)  $7,000,000  of  this  was  transferred  from  Trans- 
portation  10,  000,  OOO 

{d)  Facilities  (1)  All  by  transfer  from  Transportation 476,000 


Total 12,632,000 


TTT.  ABSOEPTION  AFTEE  CONGEESSIONAL  ACTION  TO  WAIVE 
5 PEECENT  LIMIT  ON  TEANSFEES 

{a)  Administration  and  regional  operation  (1)  From  Plant  and 


Equipment 1,  941, 000 

(&)  Operations  (1)  From  Plant  and  Equipment 4,059,000 

Total 6,  OOO,  000 

Grand  total  absorption 18,  632,  000 


Administration  and  Regional  Operation,  1965 

Analysis  of  additional  funds  required  for  salary  increases  under  PuMic  Laio 

88-426 


Annual  appropriation  1965 $85,  500,  000 

Estimated  obligations 87,  441,  000 


Additional  amount  required  for  pay  increases  1965  (pro- 
posed transfer  requiring  congressional  action  from  Plant 
and  Equipment) 1,  941,  000 

Public  Lavv’  88-426  approved  August  14,  1964,  provided  salary  increases 
for  Federal  executives,  general  schedule,  and  postal  field  service  personnel 
paid  from  this  appropriation.  The  total  increased  salaries  and  related  em- 
ployee benefits  is  estimated  to  be  $3,941,000.  It  is  estimated  that  $2  million 
of  this  cost  can  be  absorbed  within  current  available  funds.  It  is  proposed  to 
absorb  the  remaining  cost  of  $1,941,000  by  transfer  from  the  “Plant  and 
equipment”  appropriation. 

The  estimated  costs  of  the  salary  increases  were  developed  by  determining 
the  percentage  increase  in  total  annual  salaries  of  employees  on  the  rolls  at 
the  time  of  conversion  to  the  new  salary  rates.  The  additional  amounts  included 
for  salary  increases  were  calculated  by  use  of  the  percentage  increase  thus 
obtained.  The  additional  cost  included  in  this  estimate  is  for  approximately  99 
percent  of  the  year  in  which  the  new  salaries  will  be  effective.  Public  Law 
88-426  provided  an  average  salary  increase  of  $520  (5.1  percent)  in  this  appro- 
priation effective  July  4,  1964,  for  postal  field  service  personnel  and  July  5, 


1964,  for  headquarters  personnel. 

The  total  increase  of  $3,941,000  is  analyzed  as  follows : 

Salary  obligations  increase $3,  689,  000 

Group  life  insurance,  retirement  contribution,  social  security  taxes, 

etc- 252,  000 


Total 3,  941,  000 

Absorption  by  administrative  action — 2,  000,  000 


Net  additional  requirement 1,  941,  000 
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Opeeations,  1965 

Analysis  of  additional  funds  required  for  salary  increases  under  Pul>lio  Law 


88-426 

Annual  appropriation,  1965 $4, 020,  000,  000 

Estimated  obligations 4,  234,  773,  000 


Additional  amount  required  for  pay  increases,  1965 214,  773, 000 


Administrative  transfer  from  transportation 7,  000,  000 

Proposed  supplemental  appropriation 203,  714,  000 

Proposed  transfer  requiring  congressional  action  from  Plant  and 

Equipment 4,  059,  000 


The  total  estimated  cost  of  salary  and  other  increases  under  this  appropria- 
tion in  fiscal  year  1965  amounts  to  $217,773,000.  It  is  estimated  that  $3  million 
of  this  cost  can  be  absorbed  within  currently  available  funds  in  this  appropria- 
tion, leaving  a net  additional  requirement  of  $214,773,000.  Of  this  cost,  $7  mil- 
lion is  to  be  absorbed  by  administrative  transfer  from  the  “Transportation” 
appropriation  and  $4,059,000  by  proposed  transfer  from  the  “Plant  and  equip- 
ment” appropriation,  leaving  a net  supplemental  request  of  $203,714,000. 

These  estimates  have  been  developed  for  each  salary  account  by  determining 
the  percentage  increase  in  total  annual  salaries  of  employees  on  the  rolls  at  the 
time  of  conversion  to  the  new  salary  rates  provided  in  Public  Law  88-426,  in- 
cluding the  estimated  effect  of  the  shorter  waiting  periods  required  for  within- 
grade  step  increases  for  some  employees.  The  additional  amounts  included  for 
salary  increases  were  determined  by  use  of  percentage  increases  applicable  to  the 
new  rates  for  each  account  for  approximately  99  percent  of  the  year  the  new 
rates  will  be  in  effect.  Public  Law  88-426  provided  an  average  salary  increase 
of  $373  (5.7  percent)  in  this  appropriation  effective  July  4,  1964. 

The  total  increase  of  $217,773,000  is  analyzed  as  follows ; 

Public  Law  88-426 : 


Salary  obligations  increase $204, 104,  000 

Increase  in  employee  benefits  for  life  insurance,  retirement 

contributions,  social  security  taxes,  etc 13,  369,  000 


Subtotal 217,  473,  000 

Increase  in  fees  for  delivery  of  special  delivery  articles 300,  000 


Total 217,  773,  000 

Absorption  by  administrative  action —3,  000, 000 


Net  additional  requirement 214,  773,  000 


Mr.  Steed-  We  liave  witli  us  this  afternoon,  from  the  Post  Office 
Department,  Frederick  C.  Belen,  Deputy  Postmaster  General;  Wil- 
liam McMillan,  Assistant  Postmaster  General,  Bureau  of  Operations ; 
Kalph  ISTicholson,  Assistant  Postmaster  General,  Bureau  of  Finance 
and  Administration ; Mr.  Hahn,  Deputy  Assistant  Postmaster  General 
for  Field  Operations,  Bureau  of  Operations;  and  Mr.  Clarence  Bruce, 
Assistant  Controller  for  Budget  and  Keports,  Bureau  of  Finance  and 
Administration. 

Gentlemen,  we  are  very  pleased  to  have  you  here  today  to  discuss 
these  two  items  with  us. 

Mr.  Belen,  you  may  proceed. 

General  Statement  of  Deputy  Postmaster  General 

Mr.  Belen.  Thank  you,  Mr.  Chairman.  We  are  very  appreciative 
of  being  here.  I might  add,  this  morning  I appeared  before  Senator 
Monroney  in  the  Senate.  He  was  looking  into  mail  and  helicopter 
service,  which  are  pertinent  issues. 
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While  I am  not  authorized  to  say  so,  I might  add  that  he  paid  some 
very  fine  compliments  to  you. 

Mr.  Steed.  Any  time  I get  any  kind  comments  from  my  senior  Sen- 
ator I am  very  appreciative. 

Mr.  Belen.  The  Postmaster  General  is  very  concerned  about  the 
particular  action  that  is  before  you  today.  Pie  regrets  he  could  not 
be  here  himself  personally  although  he  did  discuss  some  of  these  points 
when  he  was  here  during  the  1966  budget  hearings. 

We  do  regret  this  comes  into  the  congressional  area  in  a rush  period 
and  we  didn’t  get  it  over  sooner.  This  was  due  to  mechanical  work- 
iugs  over  which  we  have  no  control. 

We  have  with  us  the  officials  you  named,  Mr.  Chairman,  and  this 
concerns  the  increased  costs  of  our  Department  as  a result  of  the  last 
year’s  salary  adjustments.  We  are  absorbing  a substantial  part  of 
this  increase  which  does  not  appear  very  clearly  on  the  record. 

I think  this  is  a significant  point.  As  you  know,  the  1965  appro- 
priation was  based  on  an  estimated  2.8  percent  increase  in  mail  volume. 
Actually,  volume  is  running  4 percent  or  a little  over.  Under  normal 
circumstances,  we  might  very  well  still  have  to  come  for  a supple- 
mental just  on  that  higher  volume.  We  are  absorbing  about  $15 
million  of  this  volume  increase,  and  about  the  same  amount  of  the  pay 
costs. 

I mention  that  because  I know  we  were  under  strong  pressure  to 
absorb  as  much  as  we  could.  We  started  off  right  when  the  salary 
legislation  was  passed.  We  called  in  all  Directors  and  said,  “We 
must  show  good  faith  by  following  the  principles  that  Congress  set 
I up.” 

I have  Mr.  Nicholson  with  me  and  he  has  a statement  about  the 
k details  and  is  familiar  with  the  pay  problem.  Mr.  Nicholson  is  the 
Assistant  Postmaster  General  in  the  Bureau  of  Finance  and  Admin- 

I istration. 

Mr.  Steed.  Mr.  Nicholson. 

General  Statement  of  Assistant  Postmaster  General 

Mr.  Nicholson.  I have  a short  statement  I would  like  to  read. 

The  estimate  for  additional  pay  costs  for  the  current  fiscal  year 
authorized  by  Public  Law  88-426,  approved  August  14,  1964,  is  $222,- 

II  346,000.  This  cost  covers  virtually  the  entire  fiscal  year  as  the  bill 
is  retroactive  to  July  5,  1964,  for  the  departmental  people  at  head- 

II  quarters  and  to  July  4, 1964,  for  the  field  service.  We  have  submitted 
a supplemental  request  for  $203,714,000  and  we  will  absorb  the  bal- 
ance of  $18,632,000. 

The  bill  provides  for  an  overall  salary  increase  of  approximately 
I 5.7  percent.  The  estimate  submitted  by  the  Post  Office  Department  is 
! based  on  the  application  of  the  new  pay  scales  to  the  actual  number 
of  employees  on  the  rolls  at  that  time.  This  percentage  was  then 
used  upon_  which  to  base  the  estimate  for  the  entire  year. 

“Administration  and  regional  operation”:  The  estimated  pay  cost 
is  $3,941,000.  By  delaying  the  filling  of  vacancies,  particularly  in 
: the  regional  offices,  we  plan  to  absorb  $2  million  of  this  cost.  The 
I remaining  $1,941,000  will  be  derived  by  transfer  from  the  “Plant  and 
I equipment”  appropriation.  This,  of  course,  will  require  legislation 
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as  we  are  limited  to  a transfer  into  this  appropriation  of  not  to  exceed 
$1  million.  Provision  is  made  for  this  waiver  in  the  pending  supple- 
mental request. 

“Research,  development,  and  engineering” : The  additional  cost  for 
these  personnel  is  $156,000.  All  of  this  will  be  absorbed  out  of  funds 
presently  available. 

“Operations”:  An  increase  in  pay  cost  for  “Operations,  field  em- 
ployees” is  estimated  at  $217,773,000.  We  are  asking  for  a supple- 
mental appropriation  of  $203,714,000.  The  balance  of  $14,059,000 
will  be  absorbed.  Of  this  amount,  $3  million  will  be  a direct  absorp- 
tion from  the  “Operations”  appropriation ; $7  million  has  been  derived 
by  transfer  from  “Transportation” ; and  the  remainder  of  $4,059,000 
will  be  by  transfer  from  “Plant  and  equipment.”  This  latter  transfer 
will  require  legislation  as  it  exceeds  the  5 -percent  limitation  on  trans- 
fers authorized  in  our  appropriation  language.  The  proposed  bill 
includes  language  to  provide  for  this  transfer. 

“Facilities” : The  additional  cost  of  $476,000  for  “Facilities  person- 
nel” has  been  covered  by  an  administrative  transfer  from  “Trans- 
portation” under  our  existing  authority. 

Section  125(a)  of  the  pay  law  provides  that  the  executive  branch 
of  the  Government  will  absorb  not  less  than  10  percent  of  the  addi- 
tional cost  of  these  employees  covered  by  title  I.  This  requirement 
is  being  met. 

Our  supplemental  request  for  $203,714,000  as  compared  with  actual 
cost  of  $222,346,000  is  an  absorption  of  $18,632,000  or  8.4  percent.  This 
absorption  was  arrived  at  as  the  maximum  possible  after  careful  study 
of  each  appropriation  in  the  light  of  7 months  actual  experience  and 
the  outlook  for  the  remainder  of  the  year. 

Our  workload,  depending  as  it  does  on  actions  of  the  public  rather 
than  on  actions  that  we  can  control,  is  increasing  at  a higher  rate  than 
forecast.  Our  budget  for  1965  is  based  on  a 2.8  percent  increase,  but 
for  the  year  to  date  we  have  experienced  a 4 percent  increase. 

As  a result  operating  funds  are  very  tight.  We  were  able  to  make 
some  absorption  directly  in  the  operations  appropriation  only  because 
we  saved  an  estimated  $3  million  by  treating  Saturday,  December  26, 
as  a holiday. 

We  are  making  every  effort  to  control  costs  in  this  appropriation  as 
evidenced  by  our  use  of  only  a 1.3  percent  increase  in  paid  man-hours 
to  handle  the  4 percent  volume  increase  received  through  the  end  of 
January.  We  have  pared  our  estimates  for  the  remainder  of  the  year, 
to  the  lowest  possible  level  so  as  to  provide  maximum  absorption  of  the 
increased  pay  costs. 

I do  not  know  how  any  further  absorption  can  be  made  without 
impairment  or  curtailment  of  service  and  respectfully  request  the 
supplemental  appropriation  of  $203,714,000  for  the  operations  appro- 
priation. 

Fiscal  year  1966  absorption:  The  Department’s  budget  estimates 
for  1966  reflect  a carry  forward  of  $9,632,000  of  the  pay  increase  ab- 
sorption to  be  achieved  in  1965.  ; 


329 


There  was  a $9  million  plus  absorption  already  in  the  1966  budget 
when  we  gave  it  to  you.  The  table  I believe  you  have  before  you 
itemizes  the  absorption  showing  the  $9,632,000  that  would  be  carried 
forward  in  1966. 

The  remaining  $9  million  obtained  in  1965,  by  transfer  from  the 
Plant  and  Equipment  appropriation,  has  been  restored  to  our  1966 
request  for  our  capital  program. 

TRANSFEES  FROM  PLANT  AND  EQUIPMENT 

Mr.  Steed.  You  asked  for  two  transfers  totaling  $6  million  from 
Plant  and  Equipment,  as  I understand  it. 

Mr.  Nicholson.  Yes,  sir. 

Mr.  Steed.  And  you  previously  transferred  $3  million  making  a 
total  transfer  of  $9  million  for  the  year. 

Mr.  Bruce.  Yes,  sir. 

Mr.  Steed.  '\Yliat  does  this  do  to  your  Plant  and  Equipment  fund? 
What  shape  will  it  be  in  after  these  transfers  are  made  ? 

Mr.  Nicholson.  Plant  and  Equipment  will  have  an  adjusted  appro- 
priation for  1965  of  $80  million. 

Mr.  Steed.  Has  this  been  achieved  by  postponement  and  delays  in 
this  area  ? 

Mr.  Nicholson.  There  has  been  some  restudy  of  the  readiness  of 
some  of  the  projects  and  it  is  my  understanding  that  the  purchase  of 
some  equipment  and  the  occupancy  of  some  new  Federal  moderniza- 
tion improvement  facilities  is  not  now  required  in  1965. 

ABSORPTION  OF  COSTS 

Mr.  Steed.  As  I understand  it  you  are  making  a presentation  here 
of — shall  we  say  a two-headed  absorption  factor,  one  absorbing  the 
unexpected  increase  in  volume,  and  the  other  the  actual  absorption  in 
dollars. 

That  is  the  means  you  use  to  qualify  on  the  10-percent  absorption 
requirement  ? 

Mr.  Nicholson.  The  10  percent  applies  to  the  executive  branch  as 
a whole.  That  is  being  met  by  the  executive  branch  as  a whole,  and  our 
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part  is  8-percent  absorption,  but  other  departments  are  absorbing  more. 

Mr.  Belen.  We  are  in  the  ball,  park,  as  the  Chairman  states,  of  ab- 
sorbing from  two  directions.  If  \ve  had  to  come  up  with  the  10  per- 
cent, we  would  have  to  put  that  on  the  two.  It  makes  more  sense  this 
way. 

Mr.  Nicholson.  In  the  operations  appropriation  for  the  year  to 
date  our  expenditures,  our  obligations,  have  been  1.8  percent  greater 
than  last  year.  In  the  most  recent  accounting  period,  the  one  that 
ended  January  29,  the  increase  in  the  obligations  in  the  operations  ap- 
propriation were  2.1  percent. 

If  I may,  I would  like  to  emphasize  those  figures.  Year  to  date  the 
increase  was  1.8  percent  and  the  most  recent  increase  was  2.1  percent. 
We  calculated  the  needs  for  the  remainder  of  the  year,  assuming  only 
a 1-percent  increase  in  the  remaining  months  ahead  of  us,  and  a 
request  for  the  $203  million  supplement  for  operations  assumes  a need 
for  only  a 1-percent  increase  in  obligating  authority  for  operations. 
This  is  less  than  half  of  the  actual  increase  we  actually  had  in  the  most 
recent  period,  and  substantially  less  than  in  the  year  to  date. 

I mention  that  to  indicate  the  planning  for  the  end  of  the  year  is 
extremely  conservative  rather  than  the  contrary. 

TRANSFER  OF  FUNDS 

Mr.  Steed.  In  the  Plant  and  Equipment  item,  what  will  be  reflected 
in  your  1966  budget  that  will  show  these  deferments  or  postponements 
of  projects  that  could  have  been  accomplished  this  year  had  you  not 
transferred  this  $9  million  ? 

^Ir.  Nicholson.  The  1966  budget  for  Plant  and  Equipment  will  not 
reflect  any  changes  because  certain  activities  were  not  charged  in  1965. 

The  request  for  1966  does,  indeed,  return  that  appropriation  to  norr 
mal  levels  of  activity.  They  are  not  inflated  by  the  fact  certain  ex* 
penditures  were  not  made  in  1965. 

Mr.  Steed.  In  addition  to  the  transfers  you  have  mentioned  here  you 
had  other  transfers.  Could  you  provide  a table  showing  all  the  trans- 
fers for  the  whole  program  ? 

Mr.  Nicholson.  Yes,  we  can  do  that  for  the  record. 

(The  mformation  requested  follows :) 
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Mr.  Steed.  Mr.  Passman,  do  you  have  any  questions  ? 

INCREASE  IN  MAIL  VOLUME 

Mr.  Passman.  Thank  you,  Mr.  Chairman. 

What  would  have  been  the  increase  in  your  request  last  year  for 
funds  for  fiscal  1965  had  you  known  at  the  time  what  your  mail  volume 
was  going  to  be  ? 

Mr.  Belen.  About  $15  million  more. 

Mr.  Passman.  What  is  the  total  amount  of  all  salary  increases  ap- 
plicable to  fiscal  1965  ? 

Mr.  Belen.  That  is  $222,346,000. 

Mr.  Passman.  Mr.  Postmaster  General,  this  is  not  a planned  ques- 
tion. I am  just  trying  to  understand  what  this  appropriation  repre- 
sents because  I will  be  handling  a supplemental  for  my  subcommittee 
next  week. 

Do  you  have  any  items  in  this  supplemental  request  that  should 
normally  have  been  carried  in  the  1966  budget,  had  it  not  been  neces- 
sary to  come  in  for  supplementary  funds  ? 

Mr.  Belen.  None,  sir.  I might  say  the  chart  the  chairman  asked 
for  about  transfers  will  demonstrate  the  increase  of  volume  has  been 
a very  real  burden  on  the  Department,  and  we  look  on  it  as  a challenge 
to  meet,  and  we  are  doing  everything  we  can  not  to  come  back  and 
bother  the  Congress. 

Mr.  Passman.  I think  you  have  a very  excellent  operation.  I can 
commend  you  as  well  as  condemn.  There  is  nothing  you  can  do  for 
me  unless  you  can  arrange  to  have  my  patronage  arrested,  for  which  I 
will  be  extremely  grateful. 

Beyond  that  I don’t  know  of  any  service  you  can  render  me  person- 
ally other  than  to  see  they  keep  carrying  mail  down  in  Louisiana. 

I like  the  type  of  shop  you  are  running.  There  have  been  two  in- 
cidents in  my  district  recently  which  could  have  been  embarrassing; 
but  not  to  me,  because  I am  a businessman. 

There  was  a postmaster  in  my  district  who  was  soliciting  stamp 
sales  in  other  parts  of  the  country  so  as  to  bring  up  the  receipts  of  his 
post  office  hoping  it  could  be  advanced  to  a third-class  post  office. 
This  was  brought  to  your  atention  and  you  retired  the  postmaster. 
I supported  the  Department  then  when  the  post  office  reverted  to  a 
normal  operation,  you  couldn’t  even  justify  a fourth-class  post  office 
for  this  particular  town. 

So  you  abolished  it  and  I endorsed  you  on  that. 

Only  very  recently  I discussed  with  the  Department  the  advisabil- 
ity of  having  a rural  station  set  up  at  this  community.  You  received 
three  bids  and  each  one  was  exorbitant,  unreasonable.  You  threw 
them  all  out  and  said  you  would  have  no  rural  station  unless  you  could 
get  a reasonable  bid. 

I want  to  commend  you.  If  people  think  they  can  take  a ride  simply 
because  I am  on  this  particular  committee  and  have  friends  in  the 
Post  Office  Department,  I want  the  record  to  show  they  can’t  get  this 
free  ride ; they  v/ill  have  to  be  satisfied  with  rural  mail  delivery  until 
a reasonable  bid  for  this  rural  station  can  be  submitted. 

I will  continue  to  support  you  in  that  respect  and  I just  want  to 
leave  that  in  the  record. 
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I remember  a remark  Mr.  Cannon  made  one  time,  be  said,  “We  are 
spending  money  we  do  not  have  for  things  we  do  not  need.”  Unless 
we  can  support  our  agencies  when  they  are  practicing  economy,  I don't 
think  we  can  justify  our  position. 

I appreciate  your  position  on  this  post  office  and  this  rural  station. 
I believe  the  same  economy  is  being  practiced  all  over  the  Nation. 

Mr.  Belen.  Thank  you,  Mr.  Passman,  and  I would  like  to  say  we 
do  get  100  percent  cooperation  from  you  and  your  statement,  I am 
sure,  will  be  supported  by  all  who  read  it.  You  get  a good  selection 
of  personnel  and  you  know  every  detail  of  operation  in  your  area. 

Mr.  Passman.  I do  appoint  people,  recommend  them  for  postmasters 
and  rural  carriers.  They  don’t  have  to  support  me  if  they  are  the  best 
qualified.  I think  I can  certainly  let  that  stay  in  the  record  as  being 
correct. 

Mr.  Belen.  Yes,  sir. 

Mr.  Passman.  I think  you  are  doing  a good  job  and  I like  to  com- 
pliment any  agency  doing  a good  job. 

Mr.  Belen.  Thank  you. 

Mr.  Passman.  Thank  you,  Mr.  Chairman. 

I am  sorry  I can’t  find  any  place  I can  support  you  on  any  drastic 
cuts,  therefore  I will  conclude. 

Mr.  Steed.  Mr.  Conte,  do  you  have  any  questions? 

Mr.  Conte.  Thank  you,  Mr.  Chairman. 

This  supplemental  is  for  the  pay  raise  passed  by  the  Congress  ? 

Mr.  Belen.  Yes,  sir. 

Mr.  Conte.  No  further  questions. 

Mr.  Steed.  Mr.  Addabbo,  do  you  have  any  questions  ? 

Mr.  Addabbo.  Thank  you,  Mr.  Chairman,  but  I do  not  have  any 
questions.  They  run  a tight  ship  and  I can’t  find  any  place  to  cut. 

Mr.  Steed.  Mr.  Robison,  do  you  have  any  questions  ? 

Mr.  Robison.  Thank  you,  Mr.  Chairman. 

COST  OF  PAT  BILL 

Do  you  know  the  total  cost  to  the  Federal  Government  of  the  pay 
bill? 

Mr.  Nice  OLSON.  The  total  cost  for  civilian  pay  increases  submitted 
to  the  Congress  and  reported  in  House  Document  No.  98  is  given  as 
$796.2  million. 

Mr.  Robison.  Then  your  share,  or  the  Post  Office  Department’s 
share,  for  tills  portion  of  current  fiscal  year  1965,  is  $222,346,000? 
This  was  your  alloted  or  acepted  share  ? 

Mr.  Belen.  Yes,  sir.  We  have  about  25  percent  of  all  the  civilian 
persomiel  in  the  Government.  Our  share  was  about  25  percent. 

Mr.  Nicholson.  The  first  figures  I gave  you  were  for  cost  prior 
to  absorption.  In  order  to  cover  costs — civilian  plus  military — a 
supplemental  appropriation  of  $587.8  million  has  been  requested.  Of 
that  request  $203.7  milion  is  for  the  Post  Office  Department. 

Mr.  Robison.  Your  share  in  percentages  of  the  overall  pay  increase 
cost  to  the  executive  branch  was  what,  roughly  40  percent  ? 

Mr.  Nicholson.  Using  cost,  that  was  $222  million  out  of  $796 
million. 

Mr.  Robison.  It  was  closer  to  25  percent  ? 

Mr.  Nicholson.  Yes,  sir,  a bit  over  25  percent. 
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ABSORPTION  OF  PAY  INCREASE  COSTS 

Mr.  Robison.  You  tell  us  at  the  bottom  of  the  first  page  of  your  pre- 
pared statement  that  you  have  absorbed  only  8.4  percent  whereas  the 
balance  of  the  executive  branch  agencies  are  absorbing  something  over 
10  percent. 

Mr.  Nicholson.  About  35  percent,  yes,  sir,  for  total  civilian  employ- 
ment including  post  office. 

Mr.  Robison.  This  means  in  actual  net  effect  that  the  requirement 
for  the  whole  executive  branch  to  absorb  10  percent  has  been  met  ? 

Mr.  Nicholson.  Yes,  sir. 

Mr.  Belen.  Yes,  sir.  I would  say  it  has  been  more  than  met. 

Mr.  Robison.  I notice  in  the  carryover  of  absorption  for  1966  you 
expect  to  be  able  to  continue  to  absorb  $2  million  in  “Administration 
and  regional  operations,”  $156,000  in  “Research,  development,  and 
engineering,”  and  the  same  $476,000  in  “Facilities”? 

Mr.  Nicholson.  Yes,  sir. 

Mr.  Robison.  But  the  dropback  is  in  “Operations”  from  roughly 
$14  to  $7  million  ? 

Mr.  Belen.  One  reason  is  “Operations”  is  virtually  all  salaries. 
You  take  another  Government  operation  and  they  can  just  not  let 
another  contract  or  something  like  that.  We  have  only  “Operations” 
to  go  through  on  salary  increases,  which  was  way  above  normal, 
and  that  gives  the  problem. 

Mr.  Nicholson.  It  is  absorbing  part  of  the  amount  from  “Plant 
and  equipment”  which  is  a nonrecurring  absorption  and  doesn’t  carry 
over  to  1966  so  the  gross  absorption  of  $14  million,  only  $7  million 
of  that  applies  to  payroll  which  is  a recurring  saving. 

The  other  $7  million  is  a nonrecurring  saving  effected  just  this 
year. 

Mr.  Robison.  Thank  you,  Mr.  Chairman. 

increase  in  mail  volume 

Mr.  Steed.  Perhaps  it  will  help  bring  this  whole  problem  into  some 
better  focus  if  you  would  give  us  your  estimated  cost  of  what  a 
1-percent  increase  in  mail  volume  imposes  on  you. 

Mr.  Belen.  About  $12  million  and  this  is  about  1.2  percent  or 
$14.4  million. 

( See  table  on  p.  340.) 

Mr.  Passman.  Mr.  Chairman,  I want  to  say  something  off  the 
record. 

Mr.  Steed.  Very  well. 

(Discussion  off  the  record.) 

Mr.  Steed.  On  the  record. 

balancing  the  budget 

Mr.  Passman.  I don’t  know  of  any  other  place  I can  bring  this 
up  until  the  hearings  of  the  subcommittee  of  which  I have  the  honor 
of  chairing  get  underway.  We  are  all  working  together  in  the  in- 
terest of  the  American  people,  but  the  budget  has  been  balanced  only 
six  times  in  33  years. 
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Since  1952  we  have  had  the  greatest  increase  in  revenues  and  the 
greatest  total  revenues  in  the  history  of  our  country.  During  the 
same  time  we  have  pushed  the  budget  up  $62  billion  with  no  prospect 
of  ever  balancing  it  in  the  foreseeable  future. 

This  is  what  I am  leading  to,  what  was  the  increase  in  cost  of 
living  in  the  calendar  year  1964?  Do  you  have  any  statistics  on 
that  ? 

Mr.  Belen.  We  could  probably  provide  that. 

Mr.  Passman.  It  is  my  understanding  it  was  about  one-half  of 
1 percent.  Subject  to  correction,  we  shall  use  that  for  a basis  for  my 
next  question,  or  my  next  statement  and  then  a question. 

It  has  been  my  privilege  to  represent  my  district  in  the  Congress 
for  19  years,  and  I have  been  a member  of  the  Committee  on  Appro- 
priations and  of  this  particular  subcommittee  for  17  years.  It  is  cer- 
tainly not  the  fault  of  the  departments  downtown  altogether,  the 
Congress  must  share  the  responsibility,  but  we  have  reached  the  point 
where  we  never  know  when  an  original  budget  will  be  anywhere  near 
the  amount  of  money  finally  appropriated  or  spent  during  an  ensuing 
fiscal  year.  I am  not  referring  to  your  Department  but  to  all  Govern- 
ment. 

With  the  supplemental  appropriation  brought  about  chiefly  by  new 
legislation  by  Congress  you  never  know  the  total  appropriation  until 
the  close  of  the  fiscal  year.  Now,  if  the  cost  of  living  only  increased 
one-half  of  1 percent  I wonder  if  the  agencies  and  Congress,  in  the 
interest  of  sanity  in  Government,  shouldn’t  work  toward  some  legisla- 
tion that  would  eliminate  this  situation. 

While  some  of  the  cost  of  the  mail  volume  increase  may  be  absorbed, 
there  is  almost  $1  billion  in  salary  increases  and  Government  must  ask 
for  a supplemental  appropriation  to  carry  this  out. 

Perhaps  consideration  should  have  been  given  to  passing  a resolu- 
tion mafing  the  increases  active  in  the  fiscal  year  they  are  approved 
rather  than  retroactive. 

This  is  one  example ; supplement als  for  the  pay  increase.  Chances 
are,  when  we  have  dropped  the  curtain  for  fiscal  1965,  the  supplemental 
will  exceed  $3  billion. 

Is  there  any  merit  behind  such  a thing  ? 

Mr.  Beeen.  There  were  no  retroactive  increases  until  January  1, 
1946. 

Mr.  Passman.  That  is  half  a year. 

Mr.  Belen.  They  all  were  prospective  but  certainly  the  highest  in 
the  history  of  our  Department.  The  salary  increases  have  been  related 
to  what  employees  speak  of.  They  say,  “Don’t  worry,  we  didn’t  get 
it  this  time  but  we  will  make  it  retroactive  to  January  1 next  time.” 

You  can’t  do  that  with  rates. 

Mr.  Passman.  I am  not  recommending  you  do  that  but  following 
that  line  of  reasoning,  we  could  have  said  the  salary  increases  for  Mem- 
bers of  Congress  should  have  been  retroactive  for  many  years.  We 
could  have  said  we  didn’t  get  what  we  should  have  gotten  10  years 
ago.  We  didn’t  do  that. 

I think  I have  voted  for  12  pay  increases  for  Federal  employees 
since  I have  been  a Member  of  Congress.  If  we  are  ever  going  to  get 
the  budget  on  a balanced  basis  annually,  not  just  for  one  year,  but 
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for  years,  where  maybe  we  can  start  reducing  the  public  debt,  there 
is  going  to  have  to  be  some  planning  at  the  executive  level  as  well 
as  the  legislative  level  in  these  things. 

I think  we  should  all  think  about  it  unless  it  is  a foregone  conclusion 
that  deficit  financing  is  profitable.  If  it  is,  I don’t  think  we  should 
give  too  much  thought  to  balancing  the  budget.  It  is  either  good  to 
have  a balanced  budget  or  it  is  not. 

Mr.  Steed.  Mr.  Cohelan,  do  you  have  any  questions  ? 

Mr.  Cohelan.  Thank  you,  Mr.  Chairman.  Yes,  I do  have  some. 

ABSOEPTION  OF  INCREASES  IN  RESEARCH  AND  DEVELOPMENT 

On  the  question  of  “Research,  development,  and  engineering,”  can 
you  tell  us  what  that  amount  is  ? I don’t  understand  it  on  the  supple- 
mental. 

Mr.  Yicholson.  It  is  being  absorbed. 

Mr.  Cohelan.  Wliat  do  you  mean  by  that  ? 

Mr.  Nicholson.  Simply  by  not  filling  vacancies.  Although  the 
rates  of  pay  of  those  on  the  payroll  have  gone  up,  we  are  not  request- 
ing any  money  to  pay  those  higher  rates ; we  are  alisorbing  those. 

Mr.  Cohelan.  I am  beginning  to  imclerstand  your  operations  well 
enough  now  to  be  very  critical.  I want  to  serve  notice  on  you  that  I 
am  going  to  be  asking  you  more  about  research  and  development.  I 
hope  you  will  make  full  use  of  your  funds. 

In  fact,  I think  you  should  have  even  more  money  for  this  purpose. 
For  the  size  of  the  operations  of  the  Post  Office,  I think  a greater 
percent  of  your  funds  should  be  used  particularly  for  basic  research 
and  development. 

As  we  are  sitting  here  talking  technology  is  changing  at  an  ex- 
ponential rate.  I am  very  pleased  to  know  you  are  aware  of  this.  I 
think  we  should  be  doing  more.  When  you  do  have  the  funds  I would 
like  to  see  them  creatively  employed  in  this  area. 

OAKLAND  POST  OFFICE 

One  other  thing  on  your  operations,  I am  a little  curious  to  know 
when  and  where  the  money  is  for  the  Oakland  post  office.  There  is 
a facility  to  be  built  in  Oakland,  Calif.,  which  is  a very  important 
facility  in  my  life,  and  I am  trymg  to  find  out  when  the  thing  is 
going  to  get  into  action. 

Mr.  Nicholson.  It  is  a construction  project  and  would  be  paid  for 
out  of  the  facilities  appropriation  when  the  rental  payments  are 
made. 

Mr.  Cohelan.  Would  that  be  fiscal  1965  or  1966? 

Mr.  Belen.  I don’t  know  the  final  date  of  that  but  we  will  provide 
it. 

Mr.  Cohelan.  I would  appreciate  that.  The  last  I heard  from  the 
Assistant  Postmaster  is  that  first  you  were  going  to  let  the  contract 
in  March,  then  it  was  June.  From  the  budget  appropriation  point 
of  view,  where  does  it  appear  in  the  appropriation  you  are  presenting  ? 

Mr.  Belen.  The  appropriation  we  put  in  during  the  year  it  begins 
service  and  we  start  paying  rents. 

Mr.  Cohelan.  Assuming  you  break  ground  in  June,  when  will  it 
appear  ? 
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Mr.  Belen.  It  is  not  breaking  ground,  it  is  when  it  is  turned  over. 

Mr.  CoHELAN.  And  accepted  by  the  Government  ? 

Mr.  Belen.  It  will  never  show  up  as  a big  lump  sum,  it  will  just 
be  a part  of  the  rental  account. 

Mr.  Nicholson.  A facility  of  that  size  might  be  18  months  or  2 
years  in  construction,  2 years  between  breaking  ground  and  occupancy. 
Kent  starts  on  occupancy. 

Mr.  CoHELAN.  Thank  you  very  much. 

(The  information  follows:) 

It  is  estimated  that  the  Oakland  facility  will  be  occupied  in  the  early  part  of 
fiscal  year  1968. 

Mr.  Steed.  Mr.  Yates,  do  you  have  any  questions  ? 

Mr.  Yates.  Thank  you,  Mr.  Chairman. 

]MAIL  COVER 

On  March  1 I addressed  a letter  to  the  Postmaster  General  on  be- 
half of  a person  who  was  a former  constituent  of  mine,  I think  he  may 
have  been  a constituent  of  mine  at  the  time  the  incident  occurred. 
He  found  out  about  it  and  wrote  to  me.  He  had  managed  to  obtain 
a copy  of  a letter  issued  by  the  Postmaster  of  Newport,  K.I.,  dated 
October  2, 1959,  which  said,  “Show  me  all  the  mail  for  the  next  90  days 
addressed  for  the  following  person.”  The  name  of  the  person  was 
at  the  top.  I wrote  a letter  to  the  Postmaster  General — and  the  letter 
I am  referring  to  said  the  action  must  be  kept  confidential  and  it  was 
signed  by  the  Postmaster. 

I asked  the  Postmaster  General  to  let  me  know  why  this  person 
was  named  for  this  list.  I have  not  received  a reply. 

Secondly,  I want  to  know  why  you  have  the  list. 

Mr.  Belen.  That  has  been  the  subject  of  inquiry  by  a committee 
of  the  Senate,  and  the  Postmaster  General  has  been  in  a considerable 
amount  of  discussion  with  Senator  E.  V.  Long.  We  are  now  in  the 
process  of  trying  to  work  out  better  controls  to  what  is  the  legitimate 
investigative  activity  in  this  regard  and  what  is  not. 

I can  only  say,  with  respect  to  the  inquiry,  we  will  be  glad  to  check 
on  that.  The  requesting  agency  may  well  not  have  been  the  postal 
service. 

Mr.  Yates.  I am  sure  of  that  because  I don’t  know  what  difficul- 
ties this  person  had  with  the  Post  Office  Department.  I don’t  think 
he  had  any.  My  question  is.  What  agencies  did  you  do  this  for  ? 

Mr.  Belen.  One  thing  determined  by  the  committee  is  that  it  would 
be  subject — ^the  people  who  have  been  the  subject  of  this  kind  of  a 
cover,  as  it  is  called,  that  disclosure  of  the  name  and  so  forth  when  it 
may  not  have  had  any  relevancy,  the  man  may  not  have  done  any- 
thing at  all,  and  it  would  do  harm,  so  we  wouldn’t  provide  the  list,  in 
my  judgment  about  any  specific  person  unless  there  was  some  approval 
by  the  individual. 

^ Mr.  Yates.  I am  not  asking  for  the  list,  I am  asking  why  this  par- 
ticular person  was  singled  out  ? 

Mr.  Belen.  I would  assume  it  would  be  the  reason  he  was  being 
looked  at. 

Mr.  Yates.  That  is  what  I want  to  know. 

Mr.  Belen.  It  may  be  another  agency,  not  us.  But  I don’t  know. 
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Mr.  Yates.  If  another  agency  asked  you  to  do  it,  do  you  do  it 
because  they  ask  you  or  do  you  ask  why  ? 

Mr.  Belen.  No,  we  don’t  ask  why. 

Mr.  Yates.  If  the  Department  of  the  Army  were  to  ask  you  to 
survey  the  mail  of  one  of  its  people,  would  you  do  it  automatically  ? i 
Mr.  Beeen.  Previously  it  might  be  true  but  the  Postmaster  General 
has  tightened  it  up  so  the  inspector  in  charge  has  to  give  approval.  i 
There  is  going  to  be  a further  review  of  this  situation.  I would  say 
certainly  as  a result  of  the  extensive  hearings  held  it  was  demonstrated 
there  is  need  for  purposes  of  national  security  and  controlling  crime, 
for  this  kind  of  thing  to  be  done. 

The  mail  is  not  reviewed,  it  is  just  a matter  of  sources. 

Mr.  Yates.  What  do  you  mean  by  “sources”  ? 

Mr.  Belen.  The  man  it  v/as  mailed  from.  There  may  be  a man  who 
is  a fugitive  and  he  will  write  to  people  he  knows.  He  will  write 
to  them  and  information  on  the  envelope  indicates  where  he  is.  It  | 

does  not  violate  the  mail  only  information  which  is  on  the  outside  of  ( 

the  envelope  is  noted.  There  may  be  people  sending  pornographic  j 
literature,  there  may  be  a matter  of  mail  fraud.  We  want  to  Imow  j 
who  he  is  defrauding.  i 

Mr.  Yates.  Don’t  you  think  it  is  important  when  a person  is  placed  | 
on  this  list  and  the  possibility  exists,  it  might  cause  a person  irreparable  |, 
damage  ? ! 

Mr.  Belen.  I am  not  aware  of  the  new  agreement,  we  have  not 
worked  out  the  procedures.  I will  say  we  are  working  on  these  I 
procedures  and  it  is  indicative  there  will  be  change.  I 

Mr.  Yates.  Would  you  have  worked  on  the  procedures  had  the  ! 
Senate  not  called  it  to  your  attention  ? i 

Mr.  Belen.  Yes;  this  had  been  called  to  our  attention  before. 

Mr.  Yates.  Plow  long  had  it  been  to  your  attention  ? 

Mr.  CoxTE.  Will  the  gentleman  yield  ? 

Mr.  Yates.  Yes. 

Mr.  Conte.  Mr.  Montague  and  I had  a long  discussion  last  ;^ear  and  . 
I brought  it  to  his  attention  that  I thought  it  was  an  invasion  of  a | 
man’s  privacy,  this  mail  cover.  We  had  another  one  this  year.  f 

Mr.  Belen.  From  my  standpoint,  all  I can  say  is  this  is  a little  I 
beyond  my  echelon.  i 

Mr.  Yates.  You  mean  it  is  Mr.  Gronouski  ? 

Mr.  Belen.  No;  a lot  of  people  are  concerned  with  this  investi- 
gative responsibility. 

Mr.  Yates.  Wlio? 

Mr.  Belen.  The  Department  of  J ustice,  for  example. 

Mr.  Yates.  On  behalf  of  how  many  agencies  do  you  do  this? 

Mr.  Belen.  Frankly,  I am  not  an  expert  on  this.  If  you  would  i 
like,  I will  have  the  Chief  Inspector  come  to  see  you.  ! 

Mr.  Yates.  I would  like  to  get  as  much  information  as  I can  get.  y 
Mr.  Passman.  Will  the  gentleman  yield  ? | 

Mr.  Yates.  I yield  to  the  gentleman  from  Louisiana.  r 

Mr.  Passman.  I am  somewhat  familiar  with  this  procedure.  It  ha.s 
been  going  on  for  a long  time,  and  I believe  you  have  a record  of 
what  has  been  accomplished  by  this  procedure  in  previous  years,  have 
you  not  ? ' I 
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Mr.  Belen^.  No;  we  would  have  maybe  a record  of  those  investiga- 
tions where  we  were  concerned. 

Mr.  Passman.  Not  documented  by  names  but  coverages  on  forgeries 
and  certain  narcotics  coming  through  the  mails,  you  would  have  rec- 
ords of  a lot  of  crime  actually  traced  by  this  procedure  in  previous 
years,  as  I understand  the  record. 

Mr.  Belen.  It  is  all  related  to  crime  or  national  security. 

J,Ir.  Passman.  I know ; but  you  have  a record  that  the  arrests  and 
things  that  have  been  established  by  this  procedure  certainly  justified 
the  procedure  as  long  as  no  innocent  people  become  involved.  I think 
we  had  two  cases  like  this  in  New  Orleans  a number  of  years  ago. 

Off  the  record. 

Mr.  Steed.  Off  the  record. 

(Discussion  off  the  record.) 

Mr.  Steed.  On  the  record. 

This  is  a very  interesting  conversation  but  does  anyone  have  any 
further  questions  for  the  record  ? 

Mr.  Yates.  I do  but  I yielded  to  Mr.  Passman. 

I understand  you  are  going  to  get  me  the  information  I requested. 
I will  give  you  the  name  of  the  person  off  the  record. 

Mr.  Belen.  I will  get  you  what  I can. 

Mr.  Yates.  I have  asked  Mr.  Gronouski  for  the  information  and 
it  has  been  2 weeks  and  I have  not  received  an  acknowledgement. 

Jdr.  Belen.  I will  look  into  it. 

Mr.  Yates.  How  much  of  the  funds  in  the  supplemental  go  for  the 
unit  that  performs  this  mail  coverage  ? 

Mr.  Nicholson.  None,  Mr.  Yates. 

Mr.  Yates.  In  which  appropriation  does  the  mail  unit  operate, 
under  which  appropriation  ? 

Mr.  Nicholson.  It  would  be  under  the  guidance  of  the  Office  of  the 
Chief  Postal  Inspector  which  is  in  the  appropriation  “Administra- 
tion and  regional  operation.” 

Mr.  Yates.  Do  you  know  how  much  goes  for  that,  for  this  par- 
ticular operation  ? 

Mr.  Nicholson.  No,  sir. 

Mr.  Yates.  Can  you  find  out  for  me '? 

Mr.  Belen.  I think  it  would  be  infinitesimal. 

Mr.  McMillan.  The  actual  work  is  done  by  the  employees  in  the 
field  and  the  volume  is  such  that  there  is  nothing  added.  We  have 
approximately  583,000  in  Operations  now,  and  your  mail  covers  are 
so  few  that  when  you  scatter  that  among  583,000  people,  it  is  like 
getting  another  cup  of  coffee ; you  don’t  pay  for  it. 

Mr.  Yates.  When  will  the  Senate  committee  finish  its  work  on 
this  point  ? 

Mr.  Belen.  I don’t  know,  sir. 

Mr.  Yates.  That  is  all. 

Mr.  Steed.  Mr.  Conte,  do  you  have  further  questions  ? 

Mr.  Conte.  Yes,  Mr.  Chairman. 

ABSORPTION  OF  PAT  BAISE  COSTS 

Mr.  Belen,  you  mentioned  absorbing  a good  part  of  this  pay  raise. 
You  mention  how  you  absorb  by  not  filling  vacancies.  If  there  is  a 
retirement,  you  do  not  fill  that  vacancy. 
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Mr.  Belen.  Or  postponing  the  filling  of  the  vacancy. 

Mr.  Conte.  I was  going  to  get  to  that.  Yon  come  in  on  your  1966 
budget  with  money  for  not  only  filling  the  vacancies  but  for  additional 
employees. 

Mr.  Belen.  To  the  extent  it  is  authorized,  yes,  sir,  by  our  appro- 
priation, whatever  is  granted. 

Mr.  Conte.  Yot  authorized  but  whatever  is  appropriated? 

Mr.  Belen.  That  is  correct.  That  is  what  I meant.  There  are 
many  ways  in  which  we  absorb  it.  As  I say  some  is  by  a shift  in 
funds,  as  the  chairman  pointed  out.  One  way  is  by  our  new  way  of 
distribution,  for  example,  bypassing  terminals. 

One  terminal  will  have  about  400  positions  which  we  can  revert. 
This  is  one  way  of  doing  it  better. 

We  have  management  improvement  programs  working  in  New 
York  right  now  and  we  are  working  to  see  how  we  can  do  the  job  with 
less  people. 

Mr.  Conte.  You  might  send  them  to  Holyoke,  Mass.  They  are 
taking  them  out  of  there  and  putting  them  in  South  Hadley  and  it  is 
going  to  cost  more  money.  I think  that  would  be  one  of  the  first 
places  I would  send  them. 

Mr.  Belen.  I understand  that  is  a problem,  sir. 

Mr.  Conte.  The  point  I was  trying  to  get  at,  Mr.  Belen,  is  you 
merely  absorb  these  for  this  period  of  time  and  then  that  absorption 
is  gone. 

Mr.  Belen.  In  general  the  new  budget  is  built  on  the  budget  for 
the  year  before. 

Mr.  Nicholson.  Once  the  position  has  not  been  filled  in  1965,  the 
1965  base  is  lower  so  that  the  increase  caused  by  the  workload  is  added 
to  the  lower  base  so  the  total  for  1966  would  be  lower  by  the  same 
amount  the  base  was  originally  lowered. 

Mr.  Belen.  If  we  had  gotten  the  money  for  a 4-percent  increase  in 
volume  plus  full  cost  of  salary  increase  without  absorption,  our  base 
for  this  year  on  which  the  next  year  would  be  based  would  be  about  $30 
million  higher. 

Mr.  Conte.  Let  us  put  it  this  way:  Instead  of  asking  for  5,500  ad- 
ditional employees  because  of  increase  in  volume  of  mail,  you  would 
have  had  a greater  amount  had  you  not  absorbed  for  this  pay  raise  ? 

Mr.  Belen.  Thas  is  right. 

Mr.  Conte.  Could  you  give  us,  for  the  record,  what  you  would  have 
asked  ? 

(The  information  requested  follows:) 

Mail  volume  increase,  1965  {comparison  of  current  rate  against  budget  rate) 
Mail  volume  increase : 

Budget  rate  (percent) 2.8 

Actual  rate  as  of  Jan.  29, 1965  (percent) 4.  0 

Difference  over  budget  rate  (percent) +1.2 

Additional  funds  that  would  have  been  required  to  handle  the  extra 

volume  (millions) ’^$14.4 

1 An  increase  of  1 percent  in  mail  volume  is  equal  to  an  increase  in  cost  of  $12  million 
in  the  clerical  account. 
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Recapitulation  of  funds  adsoi'hed  for  salary  increase,  Pul)lic  Law  88-Jt26 


Amount 

Source  {millions) 

Mail  volume  increase $14.  4 

Absorption  from  “Available  funds  in  operations”  appropriation 3.  0 

Transfer  from  “Transportation”  appropriation 7.  0 

Transfer  from  “Plant  and  equipment”  appropriation 4. 1 


Total  absorption 28.  5 


Mr.  Conte.  That  is  all. 

Mr.  Steed.  Mr.  Passman,  do  you  have  another  question  ? 

Mr.  Passman.  Thank  you,  Mr.  Chairman. 

TRANSPORTING  PARCEL  POST 

I do  have  one  final  question. 

This  is  important  and  it  will  contribute  something  to  the  hearings. 

A delegation  of  postal  employees  visited  my  office  last  week.  I don’t 
know  yet  whether  they  were  from  New  Orleans,  Birmingham,  or  con- 
nected with  the  Illinois  Central  Railroad  Co.  They  had  a mass  of 
statistics  dealing  with  the  injustices  being  done  by  transferring  certain 
parcel  post  from  the  Birmingham  region  to  New  Orleans. 

I said  to  them  that  I usually  found  out  if  the  Post  Of&ce  was 
correct  about  doing  these  things,  and  that  I would  get  a report  at  the 
proper  time. 

If  the  Department  can  establish  a savings  and  give  adequate  service 
by  this  change,  I will  support  ;you. 

Mr.  J^Ic^jjUiLAN.  That  is  primarily  a transportation  matter. 

Mr.  Passman.  I argued  with  them  and  asked  if  they  wanted  Illinois 
Central  to  run  a seven-coach  train  across  there  to  keep  a few  jobs  when 
only  a few  hours  delay  in  the  mail  would  be  incurred  by  going  to 
New  Orleans. 

If  you  would  give  me  a report,  I would  appreciate  it. 

Mr.  Belen.  We  will  be  happy  to.  It  is  part  of  the  program  we 
started  in  New  Orleans  and  we  can  give  good  service.  We  are  giving 
next  day  delivery.  Shreveport  will  have  its  own  area  where  it  gets 
next  day  service,  certainly  second  day  service. 

Mr.  Steed.  Mr.  Belen,  by  way  of  summation,  the  amounts  of  money 
you  seek  here  all  stem  from  the  pay  raise  imposed  on  your  Department 
by  act  of  CongTess.  The  variation  is  in  the  fact  that  you  are  absorbing 
additional  mail  volume  as  well ; is  it  not  ? 

Mr.  Belen.  Yes,  sir.  We  could  have  absorbed  more  had  it  not  been 
for  increased  volume  in  mail. 

Mr.  Steed.  Thank  you.  We  want  to  express  our  appreciation  for 
your  appearance  today.  We  hope  that  you  will  be  able  to  carry  on  your 
veri"  fine  operation. 

Mr.  Belen.  We  are  most  grateful  to  you  for  the  promptness  in 
wliich  you  had  this  hearing.  We  apologize  for  the  delays  on  our  part. 

Mr.  Steed.  Tliank  you,  Mr.  Belen. 

The  meeting  will  stand  adjourned  until  10  o’clock  tomorrow  morn- 
ing. 


342 


Maech  12, 1965. 


TREASUEY  DEPARTMENT 

WITNESS 

ERNEST  C.  BETTS,  JR.,  DEPUTY  ASSISTANT  SECRETARY  EOR 

ADMINISTRATION  AND  BUDGET  OFFICER 

Pat  Act  Inckeases 

Mr.  Steed.  The  committee  will  be  in  order. 

The  committee  is  in  session  this  morning  to  take  up  the  supplemental 
appropriation  requests  for  the  Treasury  Department  as  contained  in 
House  Documents  80  and  98.  We  have  with  us  Mr.  Ernest  C.  Betts, 
Jr.,  Deputy  Assistant  Secretary  for  Administration  and  Budget  Offi- 
cer, who  will  present  part  of  the  items  under  discussion. 

Mr.  Betts,  I believe  you  have  a general  statement  you  want  to 
make  at  this  point.  We  shall  be  glad  to  hear  from  you. 

Mr.  Betts.  Yes,  Mr.  Chairman. 

Mr.  Chairman  and  members  of  the  committee,  I am  pleased  to 
appear  before  this  committee  to  support  the  requests  for  supplemental 
appropriations  for  the  fiscal  year  1965  for  the  Treasury  Department. 
The  President’s  requests  for  these  supplemental  are  included  in  House 
Documents  80  and  98.  House  Document  80  provides  a request  of 
$810,000  for  the  Secret  Service.  This  includes  a program  supple- 
mental of  $595,000  and  pay  increases  of  $215,000.  Chief  Rowley  will 
be  here  later  this  morning  to  discuss  the  program  supplemental  for 
his  agency.  Therefore,  I will  confine  my  presentation  to  the  matter 
of  additional  pay  costs  arising  from  legislation  enacted  in  the  88th 
Congress  and  based  on  other  provisions  of  law. 

We  are  requesting  $22,435,000  for  the  increases.  This  consists 
of  $215,000  included  in  House  Document  80  for  the  Secret  Service; 
$21,984,000  of  new  appropriations  included  in  House  Document  98; 
and  a request  that  $236,000  of  unused  balances  be  transferred  to  other 
accounts  (also  in  H.  Doc.  98) . Thus,  we  are  requesting  $22,199,000  in 
new  appropriations  and  transfers  of  $236,000.  The  total  costs  of  the 
new  pay  legislation  and  other  pay  increases  authorized  by  law  are 
$29,417,153.  Of  this  amount  we  are  absorbing  $7,218,153  (including 
the  $236,000  requested  to  be  transferred  to  other  accounts) . I should 
like  to  have  placed  in  the  record  at  this  point  a table  which  shows 
the  details  by  organization  and  appropriation  of  the  total  cost  of  pay 
increases  by  specific  authority,  the  amount  absorbed,  and  the  sup- 
plemental appropriation  requested. 

(The  table  referred  to  follows :) 


Analysis  of  increased  pay  costs,  fiscal  year  1966 
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be  transferred  to  the  2 accounts  shown  in  lieu  of  a new  appropriation. 
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We  believe  we  have  a good  record  on  the  matter  of  absorption,  Mr. 
Cliainnan.  Public  Law  88-426,  the  Salary  Peforin  Act  of  1964,  re- 
quired absorption  of  a minintum  of  10  percent  of  title  I (pertaining  to 
pay  increases  for  the  rank-and-file  Government  employees) . We  not 
only  met  that  requirement,  but  are  absorbing  24.5  percent  of  all  pay 
increases  (executive  pay,  military  pay,  pay  for  White  House  Police, 
wage  board,  and  administrative  actions).  This  compares  very  favor- 
ably with  Government- wide  absorption  of  24  percent  of  title  I costs. 

As  Secretary  Dillon  indicated  in  his  opening  statement  before  this 
committee  last  month  in  connection  with  the  1966  budget : 

We  have  determined  that  the  amounts  requested  reflect  the  minimum  neces- 
sary to  continue  current  operating  levels.  Each  bureau  has  been  directed  to 
review  each  vacancy  with  meticulous  care  as  an  essential  part  of  an  overall 
position  management  system. 

The  Treasury  Department  continues  to  be  prudent  in  the  matter 
of  conserving  manpower  and  achieving  increased  productivity.  The 
management  improvement  program,  which  has  been  so  highly  suc- 
cessful in  the  past  18  years,  producing  savings  of  nearly  $200  million, 
continues  to  be  our  program  to  implement  and  achieve  cost  reduction 
in  our  operations  as  directed  by  the  President.  We  are  trying  to 
achieve  better  results  in  1965  than  we  did  in  1964,  although  that  year 
was  the  highest  of  the  18-year  program  with  savings  of  $29.5  million. 
This  goal  presents  a real  challenge  to  management.  I am  confident 
it  will  be  achieved.  It  is  through  better  management,  increased  pro- 
ductivity, and  plain  hard  wmrk  that  our  Department  is  able  to  absorb 
24.5  percent  of  the  pay  increase. 

The  supplemental  appropriations  and  transfers  requested  by  the 
President  for  the  Treasury  Department  are  urgently  needed,  some 
within  60  days,  if  we  are  to  maintain  present  staff  and  operating  pro- 
gram levels.  This  concludes  my  general  statement.  I shall  be  happy 
to  answer  any  questions  which  you  may  have. 

Mr.  Steed.  Mr.  Betts,  the  table  in  which  you  itemize  the  agencies 
and  the  amounts  imposed  by  the  pay  increase,  the  amounts  absorbed, 
and  the  requests,  tells  the  detailed  story  of  your  whole  approach  to 
th’  roblem. 


Mr.  Steed.  Does  this  list  contain  the  percentage  absorption  by 
agency  or  have  you  projected  only  the  total  absorption  ? 

Mr.  Betts.  The  percentage  is  not  indicated  on  that  table.  I have 
the  information,  and  I would  be  glad  to  give  that  to  you  at  this 
time. 

The  Office  of  the  Secretary  is  absorbing  12.4  percent. 

The  Bureau  of  Accounts,  100  percent. 

The  Bureau  of  Customs,  30.9  percent. 

The  Bureau  of  Engraving  and  Printing  is  financed  by  a revolving 
fund,  so  they  are  absorbing  the  full  100  percent. 

The  Bureau  of  the  Mint,  7.8  percent. 

The  Bureau  of  Narcotics,  12.1  percent. 

The  Bureau  of  Public  Debt,  5.5  percent. 


Betts.  That  is  right. 


PERCENTAGE  ABSORPTION  BY  BUREAUS 
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The  Coast  Guard:  Operating  expenses,  T percent;  in  Acquisition, 
Construction  and  Improvement  and  Retired  Pay,  100  percent  each; 
and  in  Reserve  Training,  10.2  percent.  That  is  an  overall  absorption 
of  10.9  percent  for  the  Coast  Guard. 

The  Internal  Revenue  Ser\dce  overall  is  absorbing  22.2  percent. 

The  Treasurer’s  Office,  37.3  percent. 

The  Secret  Service,  9.9  percent. 

The  White  House  Police,  6.2  percent. 

The  Guard  Force,  28.4  percent. 

That  is  an  overall  absorption  by  the  Department  of  24.5  percent. 

MEANS  OF  ABSORPTION  BY  IRS 

Mr.  Steed.  When  the  presentation  was  made  for  the  regular  budget, 
of  course  we  went  into  all  of  the  supplemental  items,  although  they 
were  not  officially  before  us  at  that  time,  and  there  is  a great  deal  of 
information  in  those  hearings  about  these  matters. 

As  I recall,  in  the  case  of  the  Internal  Revenue  Service  where  they 
had  a 22-percent  absorption,  it  developed  that  there  was  about  a 
10-percent  actual  absorption  and  about  12  percent  was  attributable  to 
what  can  be  described  as  a delay  in  program.  Is  there  any  other 
factor  of  that  sort  involved  in  these  savings?  Can  you  give  us  a 
little  more  detail  on  the  method  of  achieving  these  absorptions  ? 

Mr.  Betts.  Yes,  sir.  Let  me  comment  briefly  on  the  Internal  Rev- 
enue absorption.  Like  other  agencies,  they  were  required  to  absorb 
10  percent,  and  they  did  this  through  various  management  savings 
and  delays  in  filling  vacancies.  A part  of  the  additional  absorption 
by  the  Internal  Revenue  Service  came  about  because  of  a decision 
not  to  purchase  some  equipment  in  1965  which  had  been  planned  to  be 
acquired.  A savings  of  about  $1.3  million  of  the  total  absorption  of 
$4.3  million  came  about  because  of  the  decision  not  to  purchase  the 
equipment.  I believe  that  accounted  for  ISIr.  Hume’s  remarks  be- 
fore the  subcommittee  that  they  in  effect  were  delaying  part  of  the 
program.  The  decision  was  really  a change  in  program,  not  aimed  at 
absorbing  additional  amounts  of  money,  but  came  about  because  of 
some  program  changes.  There  was  also  slippage  in  the  “Compliance” 
appropriation  of  about  $1  million  which  produced  these  unanticipated 
savings  in  1965. 

means  of  absorption  by  other  bureaus 

In  other  agencies,  the  Bureau  of  Accoimts  was  able  to  absorb  100 
percent  of  its  pay  act  increases,  and  in  addition  have  a savings  of 
$238,000.  This  is  where  the  proposed  transfer  of  $236,000  is  coming 
from  in  1965.  These  savings  resulted  from  a decision  to  change  the 
type  of  electronic  equipment  and  a downward  revision  in  projected 
workload  for  this  year. 

I think  the  absorption  by  the  balance  of  the  agencies  was  achieved 
primarily  through  management  savings  and  delays  in  filling  vacan- 
cies. You  will  recall  Mr.  Weatherbee  testified  there  have  been  an 
unusual  number  of  vacancies  in  the  higher  positions  for  part  of  this 
year  in  the  Office  of  the  Secretary,  which  enabled  some  absorption. 
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DELAYS  IN  FILLING  VACANCIES 

Mr.  Steed.  In  the  absorption  that  resulted  from  failing  to  fill  vacan- 
cies, has  any  thought  been  given  to  whether  some  of  these  unfilled  spots 
could  be  eliminated  ? Have  some  of  them  since  been  filled  or  will  they 
be  filled?  What  is  the  situation  regarding  that  part  of  your  opera- 
tion ? As  I understand  it,  some  of  your  major  vacancies  urgently  need 
to  be  filled,  and  I thought  there  might  be  some  that  experience  may 
have  convinced  you  could  be  eliminated. 

Mr.  Betts.  In  the  higher  grade  vacancies  I think  an  unusual  situa- 
tion has  developed  this  year  in  that  the  Under  Secretary’s  position  and 
currently  the  General  Counsel’s  position  are  vacant  and  have  been 
for  some  time.  I am  sure  the  President  will  proceed  to  fill  them  in 
due  time.  Possibly  part  of  the  delay  is  related  to  the  forthcoming 
resignation  of  Secretary  Dillon.  As  soon  as  the  new  Secretary  is 
selected,  I believe  these  other  positions  will  be  filled. 

In  regard  to  vacancies  generally,  the  Salary  Keform  Act  of  1964, 
the  Budget  Bureau  directives,  and  our  own  internal  directives  require 
that  every  time  a position  is  vacant  there  must  be  a review  made  deter- 
mining that  the  job  is  necessary  and  a certification  is  required  of  the 
supervisor,  or  responsible  Bureau  official  stating  that  it  is  necessary 
to  fill  the  job. 

MANPOWER  CONTROLS 

In  that  connection,  the  Budget  Bureau  has  issued  what  they  call 
manpower  control  and  utilization  regulations,  and  we  have  imple- 
mented them  in  our  procedures  within  the  Department.  We  are  hoping 
that  through  better  control  of  positions  we  can  continue  to  provide 
the  type  of  improved  management  and  achieve  the  savings  in  man- 
power that  we  have  had  the  past  few  years. 

A tabulation  was  prepared  just  yesterday,  Mr.  Chairman,  in  line 
with  the  discussion  I believe  you  had  with  a member  of  the  Depart- 
ment last  week  which  shows  that  we  actually  had  on  board  this  last 
December,  2,322  fewer  people  than  we  had  12  years  previously,  in 
December  of  1952.  This  is  so  despite  an  increase  of  more  than  4,300 
in  the  Internal  Revenue  Service. 

Mr.  Robison.  Mr.  Betts,  who  makes  the  review  that  you  mentioned 
a moment  ago  ? 

Mr.  Betts.  The  review  is  handled  in  each  bureau  by  an  official  desig- 
nated by  the  bureau  head.  If  you  would  like,  Mr.  Congressman,  I 
will  cite  just  what  the  requirements  are. 

Each  vacant  position  shall  be  reviewed  pursuant  to  section  145(b)  of  the  Fed- 
eral Employees  Salary  Act  as  soon  as  possible  after  it  becomes  vacant  to  deter- 
mine whether  the  duties  of  the  position  can  be  eliminated,  assigned  to  other 
positions,  or  modified  to  permit  performance  at  a lower  grade. 

The  following  criteria  shall  be  used  in  the  Bureau  procedures  to  determine 
the  action  with  respect  to  vacant  positions. 

1.  Positions  in  any  grade  which  have  been  vacant  for  more  than  6 months 
will  be  abolished  and  the  duties  and  responsibilities  will  be  distributed  elsewhere 
except  for  unusual  circumstances.  Action  taken  will  be  appropriately  recorded. 

2.  A vacant  position  above  the  average  working  level  should  be  abolished  if 
its  higher  level  tasks  can  be  absorbed  by  existing  higher  level  positions  and  the 
remaining  work  distributed  to  other  employees. 

3.  A vacant  position  should  be  abolished  if  it  is  one  of  several  similar  positions 
and  other  employees  can  absorb  the  duties  by  means  of  assignment  of  lower 
level,  administrative,  or  clerical  duties  to  new  and  existing  support  positions. 
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4.  A position  should  be  abolished  if  a reduction  has  occurred  in  the  workload 
of  the  organization  in  an  amount  approximately  equal  to  the  workload  of  the 
position  or  if  improvements  and  circumstances  make  it  possible  for  other  qualified 
employees  to  assume  the  residue  of  the  tasks. 

Tliese  are  the  instructions  to  the  bureaus  on  every  vacancy  that 
comes  about. 

Mr.  Kobison.  Thank  you. 

sa^ungs  ]s^ot  directly  related  to  the  pay  act 

Mr.  Steed.  Can  you  give  us  an  estimate  about  what  part  of  this 
absorption  which  has  been  effected  would  have  reflected  itself  in  savings 
had  not  the  pay  act  been  enacted  ? In  other  words,  I am  sure  some  of 
this  was  brought  about  by  deliberate  administrative  action,  and  some 
would  have  been  automatic,  anyway,  under  your  system  of  review. 
Could  you  give  us  some  estimate  about  that  part  of  it  ? 

Mr.  Betts.  I will  give  you  an  estimate,  and  then  if  I may  check  it 
more  closely  after  I get  back  to  the  office,  I would  appreciate  it. 

There  is  about  $2.3  million  in  the  Internal  Ee venue  Service  that 
would  have  lapsed  to  the  Treasury,  I am  sure,  because  of  the  equip- 
ment change  and  slippage  in  the  comxiliance  programs.  Similarly,  a 
major  portion  of  the  $433,000  in  the  Bureau  of  Accounts  and  probably 
all  of  the  $236,000  proposed  for  transfer  would  have  remained  unobli- 
gated at  the  end  of  the  year.  So,  $2.5  to  $3  million  of  the  $7  million 
which  we  absorbed  probably  would  have  lapsed. 

ACTIOYS  taken  TO  ABSORB  PAY  INCREASE  COSTS 

Mr.  Steed.  When  you  knew  you  were  faced  with  this  impact,  what 
formal  actions  were  taken  to  get  ready  to  meet  it  ? 

Mr.  Betts.  Our  instructions  on  manpower  utilization  and  controls 
were  issued  in  November,  right  after  the  Budget  Bureau  had  given 
us  the  instructions  and  provided  the  assumptions  under  which  we  were 
to  operate  in  a deficiency  situation  for  this  year.  We  went  over  very 
carefully  in  our  office  and  with  the  Secretary  the  amounts  each  agency 
felt  they  could  absorb  and  how  they  would  meet  this  requirement  of 
an  absorption  minimum  of  10  percent.  The  bureaus  submitted,  in 
effect,  a financial  plan  and  a staffing  plan  for  1965  in  line  with  what 
the  Congress  had  approved  in  the  way  of  levels  of  appropriation  and 
how  they  would  meet  the  absorption  requirement.  In  some  cases  we 
asked  the  bureaus  to  assume  a greater  absorption  without  requesting 
additional  appropriations.  In  some  cases  the  Budget  Bureau  came 
back  and  asked  us  to  review  this  again.  So,  it  has  been  a refining 
process  since  about  the  1st  of  November.  We  did  issue,  as  I indicated 
formerly,  the  system  of  manpower  controls  and  cost  reduction  efforts. 

Mr.  Steed.  Along  the  same  line,  could  you  give  us  an  estimate  of 
what  additional  moneys  you  put  in  the  1966  budget  request  as  a result 
of  having  to  take  these  steps  to  absorb  these  amoimts  in  the  1965 
budget  ? 

Mr.  Betts.  The  amounts  that  are  being  absorbed  in  1965  of  course 
are  permanent  absorptions  in  the  sense  that  the  base  is  not  increased. 
The  total  budget  estimates  for  pay  act  increases  that  we  are  requesting 
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in  1966  is  $26,233,000.  The  costs  are  somewhat  higher  in  1966  than  in 
1965  because  the  pay  act  is  in  force  for  the  full  year  hi  1966  whereas 
it  was  in  effect  for  somewhat  less  than  a full  year  in  1965. 

ADDITIONAL  PERSONNEL 

Mr.  Steed.  In  the  case  of  the  Secret  Service,  additional  employees 
ivere  added  over  and  above  those  that  ivere  presented  to  the  com- 
mittee in  the  1965  budget.  Are  there  any  other  additions  to  personnel 
in  any  other  agency  ? 

Mr.  Betts.  No,  sir,  that  is  the  only  case.  The  only  authorized  de- 
ficiency we  have  this  year  is  for  pay,  which  is  before  you  in  an  amount 
slightly  below  the  amount  approved  by  the  Budget  Bureau  in  the  ap- 
proved deficiency  apportionment.  This  results  from  additional  ab- 
sorptions that  came  about  later.  The  other  approved  deficiency  is  for 
the  Secret  Service,  which  you  will  hear  later. 

ABSORPTION  BY  THE  BUREAU  OF  THE  MINT 


Mr.  Steed.  In  view  of  the  fact  that  the  Bureau  of  the  Mint  has  had  ; 
an  emergency  situation  because  of  the  coin  shortage  and  actually  has  | 
been  in  the  process  of  adding  employees  and  expanding  almost  week  1 
by  week  and  certainly  month  by  month  to  meet  that  problem,  how,  ii- 
then,  are  they  able  to  absorb  7.8  percent,  as  I believe  you  said?  l 
Mr.  Betts.  The  absorption  is  $15,110,  or  7.8  percent,  Mr.  Chairman,  i 
They  received  a supplemental  appropriation  in  the  closing  days  of 
the  88th  Congress  in  the  amount  of  $4.5  million.  They  were  able  to  } 
absorb  this  $15,000  primarily  from  lapses  in  not  putting  people  on  [ 
quite  as  fast  as  had  been  planned  in  the  supplemental.  The  absorp- 
tion is  related  to  general  administrative-type  personnel  and  not  wage  : 
board  employees.  f 

MINT  PROGRAM  FOR  19  66  | 

Mr.  Steed.  Are  you  in  a position  now  to  know  whether  or  not  the  t 
situation  will  bring  additional  mint  expansions  in  fiscal  1966  or  have  S' 
they  about  reached  the  peak  ? ;; 

Mr.  Betts.  No,  they  have  not  reached  the  peak,  particularly  if  we  li 
go  into  a stepped-up  production  as  a result  of  a new  type  of  alloy 
to  be  used  in  the  coins.  Plans  are  being  developed  for  changes  in  the  . 
legislation  on  coinage.  I believe  the  timetable  is  that  they  hope  to  ; 
have  the  legislative  proposal  before  the  Congress  about  the  15th  of  ^ 
April.  Whatever  change  is  made  in  the  alloy  and  how  fast  they  con-  f 
vert  to  the  new  type  of  coin  will  in  major  part  determine  the  number  j: 
of  people  that  they  will  have  to  add  and  the  amount  of  additional 
equipment  they  will  need.  The  mint  is  developing  a plan,  indicating 
both  the  financial  and  programing  schedules,  so  we  can  present  to  the 
Congress  as  soon  as  the  decision  on  alloy  is  made,  information  as  to 
what  the  impact  will  be.  I believe  that  probably  there  will  be  a sup-  | 
plemental  request  made  for  1966  when  these  factors  are  known.  ; 
Mr.  Steed.  Mr.  Conte.  | 

Mr.  Conte.  Mr.  Betts,  this  supplemental  that  you  have  before  us 
today  is  strictly  for  pay  raises  enacted  by  Public  Law  88-426,  is  that 
correct  ? [ 
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Mr.  Betts.  That  is  correct,  plus  other  laws  affecting  pay  of  per- 
sonnel. 


COAST  GUARD  PAY  INCREASE  COSTS 


Mr.  Conte.  On  the  sheet  which  you  have  submitted  for  the  record, 
under  Coast  Guard  you  have  operating  expenses,  $2,102,000.  Is  that 
part  of  the  pay  raise  ? 

Mr.  Betts.  This  is  the  military  pay  raise  under  Public  Law  88^22. 
We  have  attempted  on  the  sheet  to  break  down  the  statutory  authority 
for  the  pay  increase. 

Mr.  Conte.  Right. 

Mr.  Betts.  We  have  a total  for  military  pay  of  $2,835,000.  In  the 
Coast  Guard  the  military  pa}^  is  larger  than  the  amounts  for  civilian 
pay  contained  in  the  regular  pay  act  because  they  have  more  military 
personnel  than  they  have  civilian. 

The  $22,000  under  “Administrative,”  Mr.  Conte,  covers  light- 
house aids  and  lamplighters.  These  employees  are  under  a separate 
compensation  plan.  Therefore,  their  raises  were  made  by  admin- 
istrative action;  however,  under  Public  Law  88-631  the  raises  could 
be  made  retroactive  to  coincide  with  the  Government  employees. 

Mr.  Conte.  Mr.  Betts,  there  is  not  anything  in  this  supplemental 
which  should  be  in  the  1966  budget  ? 

Mr.  Betts.  No,  tliis  is  all  for  1965  activities.  In  our  1966  budget  we 
have  requested  the  costs  of  the  pay  increases  for  the  full  fiscal  year 
1966. 

PAY  INCREASE  COSTS  OF  THE  OFFICE  OF  THE  SECRETARY 

Mr.  Conte.  On  the  sheet  which  you  have  submitted  you  show  as  the 
first  item.  Office  of  the  Secretary,  $357,000. 

Mr.  Betts.  That  is  correct. 

Mr.  Conte.  In  your  justifications  for  the  Office  of  the  Secretary  of 
the  Treasury,  page  7 of  the  justifications,  you  have  pay  adjustment  au- 
thorized by  Public  Law  88-426,  $340,000,  which  is  $17,000  less  than 
what  you  are  asking  for  in  the  supplemental.  You  have  stated  here 
that  actually  the  1966  figure  should  be  higher,  but  it  is  $17,000  lower. 

Mr.  Betts.  The  amount  of  the  supplemental  for  Office  of  the  Secre- 
tary in  1965  after  absorbing  $50,675  is  $343,000,  Mr.  Conte. 

Mr.  Conte.  In  my  book  it  shows  $341,000. 

Br.  Betts.  You  are  talking  about  1966  ? 

Mr.  Conte.  Exactly  right. 

Mr.  Betts.  I am  sorry.  The  correct  amount  is  $341,000  for  1966. 
In  1965  the  amount  is  $343,000  for  pay  and  then  there  is  $14,000  for 
wage  board  employees,  wliich  was  approved  after  the  President’s  budg- 
et for  1966  was  submitted.  Our  table  shows  the  $14,000  for  wage 
board  separately. 

Mr.  Conte.  That  still  doesn’t  reconcile  the  fact  that  your  wage 
board  figure  will  still  be  in  the  1966  budget,  and  this  is  $17,000  less 
than  your  1965  supplemental.  That  wage  board  increase  that  you 
talk  about,  $14,000,  is  not  going  to  be  dropped  in  1966.  It  will  be  in 
there. 

Mr.  Betts.  It  will  have  to  be  paid. 

Mr.  Conte.  Surely. 

Mr.  Betts.  I do  not  have  the  answer  to  that,  Mr.  Conte.  I will  be 
glad  to  provide  you  an  explanation  of  why  the  cost  is  $341,000  in  1966 
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as  contrasted  to  the  $343,000  in  1965.  The  wage  board  increase  of 
$14,000  would  not  be  in  the  $341,000  for  1966  because  we  did  not  know 
about  the  wage  board  at  the  time  of  the  preparation  of  the  1966 
budget.  I will  be  glad  to  provide  an  explanation  of  why  the  pay 
increases  are  lower  in  1966  tlian  the  $343,000  requested  in  1965. 

(The  information  requested  follows :) 

In  1965  the  Office  of  the  Secretary  financed  the  costs  of  the  central  health 
(emergency)  rooms.  In  1966  the  budget  recommended  that  these  units  be 
financed  by  the  bureaus  whose  personnel  were  serviced  by  this  staff.  The  pay  act 
costs  applicable  to  the  medical  staff  (Public  Health  personnel)  which  the  Office 
of  the  Secretary  paid  in  1965  are  .$2,300.  That  is  the  reason  the  1966  request  for 
pay  act  costs  is  $2,000  less  than  the  1965  amount. 

BUREAU  OF  THE  MINT  PAY  INCREASE  COSTS 

IMr.  Conte.  Now  let  us  take  the  Bureau  of  the  Mint,  $179,000. 

i\Ir.  Betts.  That  includes  $44,959  in  wage  board  increases. 

Mr.  Conte.  What  does  it  show  in  your  blue  sheets  ? 

Mr.  Betts.  $134,000  in  1965  and  $154,000  in  1966. 

Mr.  Conte.  Not  counting  the  wage  board. 

Mr.  Betts.  Not  counting  the  wage  board. 

Mr.  Conte.  The  point  I am  trying  to  make  is  if  you  absorb  these 
in  1965,  and  absorb  24  percent,  then  it  should  be  reflected  in  your 
budget  for  1966. 

Mr.  Betts.  It  is  reflected  in  the  fact  that  the  amounts  absorbed 
haiT  already  been  taken  out  of  the  base  for  1966. 

Mr.  Conte.  Say  you  have  an  average  of  20-percent  absorption, 
should  not  the  1966  budget  show  a 20-percent  absorption  also  ? 

]\Ir.  Betts.  It  does.  The  costs  would  be  more  than  reflected  here 
as  supplemental  appropriation  requests.  These  appropriation  re- 
quests are  net  figures.  As  an  example,  in  the  Office  of  the  Secretary, 
the  total  pay  costs,  outside  of  the  wage  board  increases,  are  about 
$394,000  this  year 

Mr.  Conte.  More. 

Mr.  Betts.  The  total  costs  are  $394,000  more,  and  we  are  asking 
for  an  appropriation  of  only  $343,000  or  an  absorption  of  $51,000. 
That  same  absorption  is  reflected  in  1966  in  that  we  are  not  asking 
in  1966  that  you  appropriate  the  amount  we  absorbed  in  1965. 

Mr.  Conte.  How  much  is  the  cost  of  the  additional  employees  you 
are  asking  for  in  1966?  The  figure  which  you  just  gave  me  would  not 
show  that. 

Mr.  Betts.  The  additional  employees  on  page  7,  the  Office  of  the 
Secretary — I am  sorry ; you  were  discussing  the  mint. 

total  1965  AND  19  6 6 PAY  INCREASE  COSTS 

Mr.  Conte.  Let  us  have  the  total  figure.  Give  me  the  total  figure 
for  the  Treasury — your  wage  costs  under  the  supplemental,  your  wage 
costs  under  fiscal  year  1966,  what  you  are  asking  for  in  new  emplojues 
in  1966,  and  the  cost  of  the  new  employees. 

Mr.  Betts.  I will  have  to  supply  that. 
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(The  information  requested  follows :) 


1965 

Total  pay  costs $29,  417, 153 

Absorption 7,  218,  153 


Supplemental  appropriation  requested 22, 199,  000 


I960 

Total  pay  costs 30,  305.  022 

Absorption 4,  072,  022 


Appropriation  requested 26,  233.  000 


New  employees  requested  in  1966  : 

Average  positions 5,  024 

Amount $34,  046,  000 


Total  increase  requested 86,  805,  000 


Pay  act-: 26,  233.  000 

New  employees  and  related  costs 34.  046.  000 

Other  increases 26,  526,  000 


Mr.  Conte.  I have  no  further  questions. 

Mr.  Steed.  Mr.  Betts,  of  the  $215,000  request,  under  House  Docu- 
ment 80  and  the  $21,984,000  total  under  House  Document  98,  the  items 
of  $2,304,000  for  the  Bureau  of  Customs,  $2,652,000  for  the  Coast 
Guard,  and  $15,395,000  for  the  Internal  Kevenue  Sendee,  account  for 
most  of  this  supplemental  request,  and  are  reflected  primarily  in  the 
fact  that  these  three  agencies  contain  the  majority  of  the  personnel 
involved  in  your  operations.  Is  that  not  true  ? 

Mr.  Betts.  That  is  veiw  true.  Of  course,  the  Internal  Eevenue 
Service  is  almost  two-thirds,  I believe,  of  the  entire  Department. 

Mr.  Steed.  It  follows  that  they  are  also  about  tv.m-thirds  of  the 
personnel  of  the  Department,  too. 

Mr.  Beti\s.  Yes. 

Mr.  Steed.  Mr.  Cohelan. 

Mr.  Cohelan.  Yo  questions,  Mr.  Chairman. 

Mr.  Steed.  Mr.  Robison. 

COAST  GUARD  MIIATARY  PAT  ADJUST3IENTS 

Mr.  Robison.  Mr.  Betts,  the  militar}"  pay  adjustments  to  which  you 
refer  are  for  Coast  Guard  pay  ? 

Mr.  Betts.  That  is  correct. 

Mr.  Robison.  And  no  other  military? 

Mr.  Betts.  No. 

interpretation  of  10 -percent  absorption  REQUIRE5IENT 

Mr.^  Robison.  I take  it  that  the  10-percent  absorption  reejuiremepd 
contained  in  title  I of  Public  Law  88—426  has  been  interpreted  as 
3 governmentwide  liasis  rather  than  on  an  agency-by- 
agency  or  department-by-department  basis.  Is  that  correct  t 
^ Mr.  Betts.  The  Budget  Bureau  gave  us  instructions  that  absorji- 
tion  should  be  10  percent  of  the  total  of  the  department,  and  we  have 
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met  or  exceeded  that  requirement.  The  interpretation  of  the  law  I 
think  is  as  you  have  given  it,  that  a 10-percent  absorption  is  required 
govemmentwide. 

Mr.  Robison.  Yes,  because  the  Post  Office  Department  yesterday 
told  us  they  met  a figure  of  only  8.4  percent.  Is  there  any  question 
about  the  correctness  of  that  interpretation  on  a goveriimentwide 
basis  ? 

Mr.  Betts.  No,  I don’t  believe  so.  In  the  transmittal  of  the  pay  sup- 
plemental, Mr.^  Gordon  points  out  the  10-percent  absorption  require- 
ment then  indicates  that  all  Government  agencies  have  absorbed  24 
percent  of  title  I costs  and  that  slightly  less  than  $500  million  of  sup- 
plemental appropriations  are  being  requested.  The  Congress  had 
indicated  that  $544  million  was  the  maximum  amount  that  could  be 
requested. 

Mr.  Robson.  Of  course,  if  we  had  met  the  10-percent  absorption 
requirement  on  the  basis  of  applying  it  to  each  of  the  agencies  and 
departments,  the  savings  would  have  been  more  substantial. 

Mr.  Betts.  I think  that  is  right. 

Mr.  Robison.  That  is  all,  Mr.  Chairman. 

Mr.  Steed.  Thank  you  very  much,  Mr.  Betts. 


March  12,  1965. 

U.S.  Secret  Service 
WITNESSES 

JAMES  J.  ROWLEY,  CHIEF,  U.S.  SECRET  SERVICE 
ERNEST  C.  BETTS,  JR.,  DEPUTY  ASSISTANT  SECRETARY  FOR  ADMIN- 
ISTRATION AND  BUDGET  OFFICER,  TREASURY  DEPARTMENT 

Object  classification 


[In  thousands  of  dollars] 


1965, 

presently 

available 

1965 

revised 

estimate 

1965 

increase 

11.1 

Personnel  compensation: 

Permanent  positions  

5,541 

5,765 

224 

11.3 

Positions  other  than  permanent 

11.5 

Other  personnel  compensation 

417 

430 

13 

'Total  personnel  compensation 

5,958 

419 

6,195 

433 

237 

12.0 

Personnel  benefits 

14 

13.0 

Benefits  for  former  personnel  

21.0 

Travel  and  transportation  of  persons 

589 

659 

70 

22.0 

Transportation  of  things 

38 

98 

60 

23.0 

Rent,  communications,  and  utilities.  

115 

192 

77 

24.0 

Printing  and  reproduction 

17 

24 

7 

25.1 

Other  services 

170 

205 

35 

25.2 

Services  of  other  agencies.  

26.0 

Supplies  and  materials 

134 

139 

5 

31.0 

Equipment 

225 

315 

90 

32.0 

Lands  and  structures  ..  

33.0 

Investments  and  loans  

41.0 

Grants,  subsides,  and  contributions  . . 

42.  0 

Tn.<!nrfl,Ticp,  claim.'!  and  indcmnitic.'! 

43.0 

Tnterc.st  and  dividends 

44.0 

Refunds  _ . . 

91.0 

Unvouchered  . ... 

50 

50 

Supplemental  required  for  Pay  increase  (P.L.  88-426) 

Total  obligations..  

-215 

-f215 

810 

99.0 

7, 500 

8,310 
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Personnel  summary 


1965 

presently 

available 

1965 

revised 

estimate 

1965 

increase 

Total  number  of  permanent  positions 

600 

675 

75 

Average  number  of  all  employees 

586 

630 

44 

Employees  in  permanent  positions  end  of  year 

586 

661 

75 

Average  GS  grade 

9.8 

9.5 

-0.3 

Average  GS  salary 

$9,420 

$9,040 

-$380 

Program  and  financing 
[In  thousands  of  dollars] 


1965 

presently 

available 

1965 

revised 

estimate 

1965 

increase  (-]-) 
or 

decrease  (— ) 

Program  by  activities: 

1,  Suppressing  counterfeiting  and  investigating  check 
and  bond  forgeries ..  

7, 528 
186 
90 

8, 123 
186 
90 

595 

2.  General  administrative  services 

3.  Executive  direction 

Total  program  costs,  funded 

7, 804 
-89 

8, 399 
-89 

595 

Change  in  selected  resources - 

Supplemental  required  for  pay  increases  (PubUc  Law  88-426) . 
Total  obligations 

-215 

-1-215 

7,  500 

8, 310 

810 

Mr.  Steed.  The  Committee  will  now  take  up  the  supplemental  re- 
quest under  the  Treasury  Department  for  the  United  States  Secret 
Service. 

J USTIFICATION  OF  THE  ESTIMATES 

The  justifications  will  be  inserted  at  this  point  in  the  record. 

(The  justifications  follow:) 

Peotection  of  the  Peesident,  Vice  Peesident  and  Families 

The  funds  requested  under  this  appropriation  are  for  the  administrative 
costs  in  connection  with  the  carrying  out  of  the  basic  functions  with  which 
the  Service  is  charged.  The  Secret  Service  has  completed  studies  of  initial 
requirements  necessary  for  the  expanding  program  for  the  protection  of  the 
President  and  Vice  President  of  the  United  States  and  their  famiUes.  The 
request  as  set  forth  in  the  attached  supplemental  explains  the  need  for  addi- 
tional manpower,  equipment,  research  and  other  administrative  support  to 
implement  this  program.  The  increased  responsibilities  in  the  protective  field 
dicate  the  need  for  additional  agents  on  protective  assignments  together  with 
supporting  personnel  and  equipment  to  carry  out  this  responsibility. 

PTJEPOSE  AND  NEED  FOE  SUPPLEMENTAL  FUNDS 

Request  is  made  for  additional  funds  to  adequately  implement  the  provisions 
of  the  program  required  to  support  increased  protective  responsibilities,  and  for 
pay  increase  authorized  by  Public  Law  88-426. 


Schedule  oh  supplemental  appropriations  and  revised  estimates^ 

[In  thousands  of  dollars] 

1,  Present  appropriation  or  estimate- 7,  500' 

2.  Additional  amounts  available 18 


8.  Total  amount  available 7,  518 


4.  Apportionments : 

1st  quarter 1,  981 

2d  quarter 2, 121 

3d  quarter 2, 185 

4tb  quarter 1,  231 

Budgetary  reserves O' 


5.  Total  apportionments  and  reserves 7 518 


6.  Obligations : 

1st  quarter  (actual) 1,821 

2d  quarter  (actual) 2,040  i 

3d  quarter  (estimated) 2,305  i 

4th  quarter  (estimated) 2,162  ' 


7.  Total  actual  and  estimated  o*bligations 8,  328 

8.  Less  total  amount  available —7,  518 


9.  Estimated  supplemental  required 810 


10,  Estimated  supplemental  included  in  latest  budget 0 


11.  Date  needed  : 

For  obligation,  Apr.  1,  1965, 

For  expenditure.  INIay  1,  1965. 

12.  Estimated  expenditures  from  supplemental : Inhudget  Revised 

In  current  fiscal  year $714  714 

In  next  fiscal  year 96  96 

After  next  fiscal  year 

Total 810  810 


13.  Actual  obligations  last  3 months  ; i 

October  1964 686,  504  | 

November  1964 645,685 

December  1964 707,336  ■ 

Justification  for  Proposed  1965  Supplexiental  Estimate  ; 

DETAILED  EXPLANATION  OF  ESTIMATE  j 

Supplemental  request  for  extension  of  protection  responsibilities  and  cost  of 
Federal  Salary  Reform  Act  of  1964  (Public  Law  88-426)  : 

Personnel  compensation : 

50  GS-7  special  agents  (6  months) $150,156 

20  GS-5  clerks  (6  months) 49,536 

1 GS-14  technical  specialist  (ADP)  (6  months) 7,029  j 

1 GS-13  technical  specialist  (ADP)  (6  months) 5,997  ! 

3 GS-9  technical  specialists  (ADP)  (6  months) 10,743  j 

Overtime  (Public  Law  763)  (6  months) 13,341  | 


Total  personnel  compensation. 


236,  802. 
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Personnel  benefits : 

Contribution  to  liealtb  plan S3.  556 

Contribution  to  insurance H54 

Contribution  to  retirement  fund 9.  084 


Total  personnel  benefits 14,  404 

Travel  and  transportation  of  persons 70.  000 

Transportation  of  things 60.  000 

Rent,  communications,  and  utilities 77,  000 

Printing  and  reproduction 7,  500 

Other  c*ontractual  services 35.  000 

vSupplies  and  materials 5,  000 

E(iuipment 89.  699 


Total 595,  495 

Supplemental  request  for  pay  raise  (Public  Law  88-426) 214,505 


Total  request 810,  000 


PERSONNEL  COMPENSATION 

Request  is  made  for  50  special  agents,  20  clerks,  and  5 technical  specialists  to 
implement  the  program  required  for  the  extension  of  protective  responsibilities 
as  reflected  in  our  planning  document.  Tlie  additional  agents  will  be  used  for 
protective  assignments,  to  handle  the  greatly  increased  volume  of  security 
investigations,  and  to  make  advance  assignments.  Five  technical  specialists 
will  be  employed  to  study  and  implement  revised  modern  procedures,  including 
APP,  for  the  Protective  Research  Section.  The  additional  clerks  will  be  neces- 
sary for  support  functions  in  the  field  and  in  headquarters. 

TRAVEL  AND  TRANSPORTATION  OF  PERSONS 

The  amount  of  $70,000  repres'ents  field  travel  to  be  incurred  by  50  agents  at 
an  estimated  cost  of  $800  per  year  for  6 months  ($20,000)  and  $50,000  to  provide 
for  the  increased  cost  of  agents  on  protective  assignments. 

TRANSPORTATION  OF  THINGS 

This  amount  is  requested  to  cover  the  cost  of  shipping  the  household  effects 
4or  agents  to  be  transferred  to  Washington,  D.C.  (50  X $1,200=$60,000) . 

RENT,  COMMUNICATIONS,  AND  UTILITIES 

The  amount  of  $77,000  is  requested  to  cover  the  cost  of  additional  space- 
iexpansion  and  related  communication  costs  in  1965. 

PRINTING  AND  REPRODUCTION 

The  amount  of  $7,500  is  requested  to  cover  the  increased  cost  of  printing  and 
reproduction  of  various  administrative  forms  uhich  will  be  necessary  in  im- 
plementing this  program. 

OTHER  CONTRACTUAL  SERVICES 

This  amount  is  requested  for  the  following  activities:  (1)  a feasibility  study 
of  the  Protective  Research  Section  to  be  implemented  prior  to  requesting  funds 
for  purchase  of  functional  equipment  ($32,000)  and  (2)  r'efurbishing  head- 
quarters offices  ($3,000). 

SUPPLIES  AND  MATERIALS 

The  amount  of  $5,000  is  requested  to  cover  the  increased  costs  incurred  in 
office,  photographic,  and  miscellaneous  materials  needed  to  implement  this 
supplemental  program. 

EQUIPMENT 

The  amount  of  $89,699  is  requested  to  provide  the  necessary  equipment  for 
increased  responsibilities  under  iirotective  assignments. 
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Item  Amount 

Physical  protective  aids $73,  OOO 

Agents’  equipment,  at  $100  per  agent 5,  000 

10  electric  typewriters,  at  $335 3,  350 

5 standard  typewriters,  at  $206 1,  030 

Office  furniture  and  equipment  for  20  clerical  positions 7,  319 


Total 89,  699 


Supplemental  Request  for  Pay  Increase 

Request  is  made  for  $215,000  for  pay  increases  authorized  by  Public  Law  88-426  : 

effective  July  5,  1964.  This  amount  was  determined  by  projecting  the  actual 
number  of  personnel  on  the  rolls  as  of  June  30,  1964,  plus  other  personnel  com- 
pensation and  benefits  at  the  revised  rates. 

Mr.  Steed.  We  have  with  ns  this  morning  the  Chief  of  the  Secret 
Service,  Mr.  J ames  J.  Eowley,  and  his  staff.  Chief,  I believe  you  have 
a general  statement  concerning  this  request  and  we  will  be  glad  to 
hear  from  you  at  this  time. 

General  Statement 

Mr.  Eowley.  Mr.  Chairman  and  members  of  the  committee,  we 
welcome  the  opportunity  to  appear  before  this  distinguished  com- 
mittee today  to  present  our  justifications  for  the  supplemental  appro- 
priation requested  for  fiscal  year  1965  in  the  amount  of  $810,000 
as  set  forth  in  House  Document  Eo.  80.  A supplemental  request  is 
made  for  $810,000  of  which  $595,000  is  requested  to  extend  our  pro- 
tective capabilities  and  $215,000  to  meet  the  added  costs  of  the  Fed- 
eral Salary  Eeform  Act  of  1964  (Public  Law  88-426).  To  meet  the 
$595,000  program  increase,  it  is  being  recommended  that  $539,000  be 
transferred  from  savings  in  Eetired  Pay  Act,  U.S.  Coast  Guard.  The 
balance  of  $56,000  for  program  purposes  and  the  $215,000  for  the  pay 
act,  will  be  a direct  appropriation.  In  November  1964  the  Bureau 
of  the  Budget  approved  a deficiency  reapportionment  which  was  re-  : 
ported  to  the  Congress  by  the  Director  of  the  Bureau  of  the  Budget 
on  November  27,  1964.  The  reapportionment  increased  the  Secret  5 
Service  force  by  50  agents,  20  clerks,  and  5 ADP  specialists  and  ini-  ' 
tiated  an  ADP  feasibility  study.  This  approval  came  after  the  | 
President’s  Cabinet  Committee  on  the  Warren  Eeport  had  concluded  ?: 
that  the  implementation  of  the  Service’s  plan  to  improve  its  protective  | 
capabilities  should  not  be  delayed  until  fiscal  1966.  I 

The  personnel  increase  brings  our  total  employment  up  to  661.  The  | 
additional  agents  will  be  used  to  investigate  the  increased  volume  of  | 
security  cases  originating  from  an  expansion  of  protective  informa- 
tion  received  from  other  agencies  and  to  support  advance  assignments.  | 
The  five  technical  specialists  will  conduct  the  feasibility  study  and  | 
systems  necessary  to  implement  modern  procedures  toward  the  use  | 
of  ADP  for  the  Protective  Eesearch  Section.  The  additional  clerks  | 
will  be  necessary  for  support  functions  in  the  field  and  headquarters.  | 

Mr.  Chairman,  at  this  time  I would  like  to  submit  for  the  record  |: 
extracts  of  Secretary  Dillon’s  statement  before  this  committee  when  t 
he  testified  on  the  1966  budget  estimates  for  the  U.S.  Secret  Service,  f 
Also,  I would  like  to  submit  for  the  record  the  plan,  in  brief,  of  the  | 
U.S.  Secret  Service  to  meet  requirements  for  expanded  protection  .| 
of  the  President  and  the  Vice  President  of  the  United  States.  t 
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I shall  be  pleased  to  answer  any  question  or  provide  any  further 
information  the  committee  may  desire. 

(The  matter  referred  to  follows :) 

Extracts  of  Secretary  Dillon’s  Statement 

Secretary  Dillon.  Before  proceeding  with  the  general  discussion  of  the  Treas- 
ury budget  request,  I would  like  first  to  take  up  a matter  which  overshadows  in 
its  importance  every  other  item  in  our  Treasury  budget.  I personally  feel 
that  it  is  the  single  most  important  matter  to  be  considered  by  the  Appropria- 
tions Committees  of  the  House  and  Senate  this  year.  Its  implications  go  far 
beyond  mere  budgetary  policy.  I refer  to  the  question  of  the  resources  and  per- 
sonnel necessary  to  provide  effective  protection  to  the  President  of  the  United 
States. 

The  events  of  November  22,  1963,  made  it  clear  that  the  protection  we  have 
heretofore  provided  to  our  President  has  been  inadequate.  Nothing  can  redress 
the  tragedy  of  that  day,  but  we  all  bear  an  awesome  responsibility  both  to  our 
country  and  to  the  entire  free  world  to  insure  that  the  protection  now  and 
hereafter  provided  our  President,  whoever  he  may  be,  is  the  most  effective 
possible  in  our  democratic  society. 

The  authority  to  protect  the  President  is  vested  by  section  3056  of  title  18  of 
the  United  States  Code  in  the  U.S.  Secret  Service  subject  to  the  direction  of  the 
Secretary  of  the  Treasury.  I should  like  to  tell  this  committee  what  we  have 
done  since  November  1963  to  improve  the  protection  provided  the  President  and 
what  resources  we  believe  are  necessary  to  do  the  job  effectively. 

Immediately  following  the  assassination,  the  Secret  Service  began  an  informal 
study  of  measures  to  improve  its  system  of  protection,  and  on  December  20, 
1963,  I directed  that  the  study  be  placed  on  a formal  basis  and  specified  the 
broad  areas  that  it  should  cover.  This  study,  with  the  aid  of  consultants  we 
called  in  on  various  matters,  was  completed  in  the  spring  of  1964.  Action  was 
taken  to  correct  deficiencies  as  they  were  uncovered  by  the  study.  I also  re- 
quested that  the  Service  prepare  a long-range  planning  document  identifying 
the  additional  resources  and  personnel  that  it  believed  were  required  to  provide 
improved  protection  to  the  President.  This  planning  document,  dated  August 
27,  1964,  was  submitted  to  the  President’s  Commission  on  the  Assassination  of 
President  Kennedy  (the  Warren  Commission)  and  appears  as  exhibit  1053-A  to 
its  record.  The  earlier  study,  which  is  classified,  was  also  made  available  to  the 
Warren  Commission  with  related  consultant  reports. 

The  Warren  Commission,  after  thoroughly  reviewing  the  operations  of  the 
Service,  concluded  at  page  23  of  its  report : 

“The  complexities  of  the  Presidency  have  increased  so  rapidly  in  recent  years 
that  the  Secret  Service  has  not  been  able  to  develop  or  to  secure  adequate  re- 
sources of  personnel  and  facilities  to  fulfill  its  important  assignment.  This 
situation  should  be  promptly  remedied.” 

Tlie  Commission  stressed  the  importance  of  automating  the  Secret  Service 
operation  and  pinpointed  the  deficiencies  in  the  operation  of  the  Service’s  Pro- 
tective Research  Section  (pp.  23,  26,  464,  465,  468,  Warren  Commission  report). 
The  report  then  states  (p.  26)  : 

“The  Commission  believes  that  when  the  new  criteria  and  procedures  are 
established,  the  Secret  Service  will  not  have  sufficient  personnel  or  adequate 
facilities.  The  Commission  recommends  that  the  Secret  Service  be  provided  with 
the  personnel  and  resources  which  the  Service  and  the  Department  of  the 
Treasury  may  be  able  to  demonstrate  are  needed  to  fulfill  its  important  mission.” 

The  Commission  discussed  the  personnel  situation  of  the  Service  last  year 
and  the  long-range  plan.  It  suggested  that  the  agents  of  the  Service  are  sub- 
stantially overworked  and  on  page  467,  the  report  states  : 

“The  Commission  urges  that  the  Bureau  of  the  Budget  review  these  recom- 
mendations with  the  Secret  Service  and  authorize  a request  for  the  necessary 
supplemental  appropriation,  as  soon  as  it  can  be  justified.  The  Congress  has 
often  stressed  that  it  will  support  any  reasonable  request  for  funds  for  the 
protection  of  the  President.” 

Commissioner  Ford  (the  minority  leader  of  the  House  and  a former  member 
of  the  House  Committee  on  Appropriations)  made  clear  during  hearings  of  the 
Commission  the  importance  that  he  and  the  Congress  attached  to  the  Service’s 
promptly  taking  steps  to  get  whatever  resources  it  needed.  I commend  his 
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remarks  to  your  attention  (vol.  5,  p.  478,  hearings  before  the  President’s  Com- 
mission on  the  xlssassination  of  President  Kennedy) . 

J.  Edgar  Hoover,  the  distinguished  Director  of  the  FBI,  categorically  told 
the  Commission  that  “the  Secret  Service  is  entirely  too  small  a force  today 
to  handle  the  duties  that  they  are  handling”  (vol.  5,  p.  113,  op.  cit).  His 
opinion  is  entitled  to  great  weight  in  this  field,  and  he  has  repeatedly  stated 
that  the  Service  requires  additional  resources. 

On  September  27,  1964,  the  day  the  Warren  Commission  report  was  released. 
President  Johnson  appointed  a committee  composed  of  the  Acting  Attorney 
General  (Mr.  Katzenbach),  the  Director  of  Central  Intelligence  (Mr.  McCone), 
his  Assistant  on  National  Security  Affairs  (Mr.  Bundy)  and  me  to  advise  him 
on  the  recommendations  of  the  Warren  Commission  report.  The  Director  of 
the  Bureau  of  the  Budget  met  with  us  as  an  ex  oflEicio  member  of  the  committee. 
Through  him  the  resources  of  the  Bureau  of  the  Budget  were  made  fully  avail- 
able to  us.  We  and  our  staffs  examined  the  recommendations  very  carefully. 
We  organized  two  task  forces ; One  to  evaluate  the  Secret  Service  long-range 
plan  as  it  pertained  to  increase  of  personnel,  and  the  other  as  it  pertained  to 
the  Service’s  automatic  data-processing  proposals.  The  task  forces,  composed 
of  the  best  qualified  individuals  we  could  find  in  the  Federal  Government, 
reported  to  us  in  November.  They  both  concluded  that  the  Service’s  long-range 
plan  was  generally  sound  but  each  of  them  urged  that  the  Service’s  recommenda- 
tions for  additional  personnel  and  funds  be  somewhat  increased.  The  Secret 
Service  has  concurred  in  the  task  force  reports.  They  will  be  made  available  to 
your  committee  if  you  so  desire. 

In  November,  the  President’s  Committee  recommended  that  the  strengthening 
of  the  Secret  Service  be  commenced  immediately.  We  were  satisfied  that  the 
Service's  plan  was  sound  and  that  we  would  not  be  justified  in  waiting  until  the 
fiscal  1966  appropriation  could  be  passed  in  order  to  begin  our  program  to 
improve  the  protection  system.  The  Director  of  the  Bureau  of  the  Budget 
approved  a deficiency  reapportionment  for  the  fiscal  year  1965  to  provide  funds 
for  75  new  personnel  and  for  the  commencement  of  an  automatic  data-processing 
study.  Virtually  all  the  75  new  ix)sitions  have  been  filled,  and  the  automatic 
data-processing  study  is  underway.  A supplemental  appropriation  request  is 
now  before  your  committee  in  the  amount  of  $810,000  which  includes  $595,000 
for  the  above  purposes  and  $215,000  for  pay  act  costs  in  1965. 

The  amount  of  $8,750,000  shown  in  the  President’s  1966  budget  for  the  Secret 
Service  merely  places  the  increases  approved  in  November  1964  on  an  annual 
basis  in  fiscal  year  1966.  I am  fully  convinced,  as  are  the  other  members  of 
the  President’s  Committee,  that  this  request  is  nowhere  near  sufficient  to  meet 
the  obvious  need.  I believe,  and  the  President’s  Committee,  including  the 
Director  of  the  Bureau  of  the  Budget,  concurs,  that  in  order  adequately  to  protect 
the  President,  his  family,  the  Vice  President,  and  others  authorized  by  law 
to  be  protected,  the  Secret  Service  will  require  in  fiscal  1966  the  following 
amounts  in  addition  to  those  appearing  in  the  President’s  budget: 

U.S.  Secret  Service 


Additional  reconiniendations  of  President' s Committee  for  fiscal  year  1966  above  the 
amount  included  in  President' s budget 


Personnel 

Dollars  (in 
thousands) 

Personnel  compensation  and  benefits: 

Agents - 

183 

I 

All  other  . _ . _ . 

39 

1 2, 187 

Exeeutive  and  administrative.--  . --.  . 

37 

Supporting  costs  (travel,  rent,  transportation,  printing,  supplies,  purchase  of 

evidence,  etc  1 

541 

Equipment: 

Automobiles  and  armored  vehicles  - __  

659 

2-way  radios  _ 

65 

All  other  (agents,  office,  and  furniture)  ..  . 

112 

Technical  protective  equipment  - 

no 

Phvsical  protection  aids  _ - - 

203 

Subtotal,  equipment  - - 

1,149 

Total  additional  estimate—.  . 

259 

3,877 

359 


This  would  mean  a total  appropriation  of  $12,627,000  for  the  Secret  Seiui.ce 
in  fiscal  1966  rather  than  the  $8,750,000  figure  that  is  carried  in  the  budget. 

I am  aware  that  it  is  perhaps  unprecedented  for  a Cabinet  officer,  and 
particularly  for  the  Secretary  of  the  Treasury,  to  ask  for  an  ai>propriation  in 
excess  of  that  requested  in  the  President’s  budget.  This  is.  however,  a very 
special  and  indeed  unique  situation.  President  Johnson  feels  that  these  sub- 
stantial additional  expenditures  required  for  the  increased  protection  of  the 
President  are  so  intimately  connected  with  him  that  he  should  not  personally 
pass  upon  them.  He  is  aware,  however,  that  I intend  to  request  what  I and 
the  President’s  Committee  feel  to  be  necessary.  He  is  fully  content  to  leave 
the  decision  to  the  wisdom  of  the  Congress.  While  this  decision  of  the  President’s 
places  an  additional  responsibility  upon  me  in  making  this  request,  and  on  the 
members  of  this  subcommittee  in  deciding  upon  it,  I fully  understand  and  respect 
President  Johnson’s  position.  So  also,  I am  sure,  will  the  American  people. 

I strongly  urge  that  these  additional  funds  be  provideil  in  full.  This  request 
has  the  unanimous  support  of  the  President’s  Committee  to  advise  him  on  the 
Warren  report  and  of  the  Director  of  the  Bureau  of  the  Budget,  who  sat  as  an 
ex  officio  member  of  the  Committee.  In  my  experience  in  the  Government,  no 
request  of  comparable  size  has  been  so  thoroughly  studied  and  processed,  but 
also,  in  my  judgment,  none  is  more  important.  I wish  to  emphasize  that  without 
these  additional  resources  it  will  simply  not  be  possible  for  the  Secret  Service 
to  provide  the  protection  to  the  President  and  his  family  that  the  tragic  event 
of  November  1963  has  proved  to  be  necessary. 

While  I will  naturally  be  prepared  to  answer  your  questions,  I do  not  propose 
to  take  the  time  of  this  committee  now  to  go  into  the  detailed  justification  of 
this  request.  Some  classified  matters  are  involved,  and  you  will  have  an 
opportunity  to  hear  from  Chief  Rowley  in  full  detail.  Finally.  I request  that 
if,  after  hearing  my  testimony  and  that  of  Chief  Rowley,  you  have  any  remaining 
questions  about  the  overall  necessity  for  a substantial  increase  in  Secret  Service 
personnel  and  capabilities,  you  ascertain  directly,  and  for  the  public  record,  the 
opinions  of  the  Chief  Justice  of  the  t.’nited  States,  the  Director  of  the  FBI. 
and  others,  such  as  Representatives  Boggs  and  Ford,  who  served  with  the 
Chief  Justice  on  the  President’s  Commission. 

U.S.  Secret  Service 

Plan  in  drief  to  meet  requirements  for  expanded  protection  of  the  President  and 
the  Vice  President  of  the  United  States 

I.  Manpower ; 233  agents,  5 technicians,  and  96  clerical  and  ad- 
ministrative support  positions $2,  970,  000 

A.  Expanded  facilities  in  protective  research : 17  agents, 

5 ADP  specialists. 

1.  Research  and  countermeasures  unit  to  check  and 
insure  the  technical  security  of  various  locations  used 
by  the  President  and  Tice  President  and  maintain  24- 
hour  coverage  for  Protective  Research  Section  (6 
agents ) . 

2.  Protective  security  unit  for  advance  work  with 
local  agencies  and  institutions  ( 6 agents) . 

3.  Technical  specialists  to  study  and  implement  ADP 
for  protective  research  (5  employees). 

4.  Employees  to  expand  liaison  with  law  enforcement 
and  intelligence  agencies  (5  special  agents) . 

B.  Special  agents  for  field  offices,  198  agents : These 
agents  will  handle  greatly  increased  volume  of  security  in- 
vestigations in  the  field  ; be  available  to  protect  President  or 
Vice  President  when  they  travel ; locate  and  keep  track  of 
suspects ; make  surveys  of  areas  vrhere  President  may 
travel ; reduce  backlog  of  cases  on  hand,  etc. 

C.  Headquarters  detail:  18  agents  for  a rotating  pool 
which  will  go  through  an  intensiv  e training  cycle  and  also 
be  available  to  supplement  the  White  House  detail  in  case 
of  unexpected  need. 

D.  Clerical  and  administrative  support : 96. 

II.  Equipment  and  research 2,  020  000 

A.  Automatic  data  processing  study:  using  consultants, 
lease  or  purchase  prototype  equipment  ($185,000). 

B.  Various  armored  devices  and  equipment  ($835,000). 


360 


Plan  in  orief  to  meet  requirements  for  expanded  protection  of  the  President  and 
the  Vice  President  of  the  United  States — Continued 

III.  Other  support $1, 137,  000 

A.  Equipment  related  to  increased  staff : autos,  radios, 
furniture  ($314,000) 

B.  Travel  and  transportation  ($272,000). 

C.  Auto  maintenance,  space,  communications,  etc. 

($551,000) 


Total  program  cost 5, 127,  000 

REVIEW  OF  THE  MANPOWER  REQUIREMENTS  OF  THE  U.S.  SECRET  SERVICE 

An  evaluation  was  made  of  the  manpower  resources  required  by  the  U.S. 
Secret  Service  to  conduct  an  expanded  program  for  the  protection  of  the  Pres- 
ident. This  expanded  program  was  described  by  the  Secret  Service  in  its  plan- 
ning document  of  August  27,  1964.  The  study  group  consisted  of  representatives 
of  the  Bureau  of  the  Budget,  Office  of  the  Secretary  (Treasury  Department), 
and  the  U.S.  Secret  Service. 

Protective  duties  involve  personnel  who  also  have  other  assignments,  and 
manpower  requirements  could  not  be  considered  meaningfully  without  evaluating 
the  total  workload  of  the  Service.  Therefore,  the  examination  by  the  study 
group  covered  all  principal  missions  including:  protection  of  the  President; 
protection  of  the  Vice  President ; protective  research ; criminal  and  noncrim- 
inal investigations  ; and  general  administration. 

Workload  data  was  developed  for  the  period  1955-64,  with  projections  through 
1966.  Work  units  were  identified  and  a determination  was  made  as  to  the 
amount  of  time  required  to  perform  each  work  unit.  These  work  units  consisted 
of  such  things  as  number  and  composition  of  criminal  and  noncriminal  cases ; 
posts  manned ; shifts  worked ; number  and  duration  of  trips  made  by  the  Presi- 
dent and  Vice  President,  etc. 

In  addition  to  considering  the  current  and  projected  workloads  within  each 
mission,  the  study  group  carefuly  evaluated  the  problem  of  backlog  of  case  work- 
load now  existing.  The  objective  of  this  review  was  that  of  determining  the 
manpower  required  to  reduce  this  backlog  to  more  manageable  proportions,  while 
at  the  same  time  avoiding  overstaffing. 

This  approach  enabled  the  study  group  to  arrive  at  conclusions  and  recom- 
mendations as  to  the  manpower  required  to  perform  the  total  workload  of  the 
Secret  Service.  Additional  review  was  then  made  of  the  Secret  Service  Head- 
quarters, to  evaluate  the  manpower  required  for  the  overall  planning,  direction, 
and  coordination  of  work,  with  consideration  also  being  given  to  the  additional 
workload  on  the  headquarters  which  would  result  from  an  expanded  program 
and  enlarged  field  force. 

As  a result  of  these  evaluations,  recommendations  were  made  to  the  effect 
that  the  manpower  requirements  of  the  U.S.  Secret  Service  for  fiscal  year  1966 
should  amount  to  a total  of  920  positions. 

Potential  Need  for  Automating  the  Protective  Research  Section  (PRS) 
Files  of  the  U.S.  Secret  Service 

A.  Background 

A study  group  was  directed  to  determine  whether  there  seems  to  be 
sufficient  advantage  in  automating  the  Protective  Research  Section  (PRS)  files 
to  warrant  a full-scale  system  development  effort.  Such  an  effort  was  proposed 
by  the  U.S.  Secret  Service  in  its  planning  document  of  August  27,  1964.  The 
study  group  was  to  present  findings,  recommendations,  and  a general  plan  for 
Implementing  its  recommendations.  The  group  consisted  of : 

Mr.  James  E.  Scott,  Jr.,  Commerce  and  Finance  Division,  Bureau  of  the  Budget. 

Mr.  Clark  R.  Renninger,  Office  of  Management  and  Organization,  Bureau  of  the 
Budget. 

Mr.  Nicholas  Schauer,  Department  of  the  Treasury. 

Mr.  Luther  T.  Partlow,  Central  Intelligence  Agency. 

Dr.  Peter  Bing,  Office  of  Science  and  Technology. 

B.  General  description  of  the  PRS  files 

The  PRS  files  contain  information  about  persons  or  groups  who  may  be  a 
danger  to  the  President.  Generally,  they  consist  of  (1)  a file  of  240,000  3-  by 
5-inch  index  cards,  each  card  containing  the  name,  other  selected  identfying 
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information,  and  a dossier  number,  and  (2)  a file  of  55,000  dossiers,  each  dossier 
containing  the  investigative  and  other  related  material.  The  index  cards  are 
maintained  alphabetically,  although  duplicates  are  arranged  in  geographical 
and  other  sequences  to  facilitate  alternative  ways  of  searching  for  names.  These 
index  files  are  used  to  determine  whether  individuals  are  in  the  file  and,  as 
necessary,  to  obtain  the  number  of  the  dossier  in  which  investigative  material 
is  located.  The  dossiers  are  maintained  in  numerical  sequence. 

A special  index  of  the  cases  considered  most  dangerous  is  maintained  on  a dis- 
trict basis  to  facilitate  prompt  referrals  of  names  to  the  local  Secret  Service 
office  when  a Presidential  trip  is  scheduled  in  a given  area.  This  file  (referred 
to  as  the  “trip”  file)  has  grown  from  200  names  to  800  names  within  the  last  year. 

Information  is  collected  for  the  files  on  the  basis  of  criteria  specified  by  the 
Secret  Service  and  furnished  to  law-enforcement  and  intelligence  agencies  and  to 
the  White  House  mailroom.  The  bulk  of  information  referrals  (about  325  per 
day)  come  from  the  White  House  mailroom  and  the  FBI,  although  other  refer- 
rals are  made  by  military  intelligence  agencies.  Bureau  of  Immigration  and 
Naturalization,  Post  Office,  State  Department,  CIA,  State  and  local  police 
departments,  and  others. 

About  550  searches  are  made  against  the  index  files  each  day.  These  searches 
are  usually  triggered  by: 

1.  Receipt  of  new  or  additional  information  regarding  potential  dangers  to 
the  President. 

2.  Callers,  tradesmen,  contractors,  etc.,  who  request  entrance  into  the 
White  House  grounds. 

3.  Presidential  trips  which  require  a check  of  all  persons  who  will  come 
into  close  association  with  the  President  (e.g.,  hotel  employees,  airline  em- 
ployees, ushers,  etc.). 

4.  Information  requests  from  other  Government  agencies. 

More  detailed  data  describing  the  size  of  the  files,  workload  activity  and  man- 
power required  for  its  maintenance  and  operation  are  shown  in  the  following 
tabulation : 

Selected  data  on  scope  and  activity  of  PR8  files 


Estimated 

current 

status 

Projected 
to  December 
1966  1 

1.  Names  in  file 

130. 000 

240. 000 

200, 000 
365, 000 
65,  000 

2.  Index  cards  maintained. 

3.  Number  of  dossiers  

55, 000 
550 

4.  Index  searches: 

Daily  average 

850 

Amiual 

150, 000 
800 

225, 000 
2,  000 

5.  Names  in  “trip”  file 

6.  Man-years  applied  to  maintaining  and  searching  index  files 

6 

9 

7.  Salary  plus  overtime  for  index  fimction 

$55, 000 
10 

$83, 000 
13 

8.  Man-vears  applied  to  maintaining  and  evaluating  dossiers,  etc 

9.  Salary  plus  overtime  for  dossier  evaluation  function 

$92, 000 

$120, 000 

1 Projections  are  speculative  because  scope  and  activity  of  the  files  will  depend  upon  numerous  variables, 
such  as  the  development  of  reporting  criteria,  travel  activity,  requests  for  searches  from  other  agencies,  and 
events  influencing  White  House  mail. 


C.  Findings 

1.  A review  of  the  general  characteristics  of  the  PRS  file  system  indicates 
that  automation  tailored  to  the  operation  of  the  index  files  would  provide  a 
number  of  advantages  over  the  present  manual  system,  particularly  in  view 
of  the  prospect  for  considerable  growth  of  the  files  in  the  near  future. 

Automation  could : 

{a)  Assure  that  a complete  and  consistently  reliable  search  of  the  index 
files  (according  to  prescribed  rules)  is  made  in  each  and  every  case.  This 
is  a considerable  advantage  because  the  thoroughness  of  a manual  search 
is  subject  to  work  pressures,  human  error  and  other  factors.  As  a conse- 
quence, highly  significant  information  concerning  a person  may  be  in  the 
file,  but  may  be  completely  overlooked. 

(6)  Permit  rapid  searching  on  any  one  of  several  or  a combination  of 
identifying  characteristics,  thus  enhancing  even  further  the  probability 
of  a successful  search.  Manual  searches  on  this  basis  are  time  consuming 
and  burdensome. 
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( c ) Reduce  the  time  required  to  complete  a search.  This  is  an  advantage 
in  those  cases  where  an  “on-the-spot”  search  is  requested  (as  in  the  case 
of  White  House  callers  or  calls-  from  field  offices ) , but  especially  when  hun- 
dreds of  names  must  be  searched  within  a short  period  of  time  (as  in  the 
case  where  3,500  names  were  searched  for  the  President’s  attendance  at 
the  Democratic  convention ; or  when  a number  of  tightly  scheduled  visits 
are  planned). 

(d)  Free  for  protective  work  the  time  of  special  agents  now  devoted  to 
clerical  filing  and  searching  operations. 

ie)  Avoid  the  need  for  a proportionate  increase  in  manpower  require- 
ments as  the  file  expands  in  size  and  activity.  File  expansion  can  be 
accommodated  with  a minimum  of  additional  effort  and  expense  in  an  auto- 
mated system. 

if)  Permit  the  system  to  automatically  print  out  lists  of  names  in  var- 
ious categories  of  interest,  thereby  eliminating  manual  typing  effort  and 
decreasing  response  time.  For  example,  names  for  referral  to  a field  office 
in  connection  with  a presidential  trip  could  be  selected  and  printed  out  for 
distribution  in  a matter  of  minutes,  or,  if  considered  advantageous,  the 
entire  trip  file  could  be  made  available  to  all  field  offices  as  required. 

( ff)  Eliminate  the  need  for  nine  separate  index  files  now  being  maintained 
to  facilitate  alternative  ways  of  searching.  The  automated  system  could 
establish  a single  master  record  within  which  each  item  of  information 
could  be  searched  as  necessary. 

(h)  Increase  the  accuracy  of  file  maintenance  by  eliminating  the  possi- 
bility of  misfiled  or  lost  index  cards. 

(i)  Enable  the  automatic  production  of  workload  information  (such  as 
number  of  investigative  assignments  to  each  office,  by  type,  backlogs,  etc.) 
which  would  be  useful  in  determining  and  controlling  manpower  require- 
ments. 

(J)  Provide  a base  for  ultimate  extension  of  the  system  to  permit  direct 
inquiries  from  remoite  locations. 

It  should  be  noted,  however,  that  automation  requires  adherence  to  a highl3r 
disciplined  system  of  procedures  and  operation.  Not  only  must  the  system  be 
carefully  designed  initially  to  guard  against  unnecessary  and  costly  changes, 
but  failure  to  comply  with  procedural  requirements  can  lead  to  an  inefficient  and 
ineffective  system.  Further,  provision  for  appropriate  backup  of  the  automated 
system  must  be  made  to  assure  continued  and  effective  operation  in  the  ©vent  of 
machine  failures. 

2.  Although  the  study  group  has  tentatively  concluded  that  automation  of 
the  index  files  appears  feasible  and  advantageous,  a firm  determination  of  need 
should  not  be  made  until : 

(a)  Criteria  are  developed  and  specified  to  determine  which  cases  shall 
be  reported  and  entered  into  the  PRS  system.  Although  certain  initiating 
criteria  are  now  in  existence,  they  are  being  considered  for  revision. 
Until  the  revised  criteria  are  developed,  there  is  no  finn  basis  for  estimating 
the  probable  size  of  the  file  and  its  activity. 

(b)  A complete  system  study  is  made  of  the  data  processing  requirements 
of  the  Secret  Service.  These  requirements  should  be  based  upon  a reexami- 
nation and  evaluation  of  the  functions  that  are  necessary  to  assure  the  pro- 
tection of  the  President  and  of  the  information  needed  to  perform  these 
functions.  These  needs  should  be  developed  with  full  recognition  of  the 
fact  that  automated  techniques  greatly  increase  the  capability  for  meeting 
requirements  which  the  present  manual  system  might  not  be  able  to  satisfy. 
In  other  words,  automation  opens  the  way  for  a complete  rethinking  of  the 
information  requirements.  At  the  same  time,  however,  there  must  be  assur- 
ance that  information  is  not  generated  for  its  own  sake,  but  that  it  will  lead 
to  appropriate  and  effective  action. 

3.  The  justification  for  automating  the  index  files  stems  from  the  acknowledged 
need  to  provide  increased  capability  for  responding  accurately  and  swuftly  to 
information  requirements  related  to  the  protection  of  the  President.  It  seems 
clear  that  the  cost  of  an  automated  system  will  be  greater  than  the  present  cost 
of  the  manually  operated  system.  Secret  Service  officials  estimated  that  about 
6 man-years  of  effort  costing  about  $55,000  is  now  devoted  to  the  present  system. 
Based  on  a projected  expansion  of  the  files,  this  will  increase  to  9 man-years  and 
$83,000  by  December  1966,  with  continuous  expansion  expected  beyond  that  time. 
In  comparison,  the  annual  operating  cost  of  an  automated  system  (including 
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rental  of  equipment)  can  be  expected  to  range  around  $100,000  to  $150,000, 
exclusive  of  almost  $200,000  which  may  be  required  to  develop  and  install  the 
system.  However,  this  increased  cost  is  not  considered  prohibitive  in  view  of 
(a)  the  advantages  in  prospect,  (&)  the  anticipated  growth  of  the  manual  system, 
the  projected  costs  of  which  would  ultimately  approach  the  cost  of  the  auto- 
mated system,  and  (c)  the  increased  costs  which  would  be  necessary  to  bring 
the  effectiveness  of  the  present  manual  system  up  to  a more  satisfactory  level. 

4.  Within  the  short  time  available,  it  was  not  possible  to  make  a judgment  on 
the  feasibility  of  automating  the  storage  and  retrieval  of  documents  contained 
in  the  55,000  dossiers.  Such  systems  can  be  expensive  and  must  be  carefully 
evaluated  in  terms  of  need  and  the  advantages  to  be  gained.  At  the  moment, 
the  problem  of  storing  and  retrieving  documents  is  less  significant  to  the  Secret 
Service  than  that  of  determining,  via  a good  index  system,  whether  information 
on  a given  case  is  or  is  not  in  the  PRS  files.  Therefore,  the  question  of  a docu- 
ment storage  and  retrieval  system  should  be  deferred  for  serious  study  at  a later 
date,  although  the  possibilities  should  receive  consideration  in  relation  to  the 
design  of  an  automated  index  system. 

5.  Much  information  is  exchanged  among  the  law  enforcement  and  intelligence 
agencies,  including  the  Secret  Service.  However,  the  index  files  of  these  agencies 
do  not  contain  similar  identifying  information.  Consequently,  when  names  are 
referred,  verification  of  the  identity  of  an  individual  can  often  be  made  only  by 
further  reference  to  the  dossiers,  or  cannot  be  made  at  all.  Almost  all  index 
systems  of  these  agencies  are  now  being  maintained  manually,  but  most  agencies 
are  beginning  serious  studies  of  automation  possibilities.  The  general  problems 
caused  by  this  lack  of  compatibility  could  be  alleviated  substantially  if  the 
agencies  involved  were  to  agree  on  a set  of  identifying  criteria  which,  as  a 
minimum,  \vould  be  incorporated  into  each  system.  Agreement  on  such  criteria 
will  not  be  achieved  easily,  and  it  is  probable  that  the  stimulus  for  accomplish- 
ing this  objective  must  come  from  a source  above  the  operating  agency  level. 
Such  an  effort  is  highly  appropriate  now.  as  a consideration  in  the  initial 
develoment  of  automated  systems  to  facilitate  the  exchange  of  information 
among  these  agencies.  Pending  such  action,  the  Secret  Service,  in  designing 
its  own  system,  should  give  careful  consideration  for  its  own  purposes  to  the 
selection  of  significant  identifying  criteria  from  among  such  possibilities  as 
name,  date  of  birth,  place  of  birth,  social  security  number,  military  service 
number,  sex,  occupation,  color  of  eyes,  height,  miusual  physical  characteristics, 
etc.  The  items  selected  should  have  definite  identification  value  and  should  be 
obtainable  in  most  cases  to  assure  a useful  index  file.  The  development  of  these 
identification  criteria  should  be  coordinated  with  the  major  agencies  with  a 
view  toward  (a)  requiring  these  agencies  to  report  all  case  referrals  to  the 
Secret  Service  in  accordance  with  these  criteria,  and  (h)  establishing  a standard 
set  of  minimum  identifying  criteria  to  be  used  by  all  agencies. 

6.  The  present  manual  index  files  are  maintained  and  operated  by  special 
agents,  who  perform  this  task  in  conjunction  with  their  principal  duties  of 
evaluating  investigative  material  and  performing  protective  functions.  The 
assignment  of  agents  to  perform  filing  operations  represents  a misuse  of  their 
special  qualifications.  Further,  it  is  probable  that  the  file  system  would  be 
more  eflicient  if  it  were  operated  by  clerical  personnel  who  by  nature  and  training 
are  more  adept  and  inclined  toward  the  performance  of  such  functions.  It 
would  be  expected  that  an  automated  system  would  be  maintained  and  operated 
by  personnel  specifically  trained  and  qualified  for  this  purpose,  thus  allowing 
special  agents  to  devote  their  full  time  to  protective  duties. 

7.  Index  and  investigative  files  are  maintained  by  Secret  Service  field  offices 
which,  for  working  purposes,  essentially  duplicate  those  maintained  in  Wash- 
ington, D.C.  Because  of  the  close  working  relationships  that  must  exist,  the 
design  of  the  PRS  file  system  for  headquarters  should  give  full  consideration 
to  the  needs  of  the  field  ofiices  and  to  the  exchange  of  information  among  these 
oflices. 

8.  About  95  percent  of  all  referrals  to  the  Secret  Service  are  made  by  the 
FBI.  This  would  suggest  that  possibly  all  sources  of  information  existing  in 
other  law  enforcement  and  intelligence  agencies  are  not  being  fully  utilized. 
Although  the  Secret  Service  has  strengthened  its  contacts  with  these  agencies, 
these  efforts  should  be  expanded  to  enable  the  Secret  Service  to  familiarize 
itself  with  the  kinds  and  amounts  of  information  available  in  these  agencies 
so  as  to  encourage  effective  reporting.  It  should  also  participate  actively  in 
the  cooperative  efforts  within  the  intelligence  community  to  improve  individual 
agency  systems  and  to  make  them  more  compatible. 

44-864—65 24 
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D.  Recommendations 

1.  A project  should  be  undertaken  immediately  to  develop  and  implement  a 
system  of  procedures  and  methods  that  will  best  satisfy  the  objectives  of  the 
Protective  Research  Section.  While  it  is  expected  that  this  project  will  result 
in  an  automated  system,  it  is  conceivable  that  further  studies  may  disclose 
alternative  methods  that  will  be  more  appropriate.  The  project,  which  may 
require  15  to  20  months  to  complete,  should  include : 

{a)  A determination  of  the  information  needs  to  be  served  by  the  PRS 
file  system ; 

(6)  A determination  of  the  information  inputs  and  the  sources  of  such 
inputs. 

(c)  A determination  of  identifying  criteria  to  be  used  in  the  index  system 
and,  as  necessary,  a determination  of  an  information  code  structure ; 

( d ) The  preparation  of  procedural  fiow  charts ; 

(e)  The  preparation  of  system  specifications,  to  serve  as  a basis  for  selec- 
tion of  proper  equipment ; 

( / ) The  selection  of  equipment ; 

ig)  The  implementation  of  the  system  to  the  point  where  it  is  in  satis- 
factory operation  and  acceptable  ; and 

{h)  Provision  for  appropriate  system  backup  to  assure  effective  opera- 
tion on  a continuing  basis  in  the  event  of  emergencies. 

In  anticipation  of  eventually  converting  to  an  automatic  data  processing  sys- 
tem, it  is  recommended  that  the  project  team  give  earliest  consideration  to  means 
for  capturing  in  machine-readable  form  all  new  additions  to  the  file,  beginning 
immediately.  This  can  be  done,  for  example  by  producing  punched  cards  or 
punched  paper  tape  as  a byproduct  of  the  process  by  which  index  cards  are  pre- 
pared for  the  manual  system.  In  this  way,  the  rapid  expansion  of  the  files  that  is 
anticipated  while  the  study  is  in  progress  will  not  place  an  undue  burden  on  the 
task  of  converting  data  to  machine  form,  since  much  of  it  will  have  already  been 
prepared  in  machine  form. 

2.  Beginning  immediately,  but  as  a separate  effort,  criteria  to  govern  the  se- 
lection of  cases  of  interest  to  PRS  should  be  developed  and  agreed  upon.  The 
nature  of  these  criteria  will  determine  the  ultimate  scope  of  the  PRS  file  activity. 
Therefore,  this  task  should  be  completed  at  an  early  date  so  that  the  results  may 
receive  major  consideration  in  the  final  outcome  of  the  system  study. 

E.  Implementation 

To  implement  recommendation  No.  1 above : 

1.  A group  of  four  people  should  be  appointed  to  conduct  the  project  for  the 
Chief  of  Secret  Service.  To  provide  experienced  personnel  immediately  for  this 
task,  three  of  these  people  should  be  systems  analysts  (with  ADP  background) 
detailed  from  Treasury  bureaus  and  one  should  be  recruited  by  the  Secret  Service 
to  provide  continuity.  As  the  project  progresses,  the  Secret  Service  should  recruit 
additional  personnel  of  the  expertise  required  to  build  its  own  systems  capability 
and  permit  the  eventual  release  of  the  detailed  personnel  as  appropriate. 

2.  An  advisory  committee  of  three  persons  should  be  appointed  to  advise  the 
Chief  of  Secret  Service  and  the  project  team  on  the  conduct  of  the  project.  The 
committee  members  should  represent  expertise  in  ADP  systems  and  hardware, 
and  could  be  drawn  from  other  Government  agencies  and  from  outside  the 
Government. 

3.  Funds  should  be  allocated  as  follows : 


Fiscal  year  1965 '. 

Salaries  of  4 persons  on  project  team  beginning  January  1965 $25,  000 

Abstracting  index  information  and  converting  file  additions  to  ma- 
chine-readable form 7,  000 


Total 32,  000 

Fiscal  year  1966 ; 

Salaries  of  4 persons  for  full  year 50,  000 

Abstracting  index  information  and  converting  entire  index  file  ^ 80,  000 

Rental  of  equipment  for  3 months,  assuming  target  installation  date 

of  April  1966 30,^000 

Preparation  of  site  for  equipment  (air  conditioning,  etc.) 15,000 

Contingency 10,  000 


Total 185,000 


1 This  is  considered  maximum.  The  cost  may  be  substantially  less  depending  upon  the 
amount  of  information  that  must  be  abstracted  from  the  dossiers  for  the  newly  designed 
index  system. 
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ADDITIONAL  PERSONNEL 

Mr.  Steed.  Chief,  the  additional  personnel  that  have  been  added  to 
the  1965  program,  as  you  have  outlined  here — have  they  all  been 
recruited  and  are  they  at  work  now  ? 

Mr.  Kowley.  The  situation  is  that  the  majority  have  been  put  on 
board  and  by  March  29  the  entire  number  will  be  on  board. 

PURPOSES  EOR  WHICH  FUNDS  ARE  REQUESTED 

Mr.  Steed.  How  much  of  the  request  is  represented  by  the  pay-raise 
cost  and  how  much  for  the  additional  persoimel  ? 

Mr.  Eowhey.  The  pay-raise  cost  is  $215,000  and  the  additional  cost 
of  personnel  and  related  cost  is  $595,000  of  which  amount  we  are  asking 
transfer  of  $539,000  from  the  savings  in  the  appropriation  for  “Eetired 
pay,  U.S.  Coast  Guard.’- 

Mr.  Steed.  Are  you  putting  these  75  new  people  on  at  the  new  pay 
rate? 

Mr.  Eowley.  Yes,  sir. 

]Mr.  Steed.  So  that  is  also  reflected  in  the  amomit  requested  ? 

Mr.  Eowley.  Yes,  sir. 

ABSORPTION  OF  PAY  INCREASE  COSTS 

Mr.  Steed.  What  amount  of  this  were  you  able  to  absorb  ? 

Mr.  Eowley.  Of  the  pay  raise  ? 

Mr.  Steed.  Yes. 

Mr.  Eowley.  $21,000,  sir. 

Mr.  Steed.  How  did  you  accomplish  that  ? 

Mr.  Eowley.  The  exact  figure  is  $23,836.  It  was  accomplished 
primarily  through  partial  lag  in  recruitment. 

Mr.  Steed.  Off  the  record. 

(Discussion  off  the  record.) 

DECISIONS  LEADING  TO  REQUEST  FOR  ADDITIONAL  PERSONNEL 

Mr.  Steed.  Chief,  in  regard  to  this  decision  to  increase  your  per- 
sonnel by  this  additional  75,  stemming  from  the  recommendations  of 
the  Warren  Commission  and  other  groups,  would  you  briefly  review 
the  circumstances  leading  up  to  this  decision  and  what  was  done  to 
augment  it? 

Mr.  EovmEY.  Well,  we  would  necessarily  have  to  refer  to  the  War- 
ren Commission  report.  In  my  appearance  before  the  Warren  Com- 
mission, questions  were  addressed  to  me  by  Congressman  Ford  He 
wanted  to  impress  upon  me  at  the  time  that  there  was  a way  of 
putting  on  additional  men  through  supplemental  appropriations,  after 
we  had  discussed  the  need  for  additional  personnel.  He  said,  “You 
know  you  do  not  have  to  wait  until  fiscal  year  1966  to  implement 
this  program.”  I said  I was  aware  of  that  and  that  we  would  ask 
for  a supplemental. 

When  the  Warren  report  came  out  we  asked  for  a reapportionment 
of  our  funds  so  as  to  enable  us  to  start  immediately  to  put  on  the 
people  indicated  in  our  planning  document;  particularly  in  the  PES 
section.  We  recognized  from  the  Warren  report  that  the  key  is  the 
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Protective  Eesearcli  Section.  We  have  only  33  people  there  now 
and  expect  to  increase  that  number. 

Mr.  Steed.  When  was  the  decision  made  to  approve  your  request 
for  this  expansion  ? 

Mr.  Koavley.  November  27, 1964. 

]\Ir.  Steed.  What  form  of  notice  to  the  Congi’ess  did  that  take  ? 

Mr.  Koavley.  By  correspondence  from  the  Director  of  the  Bureau 
of  the  Budget  to  the  Congress. 

Mr.  Steed.  As  you  know,  from  our  prior  discussion,  this  being  out 
of  the  ordinary  by  its  nature,  by  long  custom  matters  of  this  sort 
in  the  Treasury  Department  have  ahvays  been  presented  to  this  sub- 
committee prior  to  final  decision,  but  no  such  direct  step  Avas  taken 
in  this  matter.  Do  you  knoAv  aa4ia^  the  usual  custom  Avas  not  followed 
in  this  instance  ? 

^Ir.  Koavley.  I Avould  be  hazarding  a guess,  but  in  the  circum- 
stances Congress  Avas  not  in  session  at  the  time. 

Mr.  Steed.  Of  course  the  subcommittee  communicates  throughout 
the  year  Avith  the  Department. 

Mr.  Eoaauey.  The  normal  procedure,  as  I understand  it,  is  to  submit 
the  request  to  the  Bureau  of  the  Budget  and  if  they  approved  it  to 
send  it  to  Congress.  OtherAvise  Ave  cannot  act  under  the  deficiency 
law. 

Mr.  Steed.  I am  not  questioning  the  legality  of  it  but  since  this 
committee  does  deal  AAuth  this  subject  intimately,  the  matter  of  not 
advising  us  as  to  what  Avas  going  on  has  given  us  some  concern.  We 
liave  felt  we  liaA^e  been  very  helpful  to  the  Secret  Service  throughout 
the  3^ears  and  could  be  relied  on  to  lend  whatever  good  offices  we  could 
under  unusual  circumstances  and  to  support  and  assist  you  in  every 
way  Ave  could.  The  fact  of  the  omission  to  contact  us  in  this  case 
leaves  us  in  a more  difficult  position  to  present  ourseDes  to  your 
interests  with  the  same  forcefulness  Ave  would  have  been  able  to  do 
if  the  usual  form  of  notification  had  been  followed. 

peksonnel  recruitment 

'What  is  your  total  personnel  situation  as  of  noAv?  You  will  have 
661  Avhen  the  Avhole  recruitment  is  done.  What  do  you  have  now  ? 

Mr.  Eoavley.  614. 

Mr.  Steed.  And  I assume  that  considerable  work  has  been  done  in 
getting  indiAuduals  ready  for  employment,  so  that  you  noAv  know 
hoAv  much  more  delay  will  be  involved  until  the  other  people  are 
put  on  ? 

Mr.  Eowley.  Yes.  As  I mentioned  a Avhile  ago,  we  Avill  have 
aboard  658  as  of  March  15  and  on  March  29  we  will  haA^e  the  balance 
of  the  661. 

Mr.  Steed.  It  probably  Avould  be  easier  to  cover  this  subject  if  you 
could  put  a table  in  the  record  shoAving  the  number  on  December  1, 
on  January  1,  on  February  1,  and  on  March  1,  that  Avould  tell  the 
Avliole  story  as  to  the  increase  in  personnel. 
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(The  information  follows :) 


Schedule  of  increase  in  personnel 


Jan.  1,  1965 

Feb.  1,  1965 

Mar.  1,  1965 

Apr.  1,  1965, 
estimate 

Agents - — 

397 

412 

418 

481 

other..-  

182 

184 

186 

200 

Total ...  - ---  . 

579 

596 

604 

661 

Mr.  Steed.  I believe  yon  anticipate  adding  50  new  agents  and  20 
new  clerical  personnel  ? 

Mr.  Rowley.  Yes.  sir. 

Mr.  Steed.  What  does  that  do  to  the  total  in  these  categories  ? 

Mr.  Rowley.  AYe  have  now  418  agents  and  196  other  personnel 
vdiicli  makes  a total  of  614.  We  will  show  in  the  chart  the  total 
number  of  agents  and  the  total  number  of  other  personnel. 

Mr.  Steed.  By  the  very  nature  of  this  new  function,  you  vrill  have 
some  of  these  people  in  M^ashington  and  some  in  the  field.  Could  you 
give  us  a breakdown  on  that  ? 

Mr.  RowmEY.  T’here  will  be  35  of  the  50  agents  in  Washington  and 
15  at  various  field  offices  throughout  the  country.  There  will  be  13 
clerks  throughout  the  field  and  7 in  M^ashington. 

Mr.  Steed.  In  the  case  of  agents,  do  they  start  at  full  salary  or  do 
you  have  a probation  or  training  period  ? 

^Ir.  Rowley.  They  enter  under  grade  7,  Mr.  Chairman,  and  have  a 
year's  probation. 

PR03I0TI0X  POLICY 

Mr.  Steed.  Then  at  that  time  you  either  promote  ( hern  or  get  rid 
of  them  ? 

Mr.  Rowley.  Our  present  system  is  if  they  are  satisfactory  in  a year 
then  they  go  to  grade  9.  After  2 years  in  grade  9 they  go  to  grade  11. 

Mr.  Steed.  And  it  is  after  the  first  year  you  consider  they  are 
permanent  or  full-fledged  members  of  the  agency  ? 

Mr.  Rowley.  Yes,  sir. 


RECRUITIXG  METHODS 

Mr.  Steed.  lYhat  recruiting  system  do  you  have  ? Do  people  seek 
this  sort  of  employment  or  do  you  have  to  make  approaches  to  indi- 
viduals yourself  ? 

Mr.  Rowley.  Of  course,  as  I mentioned  at  my  last  appearance,  we 
recruit  them.  In  view  of  the  publicity  we  have  received  since  the 
Yrarren  Commission  Report  was  publicized,  we  liave  been  getting  in- 
quiries from  interested  applicants.  We  contact  these  people,  furnish 
literature  which  describes  how  they  should  go  about  applying  for 
positions  in  the  Secret  Service,  and  also  describe  the  qualifications 
and  so  forth. 

Mr.  Steed.  In  order  to  illustrate  the  point  I have  in  mind,  for  in- 
stance, several  hundred  take  the  examination  for  the  Coast  Guard 
Academy  but  they  only  select  200,  meaning  that  of  the  total  availabil- 
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ity  of  interested  people,  only  a certain  percent  Avill  actually  be  en- 
rolled. On  that  same  general  proposition,  how  many  individuals 
would  be  involved  when  you  are  actually  recruiting,  say,  50  agents  ? 

Mr.  Rowlet.  Well,  we  screened  200  and  out  of  the  200  we  got  99. 

Mr.  Steed.  The  point  I am  leading  up  to  is  that  you  do  have  enough 
material  to  consider  so  that  quality  of  selection  is  something  you  can 
control  pretty  well? 

_ Mr.  Rowley.  That  is  right.  This  will  not  be  a haphazard  opera- 
tion. Yie  have  already  rejected  quite  a few. 

personnel  complement  in  1966 

Mr.  Steed.  Do  you  anticipate  the  1966  fiscal  ^^ear  will  find  you  with 
a pretty  full  complemient  and  a pretty  full  year  of  operation  in  terms 
of  personnel  ? 

Mr.  Rowley.  M^ell,  to  the  extent  we  are  asking  for  the  major  por- 
tion of  these  people  in  1966,  but  the  1966  Presidential  budget  is  only 
an  annualization  of  the  75  we  are  asking  for  in  the  supplemental. 

Mr.  Steed.  By  the  time  the  1966  fiscal  year  starts  ^mu  expect  to  have 
a full  complement  ? 

Mr.  Rowley.  Yes,  sir. 

Mr.  Steed.  Mr.  Conte. 

Mr.  Conte.  In  view  of  the  questions  the  chairman  has  asked  you, 
will  you  put  in  the  record  what  the  minimum  requirements  are  for  the 
Secret  Service  agents  ? 

Mr.  Rowley.  Yes,  sir. 

(The  information  requested  follows:) 

Qualification  Requirements — Special  Agent,  U.S.  Secret  Service 

Applicants  for  special  agent  positions,  U.S.  Secret  Service,  are  required  to  meet 
qualification  requirements  approved  by  the  U.S.  Civil  Service  Commission,  con- 
tained in  their  published  standards  for  the  position  of  Treasury  enforcement 
agent  (criminal  investigator,  GS-1811  series).  A prospective  applicant  is  re- 
quired to  have  the  minimum  academic  requirement  of  4 years  education  on  the 
college  level  and  a degree  from  an  accredited  college  or  university.  This  is  an 
acceptable  substitution  for  3 years  major  criminal  investigative  experience 
and  1 year  general  investigative  experience,  prescribed  by  the  Civil  Service 
Commission,  in  their  qualification  requirements  for  criminal  investigator  posi- 
tions on  the  grade  GS-7  level.  Preferential  consideration  is  given  applicants 
who  have  majored  in  police  administration  science,  criminology,  and  law.  Ap- 
plicants are  required  to  be  in  excellent  health  and  must  undergo  a rigid  physical 
examination  by  a duly  licensed  physician  and  the  completed  medical  examination 
is  subject  to  review  and  approval  by  the  U.S.  Public  Health  Service.  Applicants 
are  also  subject  to  a comprehensive  full  field  character  backgroimd  investigation, 
as  prescribed  by  Executive  Order  10450,  for  sensitive  positions  in  the  Federal  serv- 
ice. Applicants  are  required  to  meet  the  highest  standards  of  character  and 
integrity  and  must  possess  positive  traits  of  personality,  temperament,  and 
stability.  They  must  be  athletically  inclined  in  order  to  perform  arduous  physi- 
cal duty  requiring  stamina  and  endurance. 

SUPPLEMENTAL  REQUEST  EXCLUSUT:  OF  PAY  RAISE  COSTS 

Mr.  'Conte.  Could  you  for  the  record  l.reak  down  the  part  of  the 
supplemental  that  is  not  going  for  the  pay  raise?  Break  that  dowm 
as  to  the  cost  for  each  item  so  that  we  will  have  that  when  we  take 
this  bill  before  the  House.  You  can  submit  that  for  the  record. 
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(The  information  follows:) 

Detailed  explanation  of  estimate  {excluding  pay  raise  cost) 


Personnel  compensation  (including  benefits) $251,296 

Travel  and  transportation  of  persons 70,  000 

Transportation  of  things 60,  000 

Eent,  communications,  and  utilities 77,  000 

Printing  and  reproduction 7,  500 

Other  contractual  services 35,  (XK) 

Supplies  and  materials 5,  000 

Equipment 89,  699 


Total 595,  495 


COST  OF  SHIPPING  HOUSEHOLD  EFFECTS 

Mr.  Conte.  In  your  justification  for  supplemental  appropriations 
for  fiscal  year  1965,  you  have  “Transportation  of  things”  and  under 
you  have  that  this  amount  is  requested  to  cover  the  cost  of  shipping 
household  effects  for  agents  to  be  transferred  to  Washington,  D.C., 
50  times  $1,200,  $60,000.  Are  all  the  new  50  agents  being  brought  to 
Washington? 

Mr.  Kowley.  Wliat  we  have  done,  Mr.  Conte,  is  to  bring  men  into 
PES;  we  need  experienced  agents.  We  are  bringing  in  experienced 
agents  as  we  select  them  from  our  offices  in  various  parts  of  the  coun- 
try. In  turn  we  are  replacing  them  with  new  agents  in  their  respec- 
tive offices.  Of  necessity  we  must  also  transfer  their  families. 

Mr.  Conte.  So  the  50  agents  you  are  talking  about  are  50  seasoned 
agents  coming  into  the  Washington  office  to  operate  out  of  here? 

Mr.  Eowley.  That  is  right.  Mr.  Thacker  is  in  charge  of  the  PES 
section  and  he  is  supervismg  these  men.  We  have  to  have  men  of 
experience  to  evaluate  the  raw  material  we  get  from  the  FBI,  CIA,, 
local  police,  and  other  sources. 

NUMBER  OF  ADDITIONAL  AGENTS  ASSIGNED  TO  WASHINGTON 

Mr.  Conte.  Perhaps  I misunderstood  you.  I thought  you  said  35 
would  be  assigned  here  for  this  purpose? 

Mr.  Eowley.  Yes,  35  and  18  on  the  special  services  squad.  We  are 
bringing  in  more  than  the  50  to  accomplish  what  we  think  is  necessary. 

Mr.  Conte.  Fifty-three, then? 

Mr.  Eowley.  Yes.  As  we  go  along  we  find  we  need  additional 
people.  We  hope  we  will  get  them  in  fiscal  year  1966. 

Mr.  Conte.  So  in  actuality  this  supplemental  request  you  are  mak- 
ing here  is  also  for  fiscal  year  1966  ? 

Mr.  Eowley.  1966  will  be  an  annualization  of  this  75,  yes,  sir.. 

Mr.  Conte.  I have  no  further  questions. 

Mr.  Steed.  Mr.  Cohelan. 

GRADES  OF  PERSONNEL  REQUESTED 

Mr.  Cohelan.  Chief,  I just  wanted  to  get  a reading  on  the  grades 
where  there  is  an  addition  of  50.  MHiat  category  is  G-7  ? Are  those 
agents  ? 

Mr.  Eowley.  Yes,  sir. 

Mr.  Cohelan.  And  a GS-9  would  be  what  classification  ? 
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Mr.  Rowley.  Three  ADP  technical  specialists  or  programers. 

Mr.  CoHELAN.  And  the  20  GS-5’s  would  be  clerical  ? 

Mr.  Rowley.  Yes,  sir. 

Mr.  CoHELAN.  I have  no  further  questions,  Mr.  Chairman. 

Mr.  Steed.  Mr.  Robison. 

Mr.  Robison.  Chief,  to  carry  out  Mr.  Conte's  line  of  questioning,  as 
I understand  it  a goodly  number  of  the  50  new  agents,  because  of  their 
lack  of  actual  experience  in  this  line  of  work,  will  be  placed  in  field 
offices,  at  least  for  the  time  being  ? 

Mr.  Rov/ley.  Yes,  sir. 

Mr.  Robison.  And  people  from  the  field  offices  with  greater  experi- 
ence are  being  brought  to  AYashington  ? 

Mr.  Rowlei:.  Yes,  sir. 

TRAVEL  AND  TRANSPORTATION  COSTS 

Mr.  Robison.  Similarly,  under  the  “Travel  and  transportation”  item 
in  your  justification,  you  show  $70,000  for  field  travel,  again  by  50 
agents.  Are  these  the  new  50  agents  or  is  it  a combined  figure  for  new 
and  old  agents  as  well  ? 

Mr.  Rowley.  This  is  the  activity  for  the  new  50  agents  that  will 
be  working  in  the  field. 

Mr.  Robison.  And  the  rate  is  $400  times  the  50  for  $20,000,  is  that 
right? 

Mr.  Rowley.  Yes. 

Mr.  Robison.  Plus  an  additional  $50,000  for  the  increased  cost  of 
agents  on  “protective  assignment.”  MTiat  does  that  mean  ? 

Mr.  Rowley.  That  is  an  estimate  based  on  our  past  experience. 
The  protective  assignments  are  many  assignments  involving  the  Presi- 
dent, the  Vice  President,  and  other  protective  details.  These  men 
would  go  in  advance.  As  I mentioned  at  the  last  hearing,  with  the 
183  agents  we  are  asking  in  the  addendum  exclusive  of  the  50  involved 
here,  they  will  be  the  ones  who  ivill  go  out  in  advance  on  protective 
assignments  and  in  liaison  with  the  local  police  and  so  forth.  So  we 
will  have  a greater  number  than  we  had  before  the  November  tragedy. 

space  and  COM3IUNICAT10NS 

Mr.  Robison.  You  also  ask  for  $77,000  to  cover  the  cost  of  additional 
space  and  related  communications.  Is  this  space  in  IVashington? 

Mr.  Rowley.  Yes,  sir.  We  have  to  accommodate  the  expansion. 

EQUIPMENT 

Mr.  Robison.  Under  “Equipment”  you  have  $73,000  for  “Physical 
protective  aids.”  Is  this  iieAv  equipment  ? 

Mr.  Rowley.  Yes.  May  I go  off  the  record  ? 

Mr.  Steed.  Yes. 

(Discussion  off  the  record.) 

Mr.  Robison.  Under  “Equipment”  there  is  an  additional  item  for 
“Agent  equipment*’  at  $100  per  agent ; $100  times  $50  comes  to  $5,000. 
'This,  I take  it,  is  field  equipment  for  the  new  agents? 

Mr.  Rowley.  That  is  right : pistols,  handcuffs,  brief  cases,  et  cetera. 
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TRANSFER  OF  COAST  GUARD  SAVINGS 

Mr.  Kobison.  I nnderstaiid  the  recommendation  is  that  $539,000  of 
the  program  increase  be  transferred  from  savings  in  the  “Retired  pay” 
appropriation  for  the  U.S.  Coast  Guard.  Mill  you  give  ns  the  status 
of  this  act  ? 

Perhaps  I should  ask  this  question  of  Mr.  Betts. 

Mr.  Betts.  I was  going  to  offer  it  for  the  record  after  the  completion 
of  Mr.  Rowley's  presentation. 

Only  this  week,  it  was  learned  there  is  a savings  of  $539,000  in  the 
“Retired  pay”  appropriation  of  the  U.S.  Coast  Guard.  This  has  come 
about  primaril}'  because  the  number  and  kind  of  retirements  that  were 
projected  following  the  passage  of  the  new  personnel  legislation  last 
year  did  not  materialize.  As  I miderstand  it,  the  President  sent  up 
yesterday  an  additional  supplemental  in  which  he  is  proposing  the 
$539,000  savings  in  the  Coast  Guard  be  used  as  a transfer  in  lieu  of  new 
appropriations  for  the  Secret  Service. 

Mr.  Robison.  Is  this  an  actual  savings  or  just  an  apparent  one  in  the 
sense  we  will  have  to  reimburse  that  appropriation  ? 

Mr.  Betts.  No,  this  is  a true  savings. 

Mr.  Robison.  That  is  all,  Mr.  Chairman. 

PROTECTIVE  RESEARCH  SECTION 

]\Ir.  Steed.  Chief,  in  regard  to  the  item  of  “Other  contractual  serv- 
ices” where  you  ask  funds  for  a feasibilit}’  study  of  your  PRS  section, 
will  you  give  us  some  detail  on  that  phase  of  your  program  ? 

iMr.  Rowlea^.  Actually,  $25,000  is  for  salaries  of  the  four  persons 
we  will  reimburse  for  the  project  team;  $7,000  is  the  cost  for  abstract- 
ing index  information  or  protective  research  inf ormati on . 

Mr.  Steed.  This  is  information  you  need  before  you  know  the  kind 
and  t}'pe  of  equipment  you  will  install  ? 

]\Ir.  Rowlew  That  is  right.  We  will  be  most  judicious  in  our 
approach  to  this.  lYe  want  to  see  if  this  activity  can  be  adapted  to 
automation.  An  advisory  committee  has  met  since  I saw  you  last, 
and  a team  is  being  selected  to  study  this  program  to  see  if  we  can 
get  the  intelligence  information  that  we  are  seeking. 

(Discussion  off  the  record.) 

Mr.  Steed.  Are  there  any  further  questions  ? 

Chief,  we  would  like  to  thank  you  for  your  appearance  today  and 
the  information  you  have  given  the  committee.  We  knov’  }mu  have 
some  very  difficult  problems  and  we  are  hoping,  with  these  steps  being 
taken  now,  you  will  be  in  a much  better  jiosition  to  perform  one  of' 
the  most  difficult  jobs  in  the  world. 

]\Ir.  Rowley.  Thank  you. 

]\Ir.  Steed.  The  committee  stands  adjourned. 
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SUBCOMMITTEE  ON  DEPARTMENT  OF  AGRICULTURE  AND  RELATED 
AGENCIES  APPROPRIATIONS 

JAMIE  L.  WHITTEN,  Mississippi,  Chairman 
WILLIAM  H.  NATCHER,  Kentucky  ROBERT  H.  MICHEL,  Illinois 
WILLIAM  R.  HULL,  Missouri  ODIN  LANGEN,  Minnesota 

THOMAS  G.  MORRIS,  New  Mexico 

Tuesday,  March  9,  1965. 
DEPAKTMENT  OF  AGRICULTURE 
Agricultural  Research  Service 

WITNESSES 

DR.  N.  C.  BRADY,  DIRECTOR,  SCIENCE  AND  EDUCATION 
F.  H.  SPENCER,  DEPUTY  ADMINISTRATOR,  ADMINISTRATIVE  MAN- 
AGEMENT, AGRICULTURAL  RESEARCH  SERVICE 
DR.  G.  W.  IRVING,  ASSOCIATE  ADMINISTRATOR,  AGRICULTURAL 
RESEARCH  SERVICE 

DR.  R.  J.  ANDERSON,  DEPUTY  ADMINISTRATOR,  REGULATORY  AND 
CONTROL,  AGRICULTURAL  RESEARCH  SERVICE 
E.  STEPHENS,  DIRECTOR,  PROGRAM  EXAMINATION  AND  BUDGET 
DEVELOPMENT  BRANCH,  AGRICULTURAL  RESEARCH  SERVICE 
CHARLES  L.  GRANT,  BUDGET  OFFICER,  DEPARTMENT  OF  AGRICUL- 
TURE 

Mr.  Whitten.  Gentlemen,  the  committee  will  come  to  order. 

We  are  glad  to  have  with  us  Dr.  N.  C.  Brady  and  his  associates 
in  connection  with  supplemental  items  before  the  subcommittee  for 
the  Agricultural  Kesearch  Service. 

We  are  glad  at  this  time  to  welcome  to  membership  on  the  sub- 
committee our  colleagues  with  whom  we  have  worked  for  many  years, 
both  on  matters  in  Congress  generally  and  with  regard  to  agricul- 
ture. We  are  especially  glad  to  have  with  us  Congressman  Hull,  of 
Missouri.  I think  it  is  very  fitting  that  he  come  to  this  subcommittee. 
The  late  Mr.  Cannon  retained  his  chairmanship  of  this  subcommittee 
for  many  years  after  he  became  chairman  of  the  full  committee  and  his 
interest  in  agriculture  never  failed. 

We  are  glad  to  have  Congressman  Morris,  of  New  Mexico,  who 
has  always  been  interested  in  the  agriculture  program  both  from 
the  local  and  national  standpoint.  Of  course.  Congressman  Langen 
comes  from  Minnesota,  a State  whose  Congressmen  through  the 
years  have  contributed  greatly  to  the  work  of  this  subcommittee. 
Our  friends,  Fred  Marshall  and  Carl  Andersen,  were  both  quite  inter- 
ested in  the  agriculture  program. 

I might  make  note,  too,  that  the  present  chairman  of  the  com- 
mittee, Congressman  Mahon,  of  Texas,  w^ho  is  here  with  us  tliis 
afternoon,  has  always  been  most  active  and  interested  in  agriculture. 

As  we  go  along  it  is  our  usual  practice  for  the  chairman  of  this 
subcommittee  to  try  to  develop  the  essential  facts  in  the  record. 
Beyond  that,  our  practice  is  to  let  each  member  of  the  subcommittee 
have  his  say  on  the  things  that  are  of  interest  to  him,  beginning  with 
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the  Democrat  next  in  seniority  and  going  along  the  line  until  we 
come  back  through  the  minority  side. 

Today  we  have  a number  of  supplemental  items  set  out  in  House 
Document  No.  80,  including  a proposed  supplemental  appropriation 
of  $550,000  to  permit  continuation  of  the  screw-worm  eradication 
program  that  we  have  carried  on  so  effectively  for  a number  of 
years.  There  is  also  a proposed  supplemental  appropriation  of  $6 
million  in  connection  with  pa3rments  under  the  Sugar  Act.  Most 
of  you  will  recall  that  these  payments  are  offset  by  funds  received 
through  a processing  tax  on  sugar  established  by  the  Sugar  Act. 

There  is  a proposed  supplemental  appropriation  of  $10  million  for 
emergency  conservation  measures  and  proposed  appropriations  for  pay 
act  increases  of  around  $23  million. 

I believe  we  will  begin  with  the  proposed  appropriation  for  continu- 
ation of  the  screw- worm  program.  May  I say,  to  begin  with,  a number 
of  our  colleagues  have  talked  with  members  of  the  subcommittee  and 
•expressed  their  interest  in  this  item.  Some  of  them  will  appear  before 
us  later. 

Dr.  Irving,  are  you  ready  to  present  this  item  ? 

Dr.  Irving.  Yes,  Mr.  Chairman. 

Mr.  Whitten.  We  will  be  glad  to  have  you  proceed.  At  this  point 
I think  we  should  have  pertinent  parts  of  House  Document  80  in  the 
record  and  the  justification  as  well. 

(The  matter  referred  to  follows :) 

[H.  Doc.  80,  89th  Cong.,  1st  sess.] 

•Communication  fkom  the  President  of  the  United  States  Transmitting  Pro- 
posed New  Obligational  Authority  Submitted  as  Supplemental  .^propri- 
ATioNs  FOR  Various  Agencies  and  the  District  of  Columbia  for  the  Fiscal 
Year  1965,  and  Other  Proposals  Not  Increasing  New  Obligational  Author- 
ity Incurred  Under  Previously  Granted  Contract  Authorizations  for 
Transfer  Between  Certain  Appropriations 

“DEPARTMENT  OF  AGRICULTURE 
“Agricultural  Research  Service 
“salaries  and  expenses 

“For  additional  amounts  for  ‘Salaries  and  expenses,’  as  follows : 

“ ‘Research,’  $3,109,000 ; 

“ ‘Plant  and  animal  disease  and  pest  control,’  $2,317,000 ; and 
“ ‘Meat  inspection,’  $1,137,000.” 

This  proposed  supplemental  appropriation  includes  $6,013,000  for  pay  increase 
•costs  under  Public  Laws  88-426  and  88-631,  and  for  wage-board  pay  increases. 
It  also  includes  $550,000  which  is  to  be  used  in  combination  with  an  estimated 
$673,000  of  cooperators’  funds  to  continue  maintenance  of  the  screw-worm  eradi- 
cation program.  This  is  accomplished  by  establishment  of  an  effective  barrier 
zone  of  sterile  screw-worm  flies  in  northern  Mexico  and  along  the  international 
boundary  in  southern  Texas  and  New  Mexico  in  order  to  prevent  reinfestation 
from  Mexico. 

This  appropriation  was  apportioned  pursuant  to  section  3679  of  the  Revised 
Statutes  as  amended  (31  U.S.C.  665),  on  a basis  which  indicated  a necessity  for 
a supplemental  appropriation  for  increased  pay  costs.  This  action  was  reported 
to  the  Congress  by  the  Director  of  the  Bureau  of  the  Budget  on  January  9,  1965. 
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Salakies  aa"d  Expenses 


(H.  Doc.  80) 

Appropriations  to  date ^ $220,560,200 

Obligations  to  Dec.  31,  1964 100,  094,  373 

Expenditures  to  Dec.  31,  1964 85, 108,  689 

Request ; 

Pay  Act 6,013,000 

Program  (for  3 months  from  Apr.  1,  1965) 550,000 

Employment : 

Average  number  current  appropriation 19,  085 

Average  niimber  involved  this  estimate 0 

Actual  employment  Dec.  31,  1964 19,  385 


1 Excludes  reappropriation  of  $1,000,000  under  “Special  Fund.” 

PKOPOSED  LANGUAGE 

For  additional  amounts  for  “Salaries  and  expenses,”  as  follows : “Research,” 
$3.109.000 ; “Plant  and  animal  disease  and  pest  control,”  $2,317,000 ; and  “Meat 
inspection,”  $1,137,000. 

EXPLANATION  OF  LANGUAGE 

The  proposed  language  would  appropriate  an  additional  $6.563,(X)0.  of  which 
$5.50,000  would  be  used  in  combination  with  an  estimated  .$673,000  of  cooperators’ 
funds,  in  order  to  provide  the  total  amount  required  to  continue  maintenance 
during  fiscal  year  1965  of  an  effective  barrier  zone  of  sterile  screw-worm  flies  in 
northern  Mexico  and  along  the  international  boundary  in  southern  Texas  and 
New  Mexico  to  prevent  reinfestation  from  Mexico.  The  remainder  of  $6,013, 0(X) 
would  finance  increased  pay  act  costs  under  Public  Law  88-426,  Public  Law 
88-631  and  for  increased  wage  board  salary  costs. 

PURPOSE  AND  NEED  FOR  SUPPLEMENTAL  FUNDS 

Soiith  iuest  screw-ivorm  program  ($550,000) 

The  artificial  barrier  zone  of  sterile  screw-worm  flies  in  northern  Mexico  and 
along  the  international  boundary  in  southern  Texas  and  New  Mexico  requires 
the  continuous  production,  irradiation  and  release  of  vast  quantities  of  screw- 
worm  flies  over  a hirge  area  to  prevent  screw-worms  that  migrate  from  Mexico 
from  reestablishing  self-perpetuating  native  screw-worm  imputations  in  areas 
of  the  United  States  freed  of  screw-worms  (Texas,  New  Mexico  and  States  to 
the  north  and  east).  The  level  of  program  activities  fluctuates  in  various  seasons 
of  the  year  and  according  to  the  climatic  conditions  of  the  season  which  may  be 
favorable  or  unfavorable  to  the  buildup  of  native  screw-worm  populations.  The 
fall  and  spring  months  of  the  year  are  the  periods  when  such  population  buildups 
customarily  occur.  The  danger  of  reestablishment  of  a self-perpetuating  native 
population  is  greatest  in  the  spring  because  of  the  long  season  ahead  before  there 
is  sutflcient  cold  weather  to  reduce  or  eliminate  such  a buildup. 

In  the  fall  of  1964,  weather  conditions  were  especially  favorable  to  the  groAvth 
and  deAmlopment  of  native  fly  populations.  In  addition,  moisture  conditions  have 
been  conducive  to  screw-worms.  By  December  1964,  there  had  not  occurred 
any  sustained  cold  weather  to  prevent  the  buildup  of  large  natiim  screw-worm 
populations,  especially  in  northern  ]\Iexico. 

Cooperators  in  the  program  haAm  reported  that  preAuous  cost  data  was  limited 
to  amounts  for  actual  field  operations ; and  did  not  include  costs  incurred  for 
administrative  and  general  expense  costs  directly  related  to  the  cooperatiAm 
program.  Federal  program  costs  have  always  included  such  expenses.  The 
Department  has  been  obliged  to  alloAA-  for  these  additional  amounts  in  accordance 
Avith  the  statement  on  page  8 of  Conference  Report  No.  1088  on  the  1964  agricul- 
tural appropriation  bill  as  folloAvs  (italic  supplied)  : 

“Amendment  No.  9. — Plant  and  animal  disease  and  pest  control : Reported  in 
disagreement.  The  managers  on  the  part  of  the  House  aauII  offer  a motion  to 
concur  in  the  Senate  amendment  requiring  50  percent  matching  of  funds  used 
for  screAv-worm  eradication.  The  conferees  haA’e  agreed  to  the  Senate  language 
Avith  the  understanding  that  State  and  local  sources  Avill  be  given  full  credit  for 
all  fiords  heretofore  and  hereafter  contrihuted  to  the  program."’ 
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After  making  allowance  for  additional  claims  the  cooperators  had  overmatched 
Federal  funds  at  the  beginning  of  fiscal  year  1965  and  they  are  entitled  to  a 
caiTyover  credit.  With  full  consideration  of  this  overmatching  amount  and 
the  funds  presently  available  to  the  Department  and  those  estimated  to  be  avail- 
able from  cooperators,  an  additional  $1,223,000  is  needed  to  continue  an  effective 
program  through  June  30;  otherwise,  it  will  be  necessary  to  discontinue  the 
program  by  March  31, 1965. 

The  proposed  supplemental  of  $550,000  would  provide  the  necessary  additional 
funds  for  the  Department  which  would  be  added  to  an  estimated  $673,000  of 
cooperators’  funds  to  provide  the  total  amount  required  to  continue  the  program 
through  June  30,  1965.  The  1966  budget  estimates  include  the  estimated  funds 
to  continue  necessary  program  operations  in  fiscal  year  1966. 

To  finance  increased  pay  costs  {$6,013,000 ) 

Absorptions  of  the  increased  salary  costs  under  Public  Law  88-426,  Public 
Law  88-631  and  wage  board  increases  have  been  made  to  the  maximum  extent 
possible.  The  supplemental  estimate  of  $6,013,000  for  increased  pay  act  and 
wage  board  costs  is  needed  to  avoid  curtailing  vital  research,  control  and  regu- 
latory programs  for  which  Congress  appropriated  increased  funds  in  fiscal  year 
1965  to  continue  and  expand  program  activities. 


Justificaiion  for  supplemental  estimate,  fiscal  year  1966  for  “Salaries  and  expenses'^ 


Project 

Appropria- 
tion to  date, 
1965 

Supplemen- 
tal estimate, 
1965 

Revised 

total, 

1965 

Research  ..  - ------- 

$119, 639,  000 
68,  793,  200 
32, 128,  000 

-h$3, 109, 000 
1 -1-2, 317, 000 
-f  1, 137,  000 

$122,  748,  000 
71. 110,  200 
33,  265, 000 

Plant  and  animal  disease  and  pest  control - - --  -- 

Meat  inspection --  - 

Tfitfll  “Salaries  and  expenses” 

220,  560,  200 

4-6,  553,  000 

227, 123,  200 

1 Includes  $550,000  for  southwest  screw-worm  program  and  $1,767,000  for  pay  costs. 


(i)  SoutJncest  screw-worm  program,  $560,000 

Xeed  for  Increase. — The  proposed  increased  funds  are  urgently  needed  to  assure 
continued  operation  through  June  30, 1965,  for  the  artificial  barrier  zone  of  sterile 
screw-worm  flies  in  northern  Mexico  and  along  the  international  boundary  in 
southern  Texas  and  New  Mexico.  Maintenance  of  the  artificial  barrier  is  a day- 
to-day  operation  to  prevent  screw-worms  migrating  from  Mexico  from  reestab- 
lishing self-perpetuating  native  screw-worm  populations  in  areas  of  the  United 
States  which  have  been  freed  of  screw^-worms  (Texas,  New  Mexico  and  States 
north  and  east) . 

Essentially,  the  barrier  zone  operations  consist  of  the  continuous  release  of 
vast  quantities  of  sterile  screw-worm  flies  over  a large  area  in  order  to  protect 
screw-worm  freed  areas  of  the  United  States.  There  can  be  no  cessation  of 
these  sterile  fly  release  operations  without  immediately  exposing  the  freed  areas 
of  the  United  States  to  reinfestations  from  Mexico.  The  rate  of  production, 
irradiation  and  release  of  screw-worm  flies  and  the  geographic  dimensions  of  the 
artificial  barrier  zone  are  determined  by  seasons  of  the  year ; climatic  conditions 
during  the  year : and  field  survey  data  concerning  native  screw-worm  fly  popula- 
tions in  the  barrier  zone  of  northern  Mexico.  All  available  funds,  both  Federal 
and  cooperators’  must  be  utilized  to  the  maximum  extent  for  the  production, 
irradiation  and  release  of  the  quantity  of  sterile  screw^-worm  flies  required  to 
maintain  an  effective  and  continuous  barrier  zone. 

Effect  of  weather  on  screw-worms. — The  spring  and  fall  months  have  always 
been  the  most  critical  periods  of  screw-worm  infestations  in  Texas  and  areas  in 
Mexico  due  to  the  buildup  in  native  fly  populations. 

The  severity  of  the  spring  buildup  is  mostly  dependent  upon  the  extent  and  the 
effects  of  cold  weather  months  between  fall  and  spring  as  the  screw-worm  cannot 
withstand  continued  cold  temperatures.  For  example,  the  unusually  cold  winter 
in  1961-62  had  reduced  screw-worm  populations  to  such  very  low  levels  that 
it  provided  the  advantages  suitable  to  initiating  the  cooperative  eradication  pro- 
gram. 
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During  the  fall  months  of  1964,  climatic  conditions  in  the  barrier  zone  area  of 
Texas  and  Mexico  have  been  most  favorable  to  the  growth  and  development  of  the 
screw-worm  fly  because  of  the  occurrence  of  favorable  temperature  and  moisture 
conditions  that  are  most  conducive  to  screw-worms.  By  the  end  of  December 
1964,  there  had  not  been  a sustained  cold  weather  period  that  would  serve  to 
prevent  the  survival  of  large  screw-worm  populations  in  northern  Mexico.  The 
influence  of  climatic  conditions  on  the  screw-worm  program  has  always  been  a 
very  significant  factor  to  be  considered  in  planning  an  effective  level  of  opera- 
tions. 

Fiscal  year  1965  program. — In  the  period  July  1, 1964,  to  January  30, 1965,  there 
have  been  146  cases  of  screw-worms  in  Texas  and  New  Mexico,  of  which  66  cases 
were  found  in  Texas  and  4 in  New  Mexico  outside  the  artificial  barrier  zone. 
These  have  been  eliminated  promptly.  In  about  the  same  time,  there  were  4,079 
cases  reported  within  the  barrier  zone  in  northern  Mexico.  This  is  an  indica- 
tion of  the  continuing  threat  of  reinfestation.  The  artificial  barrier  provides  pro- 
tection from  migrations  from  Mexico  and  from  reestablishment  of  self-perx)etuat- 
ing  native  screw-worm  populations  in  freed  areas  of  the  United  States. 

Additional  matching  credit  to  cooperators. — Conference  Report  No.  1088  (p.  8) 
on  the  1964  agricultural  appropriation  bill  included  the  following  (italic  sup- 
plied) : 

“Amendment  No.  9 — Plant  and  animal  disease  and  pest  control : Reported  in 
disagreement.  The  managers  on  the  part  of  the  House  will  offer  a motion  to 
concur  in  the  Senate  amendment  requiring  50  percent  matching  of  funds  used 
for  screw-worm  eradication.  The  conferees  have  agreed  to  the  Senate  language 
with  the  understanding  that  State  and  local  sources  will  be  given  full  credit  for 
all  funds  heretofore  and  hereafter  contributed  to  the  program.” 

In  determining  1964  contributions  to  the  program,  the  Texas  Animal  Health 
Commission  and  the  Southwest  Animal  Health  Research  Foundation  have  indi- 
cated that  costs  previously  reported  by  these  organizations  were  limited  to 
amounts  associated  with  actual  field  operations.  They  had  not  reported  costs 
for  their  administrative  and  general  expenses  directly  related  to  planning  and 
conducting  the  program.  The  Federal  amounts  have  always  included  such 
administrative  costs.  The  attached  table  reflects  a summary  of  Federal  and 
cooperators  contributions  to  the  program  since  its  inception,  after  adjusting 
for  cooperator  expenses  not  previously  credited.  As  the  table  indicates,  on  a 
cumulative  basis,  cooperators  have  “overmatched”  Federal  funds  by  $604,000 
as  of  June  30,  1964.  The  Department  has  been  obliged  to  allow  for  this  amount 
in  planning  and  conducting  program  operations  in  the  fiscal  year  1965.  How- 
ever, experience  with  the  screw-worm  indicates  it  would  be  impractical  to  con- 
tinue the  program  on  greatly  reduced  financing  as  it  would  be  ineffective  and 
only  result  in  a build  up  of  screw-worm  populations  which  could  be  stemmed 
for  only  a limited  time. 

At  the  present  rate  of  barrier  zone  operations,  it  is  estimated  that  approxi- 
mately $1,223,000  is  needed  to  carry  the  program  through  June  30,  1965.  It  is 
expected  that  the  matching  of  program  costs  will  be  equalized  between  the 
Department  and  cooperators  by  about  March  31,  1965.  The  additional  funds 
are  needed  to  provide  the  Department’s  share  of  costs  to  continue  the  program 
through  June  30,  1965,  and  thus  avoid  discontinuing  program  operations  during 
the  spring  months  when  the  natural  migration  of  screw-worms  begins  north- 
ward from  Mexico.  The  proposed  amount  of  $550,000  takes  into  account  the 
language  of  the  1965  Appropriation  Act  that  Federal  costs  could  provide  for 
up  to  $250,000  in  unmatched  cooperative  activities. 

The  Department  has  been  assured  that  funds  will  be  available  from  cooperators 
to  continue  matching  Federal  funds  during  fiscal  year  1965. 
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Southwest  screw-worm  program 


[In  thousands  of  dollars] 


Cooperative  activities 

Federal 

activities 

Grand 

total 

Federal 

Cooperators 

Total 

Obligations: 

Cumulative  through  June  30, 1964 

Fiscal  year  1965  (estimated) 

Total  needed,  fiscal  year  1962-65 

Financing; 

Fiscal  year  1962-64  (obligations) 

Fiscal  year  1965: 

Federal; 

Appropriated 

5,010 
2, 531 

5, 614 
1,715 

10,  624 
4,  246 

1,504 

825 

12, 128 
5, 071 

7, 541 

7, 329 

14, 870 

2,329 

17, 199 

5, 010 

1,952 

29 

5, 614 

1 

10,  624 

1,952 

29 

i 1,042 

1,504 

798 

27 

12,128 

2, 750 

56 

1,042 

Estimated  additional  for  pay 
act  costs 

Cooperators  (estimated) 

Total  available,  fiscal  years 
1962-65 — 

Additional  needed  fiscal  year 
1965- - — 1 

1,042 

6,  991 

6, 656 

13, 647 

2, 329 

15, 970 

550 

673 

1,223 

1.  223 

1 

i 

(2)  To  finance  increased  pay  costs  under  Public  Law  88-426,  Public  Law  88-631, 
and  wage  board  in€?'eases,  $6,013,000 

An  additional  $6,013,000  is  required  under  the  appropriation,  “Salaries  and 
expenses,  Agricultural  Research  Service,”  to  meet  increased  pay  costs  due  to 
Public  Laws  88-426  and  88-631  ($5,657,000),  and  to  meet  wage  board  increases 
($356,000). 

Absorptions  of  increased  pay  costs  under  Public  Law  88-426,  Public  Law 
88-631,  or  increased  wage  board  costs  cannot  be  made  in  regulatory  or  control 
programs,  or  by  further  reductions  in  research,  inasmuch  as  there  is  a continuing 
and  urgent  need  to  expand  the  work  in  these  fields.  In  order  to  provide  for 
meeting  some  of  these  problems.  Congress  appropriated  increased  funds  for 
fiscal  year  1965  of  $21,783,000  for  research  including  $4,784,000  for  construction 
of  research  facilities ; $3,538,200  for  plant  and  animal  disease  and  pest  control ; 
and  $3,535,000,  including  $1,291,000  in  the  1965  Supplemental  Appropriation  Act, 
to  meet  increased  demands  for  Federal  meat  inspection. 

In  the  research  area,  one  of  our  most  critical  needs  continues  to  be  the  fur- 
nishing of  additional  labor  and  operating  funds  to  make  the  present  scientific 
staff  more  effective.  Current  funds  are  not  sufficient  for  adequate  financing  of 
important  research  and  any  further  reduction  would  only  aggravate  the  situation. 
With  the  need  for  expanding  research,  and  for  staffing  new  facilities  as  they  are 
completed,  it  is  not  possible  to  propose  further  absorptions  vuthin  funds"  cur- 
rently available. 

Under  plant  and  animal  disease  and  pest  control,  additional  funds  were  pro- 
vided in  1965  for  (1)  strengthening  animal  and  plant  quarantine  inspection  at 
ports  of  entry  to  prevent  the  introduction  of  foreign  animal  and  plant  pests  and 
diseases  into  this  country;  (2)  acceleration  of  scabies  eradication  and  initiation 
of  a boll  weevil  eradication  program  in  the  High  Plains  of  Texas;  (3)  accelera- 
tion, under  Senate  Document  85,  of  the  evaluation  of  pest  control  and  eradication 
programs  with  special  reference  to  environmental  impact  associated  with  con- 
trol and  eradication  procedures  and  initiation  of  necessary  field  activities  to 
monitor  pesticides  in  agriculture;  (4)  increased  activities  under  the  Yirus- 
Serum-Toxin  Act  to  assure  the  safety  and  potency  of  veterinary  biologies ; and 
(5)  expansion  of  registration  and  enforcement  activities  under  "the  Federal  In- 
secticide, Fungicide,  and  Rodenticide  Act,  as  amended.  There  is  urgent  need 
to  expand  these  activities  and  to  continue  other  programs  at  the  same  level  as 
in  1964.  Therefore,  absorption  of  increased  pay  costs  under  this  activity  is 
not  possible  without  curtailing  programs. 
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There  is  an  ever-increasing  demand  for  Federal  meat  inspection  service  which 
is  mandatory  under  the  law  for  plants  engaged  in  interstate  business.  Compared 
with  fiscal  year  1964,  it  is  estimated  that  81  additional  plants  and  18  additional 
cities  and  towns  where  meatpacking  plants  are  located  will  have  to  be  serviced 
in  1965,  as  well  as  additional  shifts  in  present  plants  under  inspection.  A sup- 
plemental appropriation  request  to  meet  the  rapidly  expanding  meat  inspection 
workload  was  transmitted  to  the  Congress  prior  to  enactment  of  Public  Law 
88-426  approved  August  14,  1964.  Funds  provided  in  the  Supplemental  Appro- 
priation Act,  1965,  represent  a reduction  of  $66,000  below  the  supplemental 
request.  Tlie  amount  requested  represented  the  minimum  required  to  meet  the 
ever-increasing  demand  for  meat  inspection  services  which  this  Department  is 
required  to  provide.  Any  additional  reduction  in  funds  would  reduce  the  De- 
partment’s ability  to  render  these  mandatory  inspection  services.  Therefore,  no 
absorption  of  increase  pay  costs  in  possible  under  this  activity. 

General  Statement 

Dr.  Irving.  Mr.  Chairman,  I appear  before  yon  today  to  discuss 
with  the  committee  the  request  recently  submitted  by  the  President  for 
supplemeutal  appropriations  of  $6,563,000  in  fiscal  year  1965  to  be 
used  for  the  following  purposes : 


1.  Southwest  screw-worm  program $550.  000 

2.  Increased  pay  act  and  wage  board  salary  costs 6,  013,  000 

Total 6,563,000 


SOUTHWEST  SCREW-WORM  PROGRAM 

The  total  cost  of  the  Southwest  screw-worm  program  is  still  esti- 
mated at  approximately  $5  million,  the  same  amount  estimated  at  the 
time  the  1965  budget  was  submitted.  We  have  available  $2,750,000 
provided  by  the  Congress  as  proposed  in  the  1965  budget.  The  addi- 
tional funds  are  needed  to  provide  the  Federal  share  of  activities 
through  June  30,  1965,  and  thus  assure  continuation  of  the  program. 
The  cooperators  had  overmatched  Federal  funds  as  of  June  30,  1964, 
on  a cumulative  basis  so  that  the  Department  has  had  to  carry  a greater 
share  of  program  costs  in  the  early  part  of  fiscal  year  1965  in  order  to 
“catch  up.” 

ADDITIONAL  MATCHING  COSTS  REPORTED  BY  COOPERATORS 

This  “overmatching”  situation  arose  in  the  process  of  determining 
final  program  costs  for  the  fiscal  year  ending  June  30,  1964.  The 
cooperators  notified  us  that  previous  reports  of  their  program  costs 
were  limited  to  actual  cooperative  field  operations.  They  had  not 
reported  the  costs  incurred  by  them  for  administrative  and  general 
expenses  related  directly  to  the  conduct  of  the  program,  and  they 
asked  that  credit  be  given  for  them.  Federal  amounts  have  always 
included  such  administrative  costs.  In  determining  final  1964  con- 
tributions to  the  program,  we  were  obliged  to  allow  additional  credit 
for  matching  purposes  as  claimed  by  the  cooperators.  This  is  in  ac- 
cordance with  the  statement  of  the  Conference  Report  JSTo.  1088  on  the 
1964  agricultural  appropriation  bill  as  follows  (italic  supplied)  : 

Amendment  No.  9. — Plant  and  animal  disease  and  pest  control : Report  in  dis- 
agreement. The  managers  on  the  part  of  the  House  will  offer  a motion  to  concur 
in  the  Senate  amendment  requiring  50-percent  matching  of  funds  used  for  screw- 
worm  eradication.  The  conferees  have  agreed  to  the  Senate  language  with  the 
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understanding  that  State  and  local  sources  will  be  given  full  credit  for  all  funds 
heretofore  and  hereafter  contributed  to  the  program. 

In  planning  the  overall  program  for  fiscal  year  1965,  the  added  re- 
ported costs  by  the  cooperators  have  been  included.  ^ The  effect  on 
program  operations  is  that  we  have  had  to  “catch  up”  in  the  matching 
of  cooperators’  contributions  to  the  program.  Simultaneously,  we 
have  had  to  provide  for  an  effective  level  of  barrier  zone  operations 
because  any  cessation  of  day-to-day  operations  invites  the  immediate 
problem  of  screw- worms  migrating  from  Mexico  becoming  reestab- 
lished in  this  comitry.  As  a result  of  the  overmatching  by  cooperators 
there  are  not  sufficient  funds  to  continue  program  operations  through 
the  end  of  fiscal  year  1965. 

The  proposed  supplemental  of  $550,000  would  provide  the  necessary 
additional  funds  for  the  Department  which  would  be  added  to  an 
estimated  $673,000  of  cooperators’  funds  to  provide  the  total  amount 
required  to  continue  the  program  through  June  30,  1965;  otherwise, 
it  will  be  necessary  to  discontinue  program  operations  by  about  March 
31, 1965. 

PROGRAM  HIGHLY  SUCCESSFUL 

Mr.  Chairman,  the  Southwest  screw-worm  program  was  undertaken 
on  a 3-year  trial  basis  in  February  1962  to  do  two  things:  first,  to 
eliminate  self-perpetuating  native  screw- worm  populations  from  over- 
wintering areas  in  Texas  and  New  Mexico  and  States  to  the  north 
and  east;  and  second,  to  determine  the  requirements  and  feasibility 
for  establishing  and  maintaining  an  artificial  barrier  zone  of  sterile 
screw- worm  flies  that  would  prevent  screw-worms  migrating  from  the 
Kepublic  of  Mexico  from  becoming  permanently  reestablished  in 
screw- worm-freed  areas  of  Texas,  New  Mexico,  and  all  States  to  the 
north  and  east.  These  objectives  have  been  accomplished.  Mainte- 
nance of  an  artificial  barrier  zone  of  sterile  screw-worm  flies  in  north- 
ern Mexico  and  along  the  international  boundary  in  southern  Texas 
mid  New  Mexico  is  preventing  the  reestablisliment  of  the  infestations 
in  freed  areas,  except  for  sporadic  and  isolated  cases  of  infested 
animals.  These  have  been  and  are  being  promptly  eliminated,  so 
that  there  have  been  no  instances  of  continued  or  spreading  infesta- 
tions. 

OPERATION  OF  THE  BARRIER  ZONE 

There  can  be  no  cessation  of  these  sterile  fly  release  operations  which 
are  required  to  maintain  the  barrier  zone  without  immediately  ex- 
posing the  freed  areas  of  the  United  States  to  reinfestations  from 
Mexico.  Essentially,  the  barrier  zone  is  a day-to-day  operation  re- 
quiring the  production,  irradiation,  and  release  continuously  of  vast 
quantities  of  sterile  screw-worm  flies  over  a large  area  which  covers 
portions  of  Texas  and  northern  Mexico.  In  the  first  7 months 
of  fiscal  year  1965,  there  were  146  confirmed  screw-worm  cases  in 
Texas  and  New  Mexico,  only  66  of  which  were  found  outside  the 
barrier  zone.  In  about  the  same  period,  more  than  4,000  cases  were 
reported  inside  the  barrier  zone  in  northern  Mexico.  This  is  an  indi- 
cation of  the  continuous  threat  of  reinfestations. 


44-864— 6i 


-25 


380 


SEASON  INFLUENCE  ON  PROGRAM  OPEILVTIONS 

The  level  of  effective  program  operations  is  directly  determined  by 
seasons  of  the  year  and  climatic  conditions  during  the  year.  The 
screw-worm  fly  cannot  sustain  itself  in  cold  weather  and  conversely  it 
thrives  in  warm  weather.  Thus,  the  rate  of  production,  irradiation, 
and  release  of  quantities  of  sterile  screw- worm  flies  and  the  geographic 
dimensions  of  the  barrier  zone  are  maintained  on  a flexible  basis  ac- 
cording to  the  various  conditions.  During  fiscal  year  1964,  the  weekly 
release  of  sterile  screw- worm  flies  reached  165  million  in  warm  weather 
and  was  adjusted  doivnward  to  56  million  during  the  cold  weather. 

At  all  times,  resources  must  be  available  to  provide  the  needed  level 
of  production  operations  at  the  Mission,  Tex.,  plant  which  requires 
manpovrer,  vast  quantities  of  media,  blood,  and  other  supplies  and 
materials,  and  the  means  to  disperse  the  sterile  flies  over  the  required 
area  of  the  barrier  zone.  As  mentioned,  the  warm  months  are  the 
most  important  to  the  continued  success  of  the  program.  As  native 
fly  populations  begin  to  increase  in  northern  Mexico,  the  natural 
migration  northward  begins  in  early  spring.  The  warm  summer 
months  which  follow  are  most  conducive  to  the  life  cycle  of  the  fly. 
Prior  to  the  current  program,  screw- worm  infestations  have  occurred 
as  far  north  as  the  Dakotas  and  Minnesota  under  favorable  weather 
conditions. 


SUPPLEMENTAL  FUNDS  NEEDED 

Mr.  Chairman,  I have  mentioned  these  important  points  to  high- 
light the  necessity  for  the  supplemental  request  now  before  you.  At 
the  present  time,  we  estimate  that  the  program  will  have  to  cease  unless 
additional  Federal  and  cooperators’  funds  become  available.  This 
would  result  in  immediate  reentry  of  the  pest  that  caused  losses  of  $25 
to  $100  million  prior  to  the  eradication  program.  I have  been  posi- 
tively assured  by  the  cooperators  that  as  much  as  $673,000  will  be 
available  with  which  to  match  additional  Federal  funds  as  now  re- 
quired by  law,  except  that  we  expect  to  avail  ourselves  of  a portion 
of  the  $250,000  exemption  from  matching.  I 

INCREASED  SALARY  COSTS  OF  THE  AGRICULTURAL  RESEARCH  SERVICE  i 

In  recent  years,  the  Congress  has  provided  substantial  increases  for 
our  research  and  control  and  regulatory  programs  to  meet  urgent 
problems.  To  reach  these  program  objectives,  which  will  benefit 
American  agriculture,  they  must  be  maintained  at  their  current  level. 
Reductions  in  the  $6,013,000  which  we  are  requesting  to  finance  in- 
creased pay  costs  would  impair  these  new  programs,  as  well  as  others 
which  we  have  been  conducting  over  a period  of  time.  The  estimate 
of  $6,013,000  is  slightly  below  the  Government-wide  average.  Re- 
search advisory  committees  feel  we  should  have  general  increases  each 
year  of  about  7 percent  to  meet  increasing  costs  of  the  type  they  en- 
counter themselves.  lAhen  we  have  to  absorb  increased  salary  costs, 
as  we  have  had  to  do  at  times,  our  research  and  control  programs 
are  directly  affected.  We  are  busily  engaged  m a wide  variety  of 
programs  to  help  the  American  farmer;  and  any  reduction  in  our  | 
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request  for  funds  to  pay  the  increased  salaries  to  our  personnel  can 
only  slow  us  down. 

Sir.  Chairman,  this  completes  my  statement.  My  associates  and  1 
will  be  glad  to  answer  any  questions  you  may  have. 

Mr.  MMitten.  Dr.  Irving,  I was  intrigued  by  the  words  of  the 
second  sentence  on  page  6,  “reductions  in  the  $6,013,000  which  we  are 
requesting  * * "h”  The  wording  of  the  sentence  makes  it  appear  that 
you  are  requesting  a reduction  in  the  $6  million. 

Dr.  Ie\t:ng.  No,  sir;  we  are  not  requesting  a reduction.  _ 'We  are 
hoping  there  will  not  be  any  reduction  in  our  request  for  increased 
salary  costs. 

COOPERATrsm  FINAXCING  OF  SCREW-WORM  PROGRAM 

Mr.  "Whittex.  Dr.  Irving,  this  committee  is  very  proud  of  the  fact 
that  the  Department  has  been  instrumental  m developing  this  sterili- 
zation process  which  has  done  so  much  to  eradicate  the  screw-Avorm  fly 
and  also  the  Mediterranean  fruit  fly  and  others.  It  has  been  one  of 
the  highlights  of  the  Department’s  research  activities.  This  process 
has  greatly  increased  the  effectiveness  and  reduced  the  cost  of  the 
programs  "to  control  and  eradicate  these  pests.  I mentioned  earlier 
that  our  chairman  and  others  liaA^e  been  interested  in  this  program 
through  the  years. 

Last  year  this  subcommittee  was  quite  disappointed  to  learn  that 
people  in  several  localities  insisted  they  could  not  raise  funds  to  coA’^er 
the  local  share  of  the  costs  of  this  program  and  that  they  wanted  the 
Federal  GoA^emment  to  finance  the  total  cost.  At  that  time  Ave  decided 
that  100  percent  Federal  financing  was  contrar}^  to  the  policy  of  the 
Government  in  dealing  with  this  type  of  program.  Evidently,  now 
the  localities  haA^e  realized  that  there  is  a continuing  problem  that  we 
must  work  on  together. 

MATCHING  FUNDS 

I notice  that  you  have  referred  to  last  year’s  provision  of  $250,000 
free  of  the  matching  requirement.  If  I remember  correctly  that 
$250,000  was  provided  for  specific  purposes,  such  as  maintaining  sur- 
veillance to  be  sure  that  we  were  kept  current  with  developments  in 
the  field.  If  I remember  correctly,  we  did  not  intend  that  the  quarter 
of  a million  dollars  be  used  for  activities  that  are  ordinarily  jointly 
financed.  We  wanted  these  funds  available  so  that  you  would  not  get 
caught  short.  The  language  will  speak  for  itself. 

I recall,  further,  the  supplemental  last  year  was  so  late  that  Ave  had  to 
tell  our  friends  in  Texas  and  New  Mexico  to  proceed  with  State  funds. 
The  subcommittee  offered  its  oral  assurances  that  if  the  localities  would 
proceed  during  the  first  part  of  the  year  using  local  funds,  Ave  would 
match  their  contribution  during  the  second  part  of  the  year.  Necessity 
dictated  that  course  of  action.  HoweA^er,  we  did  not  intend  to  set  a 
new  pattern  for  financing  this  program.  We  still  believe  it  is  much 
better  for  the  Federal  GoA^ernment  and  the  localities  to  start  out  to- 
gether and  pay  as  we  go. 

I noAA-  haA’-e  the  language  from  last  year’s  report.  I quote  from  page 
22,  the  last  sentence  : 

In  the  event  a major  program  should  be  reinstituted,  a sum  of  $250,000  may  be 
used  AAuthout  matching  to  make  spot  checks  and  meet  isolated  outbreaks  as  they 
may  be  necessary. 
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You  will  see  from  that  that  we  were  just  trying  to  hold  the  fort  until 
such  time  as  the  circumstances  would  require  a general  effort  jointly 
financed  by  the  cooperators  and  the  Federal  Government. 

Dr.  Irving,  would  you  care  to  make  any  comment  with  respect  to  the 
use  of  these  funds  ? 

Dr.  Irving.  I would  like  Dr.  Anderson  who  is  Deputy  Administra- 
tor for  Regulatory  Programs  to  discuss  that  in  whatever  detail  you 
wish  to  have  him  discuss  it. 

Mr.  Whitten.  Proceed,  Dr.  Anderson. 

Dr.  Anderson.  You  are  referring  to  the  $250,000  ? 

Mr.  Whctten.  I touched  on  a variety  of  items.  You  might  tell  me 
about  the  situation  in  general. 

Dr.  Anderson.  The  major  effort  in  fiscal  year  1965  is  directed  to- 
ward maintaining  this  barrier  zone  which  has  varied  in  width  from 
400  miles  down  to  about  100  miles.  We  did  have,  as  the  report  showed 
here,  a number  of  outbreaks  or  cases  in  the  freed  area  last  year  and 
that  required  cooperative  effort  by  the  Federal  Government  and  the 
cooperators,  but  I don’t  have  the  figures  available,  but  it  is  very  likely 
that  a large  amount  of  these  funds  of  $250,000  were  expended  in  deal- 
ing with  those  outbreaks  in  the  present  area — in  the  free  area  outside 
the  barrier  zone. 

The  need  for  the  supplemental  funds  is  to  carry  on  a level  of  pro- 
gram operations  for  the  balance  of  the  fiscal  year,  from  March  31  to 
June  30,  that  is  considered  essential  to  the  success  of  the  program. 

The  cooperators  have  agreed  to  more  than  match  the  Federal  funds 
that  we  hope  would  be  provided  in  the  supplemental. 

One  of  the  principal  cooperators,  the  State  of  Texas,  has  already 
appropriated  $250,000  and  the  president  of  the  Southwest  Animal 
Health  F oundation  has  given  us  a letter  assuring  the  Department  that 
they  will  match  the  Federal  funds  to  carry  on  a program  at  the  essen- 
tial level  during  the  balance  of  the  fiscal  year. 

ARTIFICIAL  BARRIER  ZONE  PROTECTS  AGAINST  REINFESTATION 

Mr.  Whitten.  Dr.  Anderson,  I note  that  cumulatively  we  have  spent 
quite  a bit  of  money  in  this  screw-worm  eradication  program.  I notice 
further  that  it  is  going  to  continue  to  cost  money  through  the  coming 
fiscal  year.  Are  we  faced  with  the  necessity  of  continuing  to  maintain 
this  program  in  view  of  the  proximity  of  Mexico  and  the  failure  to 
control  screw- worms  in  Mexico  ? 

Dr.  Anderson.  Yes,  sir.  In  order  to  prevent  losing  what  we  have 
gained  in  areas  of  the  United  States  freed  of  screw-worms,  it  would  be 
necessary  to  continue  the  barrier  zone  along  the  international  border- 
line indefinitely. 

Mr.  Whitten.  Are  you  in  a position  to  inform  officials  of  the 
affected  States  and  the  private  source  cooperators  that  this  program 
will  continue  to  require  joint  effort  and  financing  in  the  years  ahead, 
so  that  they  will  have  some  basis  on  which  to  raise  the  funds  for  their 
share  of  the  costs  ? 

Dr.  Anderson.  With  the  elimination  of  the  screw-worm  from  the 
Southeast  and  the  Southwest  the  pest  remains  only  in  Arizona  and 
California.  The  main  problem  remains  with  Mexico  as  the  source 
of  screw-worm  reinfestation  in  areas  of  the  country  freed  of  screw- 
worms.  The  States  I have  mentioned  plus  other  parts  of  the  United . 
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States  would  benefit  from  continuation  of  the  program  which  re- 
sulted in  savings  from  $10  to  $25  million  in  the  Southeast  and  up  to 
$100  million  in  the  Southwest  annually.  It  is  the  opmion  of  our  co- 
operators,  and  the  Department  has  shared  these  views,  that  they  have 
fulfilled  their  obligations  in  the  cooperative  effort  to  eliminate  the 
pest  from  the  States  in  the  Southwest.  It  more  or  less  parallels  the 
program  we  referred  to  before — the  successful  tick  eradication  pro- 
gram. This  also  included  practically  all  the  same  States  as  the  screw- 
worm,  that  is  the  Southeast  and  Southwest.  After  a tremendous 
program  involving  many  years,  the  ticks  were  pushed  back  to  the 
Mexican  border  where  there  is  a continuance  of  the  threat  of  reinfesta- 
tion to  the  freed  area  of  the  United  States.  The  Federal  Govern- 
ment has  assiuned  that  responsibility  on  an  annual  basis.  There,  too, 
it  is  continuing.  W e see  no  chance 

Mr.  Whitten.  I do  not  seem  to  have  made  my  point.  The  Federal 
Government  initiated  this  program.  We  put  up  half  the  funds.  hTow 
that  we  have  eradicated  the  screw-worm  from  this  area,  the  people 
are  losing  interest  and  want  the  Federal  Government  to  finance  the 
whole  program.  The  local  leaders  recognize  that  the  screw-worm 
will  come  back — so  they  tell  me — but  the  people  will  not  continue  their 
local  contribution  because  so  far  as  they  can  see  the  problem  has  been 
solved.  It  is  not  raining  now,  so  why  worry  about  the  roof  ? 

I want  to  know  if  you  are  in  a position  to  tell  the  local  people  that 
the  program  must  continue,  so  that  they  can  continue  to  raise  funds 
for  their  share  of  the  costs  ? 

Dr.  Anderson.  First  of  all,  they  have  met  their  matching  require- 
ments from  State  and  local  sources  as  provided  for  in  the  present 
appropriation  langTiage.  The  Department  is  in  a position  now  to 
say  that  the  pest  has  been  eliminated  from  the  United  States  except 
Arizona  and  California,  and  assmne  the  responsibility  for  keeping 
the  pest  out  of  the  United  States. 

Mr.  Whitten.  You  are  in  a position  to  do  that  ? 

Dr.  Anderson.  Yes,  I mean  that  is  the  position  the  Department  has 
taken. 

Dr.  IYhitten.  Are  you  saying  that  the  Federal  Government  would 
finance  the  entire  cost  of  the  program  from  now  on  ? 

Dr.  Anderson.  The  cost  of  maintaining  the  barrier  would  be  con- 
sidered a Federal  expense. 

Now,  the  cooperators  would  continue  to  provide  continued  assistance 
such  as  field  inspections  to  detect  promptly  any  isolated  cases. 

Mr.  Whitten.  Doctor,  are  you  saying  that  the  governmental  policy 
with  respect  to  the  pattern  of  financing  this  program  has  changed  ? 

THE  19  6 6 BUDGET  PROPOSAL  FOR  SCREW- WORH 

Dr.  Anderson.  Not  in  fiscal  year  1965. 

The  Budget  recommendation  for  1966  is  that  the  Federal  Govern- 
ment assume  the  full  cost  of  maintaming  this  barrier  zone. 

Mr.  Whitten.  And  this  is  a supplemental  to  continue  the  program 
for  the  rest  of  this  fiscal  year  under  the  current  pattern  of  financing  ? 

Dr.  Anderson.  Under  the  current  cooperative  arrangements. 

Mr.  Whitten.  We  feel  that  this  program  is  similar  to  programs  in 
other  areas  that  have  been  cooperatively  financed. 
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Dr.  Anderson.  Similar  type  programs  in  the  United  States  ? 

Mr.  Whitten.  Yes. 

Dr.  Anderson.  We  are  not  at  the  same  point  on  our  other  programs. 
There  are  cooperative  disease  and  pest  programs  being  carried  out  in 
the  various  States.  The  pests  and  diseases  are  still  with  us.  This  is 
a case  where  the  pests  have  been  pushed  out  of  the  United  States, 
except  Arizona  and  California. 

INCREASED  PAY  COSTS 

Mr.  Whitten.  ISFo  need  to  belabor  that  point  further. 

Let  us  turn  once  more  to  the  supplemental  request  for  pay  cost  in- 
creases. 

What  recommendations  were  made  by  the  Congress  when  these  sal- 
ary raises  were  enacted  ? Did  the  President  direct  that  a part  of  these 
increases  be  absorbed  by  personnel  actions  rather  than  by  appro- 
priations ? 

Mr.  Grant.  The  law^  provides  for  an  absorption  of  10  percent  in  the 
executive  branch  as  a whole,  but  not  in  each  department  or  each  indi- 
vidual appropriation  item. 

Mr.  Whitten.  What  course  has  the  Department  followed  with  re- 
gard to  that  10  percent  ? 

Mr.  Grant.  We  have  followed  it  in  terms  of  the  Department  as  a 
whole.  Of  the  total  cost  of  $34  million,  we  are  absorbing  $9.5  million 
leaving  a net  appropriation  request  of  $241/^  million. 

Mr.  Whitten.  So  you  propose  to  absorb  substantially  more  than 
the  10-percent  minimum. 

Mr.  Grant.  That  is  right.  Of  the  $9.5  million  absorption,  about 
$6.5  million  relates  to  funds  included  in  the  annual  appropriation 
acts,  and  the  remaining  $3  million  to  permanent  appropriations,  reim- 
bursements from  other  agencies,  and  trust  funds. 

Mr.  Whitten.  What  is  the  rate  of  absorption  for  the  Agricultural 
Eesearch  Service,  the  item  before  us  today  ? 

Mr.  Grant.  In  the  case  of  AES,  there  is  a cost  for  this  appropri- 
ation of  $6,134,800,  and  the  absorption  of  $121,800  for  a net  appro- 
priation of  $6,013,000. 

Mr.  Whitten.  Mr.  Yatcher? 

COOPERATORS  IN  SCREW-WORH  PROGRAM 

Mr.  Aatcher.  Dr.  Irving,  who  are  the  cooperators  ? 

I believe  on  page  5 of  your  statement  to  the  committee  you  pointed 
out  that  you  have  been  assured  by  the  cooperators  that  as  much  as 
$673,000  will  be  available. 

Dr.  Irving.  The  cooperators,  Mr.  Natcher,  have  been  the  several 
States,  principally  the  State  of  Texas,  and  Southwest  Animal  Health 
Eesearch  Foundation,  an  organization  of  local  livestock  producers. 

Mi\  Natcher.  I believe  that  is  set  out  on  page  4 of  the  justifications, 
is  that  correct  ? This  is  a part  of  the  record,  I believe,  Mr.  Chairman. 

Mr.  Whitten.  That  is  right. 

Mr.  Natcher.  All  right,  Mr.  Chairman,  that  is  all  I have. 

Mr.  Whitten.  Mr.  Hull? 


385 


CONTIJ^UOUS  OPEKATION  OF  AKTIFICIAL  BARRIER  ZONE 

Mr.  Hull.  I have  just  one  question.  Do  we  have  a working  agree- 
ment with  the  Mexican  Government  on  screw- worm  control  ? 

Dr.  Anderson.  We  do  have  a wmrking  arrangement  whereby  they 
permit  our  planes  to  drop  the  sterile  flies  in  Mexico.  In  addition,  they 
have  assigned  some  of  their  Mexican  Government  personnel  to  assist 
in  field  surve^^^s  and  investigations  on  outbreaks  of  the  pest  in  the 
northern  part  of  Mexico.  So  we  do  have  certain  working  arrange- 
ments necessaiy  to  maintain  the  protective  barrier. 

Mr.  Hull.  Do  they  have  such  a program  of  their  own  ? 

Dr.  Anderson.  N’o,  sir.  However,  they  are  interested  in  joining  in 
a program  that  would  extend  the  barrier  all  the  way  down  to  southern 
Mexico.  There  is  a very  narrow  stretch  of  Mexico,  at  the  isthmus  of 
Tehuantepec,  and  if  such  a program  should  be  developed  and  succeed 
it  would  greatly  shorten  the  size  of  the  present  barrier  zone. 

Mr.  PIuLL.  I would  think  that  unless  they  had  a program  down 
there  we  would  have  this  things  from  now  on. 

Mr.  Whitten.  That  is  the  way  it  looks  to  me.  I was  miaware  of  the 
new  budget  recommendation  that  the  Federal  Government  pay  the 
total  cost.  It  appears  that  this  program  will  have  to  continue  from 
now  on,  not  only  prevent  reentry  of  the  screw- worm  but  also  to  con- 
trol fruit  flies  and  other  pests. 

Dr.  Anderson.  It  is  a case  of  considering  the  annual  maintenance 
costs  of  the  barrier  against  the  economic  benefits  to  the  United  States 
which  have  resulted  from  carrying  on  this  program. 

Mr.  Hull.  It  would  not  be  necessary  to  maintain  the  barrier  if  they 
cleaned  up  their  own. 

Dr.  Anderson.  If  they  helped  us,  it  would  move  the  barrier  farther 
south  to  a narrower  part  of  Mexico.  At  a point  in  southern  Mexico  or 
Central  America,  we  would  have  to  continue  with  the  barrier  zone 
because  of  the  constant  threat  of  the  screw-worm  from  the  southern 
part  of  the  hemisphere. 

Mr.  Hull.  I believe  that  is  all. 

Mr.  Whitten.  Mr.  Morris? 

Mr.  Morris.  I have  a telegram  from  the  Southwest  Kesearch 
Foundation  and  ask  unanimous  consent  that  I be  permitted  to  make 
it  a part  of  the  record. 

Mr.  Whitten.  We  shall  be  glad  to  have  it  included  in  the  record. 

(The  telegram  follows:) 

Uvalde,  Tex.,  March  8,  1965. 

Congressman  Thomas  G.  Morris, 

House  Office  Building,  Washington,  D.C.: 

The  Southwest  Animal  Health  Research  Foundation  will  have  a producer 
fundraising  drive  in  New  Mexico,  Oklahoma,  and  Texas  for  a 2-week  period 
starting  March  29  to  raise  $300,000  from  livestock  producers  which  added  to 
the  $250,000  made  available  by  the  Texas  Legislature  will  match  the  supple- 
mental appropriation  for  the  Department  of  Agriculture  to  carry  the  screw- 
worm  eradication  program  until  July  1965. 

Best  regards. 

Dolph  Briscoe,  Jr., 

President,  Southwest  Animal  Health  Research  Foundation. 

Mr.  Morris.  It  is  perfectly  obvious  that  if  we  want  to  maintain 
a barrier  zone,  it  is  incumbent  upon  our  Government  to  initiate  action. 
I think  we  should  request  the  Department  to  pursue  it  as  diligently 
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as  possible  in  conjunction  witb  the  State  Department  and  that  an  effort  j| 
be  made  with  the  Mexican  Government  to  encourage  them  to  adopt 
a similar  program  in  Mexico.  Then  if  we  can  get  Mexico  free,  I 
perhaps  we  could  enter  into  an  agreement  with  both  Mexico  and  the  I 
United  States  to  maintain  the  barrier  zone  in  the  extreme  southern  fe 
part  of  Mexico  where  the  barrier  would  be  short  in  terms  of  miles 
and,  therefore,  less  expensive  to  maintain.  |. 

F rom  the  national  standpoint,  I feel  we  must  maintain  this  barrier  p 
zone.  We  have  agents  scattered  throughout  the  country  with  the  1; 
Narcotics  Bureau  who  are  working  diligently  with  foreign  countries  I 
to  prevent  the  importation  of  narcotics  and  other  harmful  factors  : 
to  our  national  interest.  I think  we  must  approach  the  screw- worm  i 
eradication  program  in  a similar  matter.  It  is  unfair  that  States 
like  Texas  and  New  Mexico,  just  because  they  happen  to  border 
Mexico,  should  bear  the  full  burden  of  the  prevention  program,  'i 
Actually  this  is  a national  program  because  if  you  reinfest  Texas  ?i 
and  New  Mexico,  before  too  long  the  entire  United  States  will  suffer  n 
from  the  screw-worm  infestation.  Then  it  would  be  necessary  to 
begin  the  entire  program  anew.  Thank  you,  Mr.  Chairman. 

Mr.  Whitten.  Thank  you,  Mr.  Norris. 

DAMAGES  INELICTED  BY  SCREW- WORM 

Dr.  Irving,  I think  it  might  be  well  at  this  point  in  the  record  to  i 
include  your  estimates  of  damages  to  the  livestock  industry  inflicted 
by  the  screw- worm  in  years  past. 

( The  information  follows : ) i' 

Losses  Due  to  Screw-Woem  Infestation 

Prior  to  the  successful  eradication  programs,  the  costs  of  screw-worm  infesta- 
tions to  livestock  producers  were  as  follows : 

Southeast : Annual  losses  estimated  from  $10  to  $25  million.  | 

Southwest : Annual  losses  estimated  from  $25  to  $100  million.  | 

The  estimated  losses  fluctuate  from  year  to  year  under  the  influence  of  weather  n 
conditions  and  the  size  of  native  screw-worm  fly  populations.  The  losses  include  !: 
the  costs  to  ride  herd  on  and  treat  infested  animals,  medical  supplies,  reduced  | 
value  of  animals  due  to  weight  and  milk  loss,  and  mortality  losses.  | 

Mr.  Whitten.  Mr.  Michel.  I 

NEED  FOR  SUPPLEMENTAL  FUNDS  I 

Mr.  Michel.  Dr.  Irving,  did  this  committee  give  you  everything  | 
you  requested  for  this  program  for  fiscal  year  1965 ; plus  $250,000  ? !' 

Dr.  Irving.  Yes,  sir ; it  did.  I 

Dr.  Anderson.  Yes,  sir.  _ j 

Mr.  Michel.  Then  my  question  is.  How  did  we  get  ourselves  in  this  i 
box  where  either  your  estimates  were  off  or  the  problem  compounded  S 
itself  to  such  an  extent  that  you  need  this  additional  amount  of  ! 
$550,000  ? 

Dr.  Anderson.  Prior  to  July  of  tliis  year,  our  cooperators  exceeded 
the  matching  as  necessary  to  keep  the  level  of  the  program— necessary 
to  carry  out  a successful  program — ^because  in  reporting  their  program 
expenses,  as  indicated  in  the  statement  here,  they  had  failed  to  in- 
clude all  of  their  administrative  and  general  costs  relating  to  the 
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program  and  had  reported  only  the  actual  field  operating  costs.  These 
were  substantial  amounts  for  1963  and  1961.  So  at  the  beginning 
of  this  fiscal  year,  the  cooperators  had  overmatched  the  Federal  funds 
by  more  than  $600,000.  So,  in  the  matching  category  they  entered 
this  year  overmatched;  and  this  required  a higher  level  of  Federal 
expenditures. 

Mr.  Michel.  Does  this  suggest  that  if  they  had  had  a million  dol- 
' lars  we  would  be  obligated  then  to  come  up  with  an  additional  amount 
here  to  match  it  perfectly  ? 

Dr.  Andersox-.  The  Department  and  its  cooperators  considered  it 
absolutely  essential  to  maintain  program  effectiveness  as  during  the 
previous  year.  Under  the  language  contained  in  the  conference  re- 
port on  the  1961  appropriation  bill,  as  you  recall,  it  provides  for 
crediting  the  cooperators  with  all  expenditures  incurred  heretofore 
and  hereafter  in  connection  with  these  cooperator  activities. 

Mr.  Michel.  That  is  all. 

Mr.  Whitten.  Mr.  Langen. 

Mr.  Langen.  Two  points,  Mr.  Chairman:  I noted  your  repeated 
reference  to  the  fact  that  it  became  necessary  for  the  cooperators  or 
whoever  it  is  that  is  directing  the  work  to  spend  more  money,  pos- 
sibly, in  the  early  part  of  1961  and  later  on  in  1961  and  so  in  thiE 
manner  the  Federal  Government  became  further  obligated.  Is  this 
an  indication  that  the  infestation  was  worse  than  estimated  or  that 
we  hadn’t  made  the  progress  that  was  intended  or  how  come  the 
extra  expenditures  ? 

Dr.  Anderson.  They  ran  into  considerable  outbreaks  outside  the 
barrier  zone  during  1963  and  1961.  However,  the  cooperator  at  that 
time  did  not  report  the  administrative  costs  referred  to.  But  with  the 
language  contained  in  the  appropriation  this  year,  they  felt  these  addi- 
tional costs  incurred  should  be  reported  and  that  they  were  entitled 
to  credit. 

Mr.  Langen.  I realize  that.  But  was  the  infestation  or  the  neces- 
sary work  required  greater  than  your  estimate  ? 

Dr.  Anderson.  Yes;  it  was  greater.  We  had  more  outbreaks  in  the 
eradication  area  outside  the  barrier  zone  than  expected. 

Mr.  Langen.  Does  that  leave  the  further  threat  that  you  might  have 
the  same  experience  again,  another  year;  that  there  might  be  more 
infestation  or  more  reports  than  you  now  think  possible  ? 

Dr.  Anderson.  No;  we  do  not  think  so.  These  outbreaks  occurred 
during  the  eradication  phase  of  the  program  in  the  Southwest.  We 
have  now  completed  the  eradication  phase  and  our  experience  tliis 
fiscal  year  indicates  that  we  will  not  encounter  the  same  problem  the 
balance  of  this  fiscal  year  nor  likely  next  year. 

SCREW-WORM  SmjATTON  IN  MEXICO 

Mr.  Langen.  One  more  question  in  another  field : Has  there  been 
any  approach  made  to  Mexico  regarding  this  problem,  both  as  it 
affects  them,  and  in  terms  related  to  our  problem  on  this  side  of  the 
border  ? 

Dr.  Anderson.  Yes,  sir;  there  have  been  constant  communications 
with  the  Mexican  officials  concerning  barrier  zone  operations  in  north- 
ern Mexico.  Further,  AID  has  contracts  for  two  people  to  work  with 
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the  Mexican  officials  as  a preliminary  measure  to  an  extensive  field 
survey  which  would  be  carried  out  under  the  proposed  1966  budget 
increase  for  such  a survey.  A detailed  survey  of  the  screw- worm 
situation  is  needed  throughout  Mexico  in  order  to  learn  more  about 
the  habits  of  the  screw-worm  in  Mexico ; the  incidence  rate,  the  ecologi- 
cal environment,  and  so  forth.  Then  we  would  have  information  not 
now  avaiffible  on  which  to  plan  a future  program  if  the  two  countries 
should  decide  on  a further  j oint  effort-. 

The  cost  of  this  survey  is  expected  to  be  $320,000  and  an  increase 
for  it  is  contained  in  the  budget  request  for  1966. 

Mr.  Langen.  Has  the  Government  of  Mexico  indicated  any  interest 
that  they  have  a desire  to  establish  a barrier  strip  or  accomplish  the 
Same  kind  of  eradication  that  we  have  done  on  this  side  ? 

Dr.  Andersox.  Very  much  so.  But  they  do  not  have  the  same  de- 
degree of  interest  as  exists  in  the  United  States  because  the  problem 
is  not  as  great  there  as  it  is  in  livestock  of  this  country. 

Mr.  Langen.  Are  they  putting  money  in  that  survey  comparable  to 
what  we  are  putting  in  through  AID  ? 

Dr.  Anderson.  They  are  putting  into  it  the  equivalent  of  manpower 
and  the  like  which  would  be  at  least  equal  to  the  cost  that  AID  is 
putting  into  the  preliminary  study. 

Mr.  Langen.  But  no  money  ? 

Dr.  Anderson.  The  AID  money  is  paying  for  salary  and  travel  of 
two  people.  The  Mexicans  would  pay  for  assigning  personnel  and 
provide  vehicles  to  travel  locally  in  working  on  this  project. 

Mr.  Langen.  Are  those  people  Mexicans  that  we  have  hired  ? 

Dr.  Anderson.  They  are  American  nationals.  Both  of  them,  I be- 
lieve, are  former  Department  employees  and  are  experts  in  this  field. 

Mr.  Langen.  That  is  all. 

Mr.  Michel.  Mr.  Chairman,  one  further  question:  You  state  the 
problem  is  not  as  critical  in  Mexico  as  it  is  in  our  country. 

If  it  is  warmer  in  Mexico  and  this  fly  and  the  worm  propagates 
better  in  warm  climate,  why  is  it  not  more  critical  in  Mexico  than  it 
is  in  our  country  ? 

Dr.  Anderson.  There  are  several  explanations.  One,  their  live- 
stock population  is  not  as  dense.  Their  livestock  management  prac- 
tices differ  from  ours.  Except  for  the  large  ranches  found  in  northern 
Mexico,  most  of  the  livestock  in  central  Mexico  are  herded  by  mem- 
l)ers  of  the  family  in  the  community.  The  animals  are  usually  gather- 
ered  in  daily.  If  infestations  occur,  they  would  be  treated  immedi- 
ately ; whereas  in  this  country  it  would  require,  as  Mr.  Morris  men- 
tioned, handling  all  of  the  livestock  at  least  once  a week  during  the 
real  screw-worm  season. 

EXPLORING  POSSIBILITIES  OF  MEXICAN  SGREAV-WORM  ERADICATION 

Mr.  Whitten.  I call  attention  to  the  subcommittee’s  report  of  last 
year.  The  committee  recognized  the  value  of  a buffer  zone  as  pro- 
posed. It  recognized  the  threat  of  reinfestation  from  Mexico  whether 
from  screw-worms,  fruit  flies,  citrus  black  flies,  or  any  similar  insect 
pest.  However,  the  subcommittee  did  not  feel  the  Federal  Govern- 
ment should  provide  the  full  cost  of  supporting  such  a buffer  zone.  It 
recommended,  therefore,  that  the  executive  branch  explore  the  possi- 
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bility  of  establishing  a joint  program  with  Mexico  to  provide  the 
necessary  protection. 

Dr.  Anderson,  indicate  for  the  record  what  direct  effort  have  been 
made  to  persuade  the  Government  of  Mexico  to  join  in  this  program. 
Have  they  refused  to  put  np  money?  Just  what  is  the  score? 

Dr.  Andersox-.  There  is  real  interest  for  maintenance  of  the  barrier 
in  northern  Mexico  among  Mexican  cattlemen  in  that  area  of  the  bar- 
rier zone.  But,  the  present  barrier  provides  no  protection  to  the  cattle- 
men of  the  rest  of  Mexico  below  the  barrier  zone. 

(The  information  is  as  follows :) 

In  accordance  with  the  committee’s  recommendation  on  the  1965  agricultural 
appropriation  bill,  the  Department  has  been  actively  exploring  the  possibilities 
of  establisihng  a joint  screw- worm  eradication  program  with  the  Republic  of 
Mexico. 

As  a result  of  discussions  with  officials  of  the  Agency  for  International  Devel- 
opment, arrangements  have  been  completed  for  a two-man  team  to  go  to  Mexico. 
This  team  is  working  with  Mexican  officials  on  preliminary  arrangements  which 
would  be  necessary  to  any  undertaking  of  a detailed  field  survey  of  the  extent  of 
screw-worm  infestations  in  Mexico,  as  proposed  under  the  1966  budget. 

Officials  of  the  Mexican  Department  of  Agriculture  have  observed  the  present 
barrier  zone  operation,  and  are  impressed  by  the  sterile  fly  technique  of  eradica- 
tion. In  addition,  Mexican  livestock  producers  in  northern  Mexico  are  support- 
ing efforts  directed  toward  a joint  screw-worm  eradication  program  with  the 
United  States.  It  should  be  pointed  out  that  any  proposed  screw-worm  eradica- 
tion program  to  be  conducted  cooperatively  with  the  Republic  of  Mexico  would 
require  a thorough  review  of  existing  legislative  authorities. 

The  following  summarizes  screw-worm  eradication  activities  in  the  United 
States  and  the  detailed  field  survey  in  the  Republic  of  Mexico  under  the  proposed 
increase  of  $320,000  in  the  1966  budget  estimates. 

ACTIVITIES  I^"  THE  UNITED  STATES 

The  screw-worm  fly  (Cochliomyia  liominivorax)  has  been  recogmized  as  a 
damaging  livestock  and  wildlife  pest  of  the  Southwestern  United  States  since 
the  early  1800’s.  Screw-worms  were  able  to  survive  the  winter  in  southern 
Texas  and  moved  north  each  spring,  through  migration  movement  of  infested 
animals  as  far  north  as  the  Dakotas. 

In  1933  cattle  shipped  from  the  drought-stricken  areas  of  the  Soutliwest  to 
the  Southeastern  States  carried  screw-worms  with  them  and  screw-worms  were 
found  for  the  first  time  in  Georgia  that  year.  They  quickly  became  established 
as  a native  population  and  spread  throughout  the  Southeastern  States.  Florida 
was  an  ideal  habitat  where  they  were  able  to  survive  throughout  the  year. 
Each  spring  the  screw-worms  from  the  overwintering  area  in  Florida  spread 
northward  causing  great  damage  to  warmblooded  animals  of  the  States  to  the 
north. 

In  1957,  using  the  sterile  male  technique  developed  through  Department  re- 
search, an  eradication  program  in  the  Southeastern  States  of  Florida,  Georgia, 
South  Carolina.  Alabama,  and  Mississippi  was  initiated.  The  technique  of 
eradication  consisted  of  rearing  millions  of  flies  on  a media  of  animal  flesh  and 
blood  heated  to  body  temperature,  irradiating  them  with  cobalt  60,  and  releasing 
them  by  aircraft  over  areas  where  native  populations  existed.  The  primary 
principle  of  this  technique  of  eradication  is  based  on  the  breeding  of  native 
females  with  laboratory-reared  sterile  males,  resulting  in  sterile  egg  masses  that 
do  not  hatch  ; thus  the  flies  breed  themselves  out  of  existence. 

Screw-worm  eradication  in  the  Southeastern  United  States  was  achieved  in 
1959  with  great  economic  benefits  to  that  region.  Eradication  of  the  screw- 
worm  fly  from  the  Southeastern  United  States  was  greatly  facilitated  bv  the 
fact  that  the  overwintering  area  in  Florida  was  protected  on  three  sides  by 
water  and  on  the  north  by  a climate  which  would  not  allow  native  screw-worms 
to  survive  through  the  winter. 

In  the  Southwestern  United  States,  there  are  no  natural  barriers  as  in  the 
Southeast.  Thus,  Mexico  is  a continuing  source  of  reinfestation.  However,  a 
plan  was  developed  for  eradication  using  a sterile  fly  barrier  zone  along  the 
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Mexico-United  States  border.  Sterile  flies  would  continually  be  released  to  form 
an  artificial  barrier  to  prevent  reinvasion  of  areas  freed  of  self-perpetuating 
native  screw-worm  populations. 

Eradication  operations  were  started  early  in  1962  and  have  been  remarkably 
successful.  Eradication  has  been  achieved  and  the  sterile  fly  barrier  zone  has 
prevented  all  but  a few  gravid  flies  from  penetrating  into  the  United  States 
causing  a few  sporadic  outbreaks.  Each  outbreak  has  been  eliminated  and  the 
program  has  successfully  prevented  any  native  screw-worm  population  from 
becoming  permanently  reestablished. 

SURVEY  IN  MEXICO 

The  prospect  of  a continuing  high  annual  cost  to  maintain  New  Mexico,  Texas 
and  States  to  the  north  and  east  free  from  screw-worms,  makes  it  essential  to 
find  means  of  reducing  the  cost  and  at  the  same  time  prevent  the  introduction 
of  screw-worms  into  the  United  States.  It  has  been  estimated  that  as  much 
as  $6  million  annually  might  be  required  to  maintain  the  presently  constituted 
artificial  barrier  zone  of  sterile  screw-worm  flies  necessary  to  prevent  screw- 
worms  migrating  from  Mexico  from  becoming  permanently  reestablished  in  the 
area. 

If  annual  costs  of  the  barrier  are  to  be  reduced  substantially,  it  appears  that 
the  greatest  opportunity  lies  in  the  eradication  of  screw-worms  within  the 
Republic  of  Mexico  to  point  where  a barrier  zone  of  much  smaller  proportions  is 
possible  and  more  economically  feasible  to  maintain  than  the  present  barrier 
along  the  Mexico-United  States  border  protecting  Texas,  New  Mexico,  and  States 
north  and  east.  An  extensive  field  survey  of  the  situation  is  needed  throughout 
the  Republic  of  Mexico  south  of  the  existing  artificial  barrier  zone  as  far  as  the 
Mexican-Guatemala  border  to  determine  the  problem. 

This  survey  would  be  designed  to  obtain  information  not  presently  available 
relating  to  {a)  areas  in  Mexico  favorable  to  screw-worm  breeding;  (6)  natural 
population  densities  during  different  seasons  of  the  year;  (c)  favorable  resting 
areas  and  dispersal  patterns  ; {d)  varying  husbandry  practices  in  different  areas 
of  Mexico  ; and  (c)  economic  losses  in  Mexico. 

When  considering  extension  of  screw-worm  eradication  activities  into  Mexico, 
consideration  must  also  be  given  to  eradication  in  the  States  of  Arizona  and 
California.  These  are  the  only  areas  of  recurring  infestation  remaining  in  the 
continental  United  States  and  represent  a constant  threat  of  reinfesting  screw- 
worm-freed  States  which  now  require  a line  of  inspection  stations  along  the 
Arizona-New  Mexico  State  line  to  prevent  interstate  movement  of  screw-worm 
infested  livestock. 

Mr.  Whitten.  What  percentage  of  those  cattlemen  would  be  Amer- 
ican cattlemen  operating  from  within  Mexico  ? 

Dr.  Anderson.  I do  not  have  that  figure,  Mr.  Chairman.  It  would 
be  pretty  hard  to  arrive  at  it.  We  do  know  that  a number  of  Amer- 
ican cattlemen  operate  on  both  sides. 

Mr.  Whitten.  Under  the  present  arrangement  for  importing  beef, 
would  the  U.S.  meat  surplus  situation  be  adversely  affected  if  we  were 
a party  to  improving  the  Mexican  production  of  beef  as  a result  of  the 
screw- worm  program  ? 

Dr.  Anderson.  We  do  not  believe  this  would  add  materially  to  the 
beef  production  of  northern  Mexico. 

Mr.  Whitten.  In  asking  these  questions  I am  taking  no  position 
on  this  matter.  We  will  need  this  information  for  questions  people 
may  bring  to  our  attention  later  on. 

Now,  you  produce  these  screw- worm  flies  and  through  a process  of 
irradiation  sterilize  them.  As  a result,  when  the  sterile  flies  are 
turned  loose  they  cannot  breed  a new  generation.  By  this  process  the 
screw- worm  is  ultimately  eliminated. 

For  a long  time  we  have  had  the  same  kind  of  problem  with  fruit 
flies,  citrus  black  flies  and  others.  Have  you  explored  the  possibility 
of  controlling  these  pests  through  the  same  sterilization  teclmique? 
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And  if  so,  have  you  explored  the  possibility  of  maintaining  a buffer 
zone  against  these  other  pests  ? 

Dr.  Anderson.  Yes,  sir;  we  have  explored  it,  particularly  with  the 
Mexican  fruit  fly,  there  lias  been  a constant  threat  along  the  Cali- 
fornia and  Mexican  border.  In  the  past,  we  have  dealt  with  it  by 
applying  pesticides.  This  required  treatments  even  in  the  yards  and 
patios  of  the  people  on  both  sides  of  the  border.  Understandably, 
that  phase  of  the  program  has  been  very  unpopular.  Last  year,  we 
carried  on  a pilot  project  to  evaluate  whether  or  not  the  sterilization 
technique  would  be  effective  in  preventing  infestations  of  Mexican 
fruit  fly  into  California.  It  proved  very  successful  and  this  year, 
we  hope  to  continue  that  program  without  the  use  of  any  pesticides. 
It  is  very  popular.  At  the  present  time,  the  Mexican  fruit  flies  are 
produced  and  sterilized  in  a research  laboratory  in  Mexico  City  and 
transferred  by  plane  to  the  release  area.  We  expect  to  move  this 
small  laboratory,  as  compared  with  the  screw-worm,  up  into  the 
vicinity  of  Monterey. 

Mr.  Whitten.  Thank  you,  sir. 

Any  other  questions  on  these  items?  If  not,  we  will  turn  to  the 
other  items. 

METABOLISM  AND  RADIATION  LABORATORY,  FARGO,  N.  DAK. 

Dr.  Irving.  I have  one  small  item  that  I would  like  to  call  the  com- 
mittee’s attention  to  for  their  consideration  in  connection  with  this 
supplemental. 

Mr.  Whitten.  Yes,  sir. 

Dr.  Irving.  This  has  not  come  before  you  through  the  Bureau  of 
the  Budget  channels,  but  we  have  their  approval  to  present  it  for  your 
consideration.  It  is  a request  for  additional  appropriation  language 
which  would  provide  authorization  for  us  to  spend  $220,000  at  the 
new  U.S.  Metabolism  and  Eadiation  Kesearch  Laboratory  at  Fargo, 
]Sr.  Dak.,  for  the  purpose  of  completing  the  temperature  and  humidity 
control  in  this  research  facility.  This  building,  which  lias  been 
recently  occupied,  was  partially  air  conditioned  in  certain  wings  where 
we  felt  there  was  an  imperative  need  at  the  time  the  building  plans 
were  drawn  and  the  building  constructed.  We  were  assured  and 
we  were  a party  to  feeling  that  the  building  would  not  be  air  con- 
ditioned but  that  the  normal  ventilation  provided  in  the  building 
would  be  sufficient.  We  are  therefore  requesting  authorization  to 
spend  $220,000  out  of  funds  already  available  for  AES  salaries  and 
expenses  to  complete  the  air  conditioning  and  humidity  control  in  the 
research  facility  at  Fargo. 

Mr.  Whitten.  For  the  record,  Mr.  Natcher,  Mr.  Michel,  and  I are 
familiar  with  this  particular  research  facility  since  it  was  an  item  dis- 
cussed in  our  conference  with  the  Senate  on  the  recent  supplemental 
for  the  Commodity  Credit  Corporation.  If  I recall  correctly,  the  re- 
search work  at  this  facility  depends  upon  controlled  temperature. 
You  are  not  asking  for  the  air  conditioning  simply  as  a convenience. 
Am  I right  ? 
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Dr.  Irving.  Yes,  sir. 

Mr.  Whitten.  Your  present  arrangement  interferes  with  getting 
the  maximum  benefit  from  your  research  work  ? 

Dr.  Irving.  That  is  correct. 

Mr.  Whitten.  We  shall  turn  now  to  the  remaining  items. 
Agricultural  Stabilization  and  Conservation  Service 

WITNESSES 

HORACE  D.  GODFREY,  ADMINISTRATOR 

tom;  0.  m;urphy,  director,  sugar  policy  staff 

JOHN  B.  VANCE,  DIRECTOR,  CONSERVATION  AND  LAND  USE  DIVI- 
SION 

ANDREW  J.  NEMSHICK,  DIRECTOR,  BUDGET  DIVISION 
CHARLES  L.  GRANT,  BUDGET  OFFICER,  DEPARTMENT  OF  AGRI- 
CULTURE 

Sugar  Act  and  Emergency  Conservation  Measures 

Mr.  M^hitten.  We  turn  now  to  the  item  of  $6  million  for  the  sugar 
program  and  $10  million  for  emergency  conservation  measures.  The 
appropriate  parts  of  the  justification  and  House  Document  80  will  be 
inserted  in  the  record. 

(The  material  referred  to  follows :) 

Proposed  Supplemental  Appropriations 

Agricultural  Stabilization  and  Conservation  Service 

SUGAR  ACT  PROGRAM 

For  an  additional  amount  for  “Sugar  Act  program”,  $6,000,000,  to 
remain  available  until  June  30, 1966. 

This  proposed  supplemental  appropriation  is  requested  to  provide  for  additional 
payments  to  sugar  producers  which  now  appear  to  be  necessary  because  sugar 
production  is  expected  to  be  substantially  in  excess  of  the  previous  forecast. 

EMERGENCY  CONSERVATION  MEASURES 

For  an  additional  amount  for  “Emergency  conservation  measures”, 
to  be  used  for  the  same  purposes  and  subject  to  the  same  conditions  as 
funds  appropriated  under  this  head  in  the  Third  Supplemental  Appro- 
priation Act,  1957,  to  remain  available  until  expended,  $10,000,000,  with 
which  shall  be  merged  the  unexpended  balances  of  funds  heretofore 
appropriated  for  “Emergency  conservation  measures”. 

This  proposed  supplemental  appropriation  is  to  provide  additional  funds  neces- 
sary to  carry  out  emergency  conservation  measures  to  repair  farm  and  range  lands 
damaged  by  flood  and  other  natural  disasters,  and  for  the  payment  of  necessary 
administrative  expenses.  There  is  an  urgent  need  for  assistance  to  farmers, 
because  of  recent  flood  damage  to  agricultural  land  in  California,  Idaho,  Nevada, 
Oregon,  and  Washington. 

Sugar  Act  Program 
(H.  Doc.  80) 


Appropriations  to  date $90,  000,  000 

Obligations  to  Dec.  31,  1964 90,  000,  000 

Expenditures  to  Dec.  31,  1964 36,  631,  982 

Budget  estimate  next  fiscal  year 95,  000,  000 

Request  (beginning  May  1965) 6,000,000 
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PROPOSED  LANGUAGE 

“For  an  additional  amount  for  ‘Sugar  Act  Program’,  $6,000,000,  to  remain 
available  until  June  30, 1966.” 

EXPLANATION  OF  LANGUAGE 

The  proposed  language  would  appropriate  an  additional  $6  million  for  fiscal 
year  1965  for  conditional  payments  due  producers  under  the  Sugar  Act  program. 

PURPOSE  AND  NEED  FOR  SUPPLEMENTAL  FUNDS 

Under  provisions  of  the  Sugar  Act  of  1948,  as  amended,  payments  are  required 
to  be  made  to  sugar  producers  who  comply  with  certain  requirements,  such  as 
nonemployment  of  child  labor  and  payment  of  fair  and  reasonable  wages.  The 
proposed  supplemental  appropriation  would  provide  additional  funds  to  meet  a 
substantial  part  of  the  payment  requirements  on  the  1964  crop  which  are  manda- 
tory to  those  producers  who  comply  with  requirements  of  the  act  and  are  eligible 
for  such  payments  before  June  30, 1965. 

From  fiscal  year  1938  through  fiscal  year  1964  total  tax  collections  exceed 
total  obligations  under  this  program  by  nearly  $542  million. 


Justification  for  supplemental  estimate,  fiscal  year  1965 


Appropria- 

Supple- 

Project 

tion  to  date, 
1965 

mental 

estimate, 

1965 

Total,  1965 

Sugar  Act  program:  Payments  to  sugar  producers 

$90, 000,  000 

$6,  000, 000 

$96,  000,  000 

The  proposed  supplemental  estimate  would  provide  an  additional  $6  million 
for  fiscal  year  1965  for  making  conditional  payments  to  sugar  producers.  These 
additional  funds  will  cover  a substantial  part  of  the  payment  requirements  on  the 

1964  crop  which  are  mandatory  to  those  producers  who  comply  with  require- 
ments of  the  act  and  are  eligible  for  such  payments  before  June  30,  1965.  At  the 
time  the  budget  estimate  was  submitted,  it  was  stated  that  consideration  might 
need  to  be  given  to  a supplemental  estimate  for  1965  if  later  production  esti- 
mates confirmed  the  forecasts  of  production  available  at  that  time.  Production 
estimates  have  changed  since  the  submission  of  the  1965  budget  estimate  and 
current  forecasts  indicate  a total  increase  in  the  1964  crop  production  of  approxi- 
mately 144,000  short  tons. 

It  has  been  necessary  to  use  more  1965  fiscal  year  funds  than  estimated  to 
complete  payments  on  the  1963  crop,  and  it  is  estimated  that  the  balance  of  the 

1965  appropriation  of  $90  million  available  to  cover  1964  crop  payments  will  be 
exhausted  early  in  the  fourth  quarter.  Under  the  Sugar  Act  of  1948,  as  amended, 
payments  are  made  to  domestic  producers  of  beets  and  cane  for  compliance  with 
specified  conditions  of  employment,  production,  and  price. 

There  are  attached  tables  refiecting  changes  in  production  and  payment  re- 
quirements for  the  1963  and  1964  crops.  Also  attached  is  table  showing  the 
financing  of  payments  to  producers,  based  on  a total  1965  appropriation  of  $96 
million,  including  the  $6  million  supplemental. 

From  fiscal  year  1938  through  fiscal  year  1964  tax  collections  totaled  $2,181,- 
847,501,  exceeding  total  obligations  under  this  program  by  nearly  $542  million. 
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1963  Crop 


Fund  requirements  in  1965  budget  compared  with  current  estimate 


1963  crop  in  1965  budget 

1963  crop,  current  estimate 

To  be  paid 
from  fiscal 
year  1964 
appropri- 
ation 

To  be  paid 
from  fiscal 
year  1965 
appropri- 
ation 

Total  pay- 
ments 

To  be  paid 
from  fiscal 
year  1964 
appropri- 
ation 

To  be  paid 
from  fiscal 
year  1965 
appropri- 
ation 

Total  pay- 
ments 

Continental  beet 

$48, 575, 737 

$2, 196, 063 

$50, 771,800 
15, 038, 825 
10, 136, 500 
10, 455, 438 
193, 500 

$45, 811, 849 
13, 159, 002 
10,  019, 170 
8, 815, 629 
194, 350 

$6, 334, 879 
2, 027, 442 

$52, 146, 728 
15, 186, 444 
10,  019, 170 
8, 815, 629 
194,350 

Continental  cane 

15,  038, 825 
10, 136,  500 
10, 455, 438 
193,  500 

Hawaii  

Puerto  Rico  (1962-63  crop) 

Virgin  Islands 

Subtotal 

84,400,000 

2, 196, 063 

86, 596,  063 
-2, 196, 063 

78, 000, 000 

8,362,321 

86,362,321 

-8,362,321 

Deferred  payments 

Estimated  payment 
requirements  from 
1964  appropriation 

84,400,  000 
78, 000,  000 

, o 

78,  000, 000 
78, 000, 000 

Apprnprint.inn  . . 

Requirements  in  excess 

npprnprin  tinn 

—6, 400, 000 

1 

Current  figures  are  substantially  the  same  as  estimated  in  the  1965  budget. 


1964  Crop 

Fund  requirements  in  1965  budget  compared  with  current  estimate 
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Sugar  'program  financial  requirements 


1964  appro- 
priation 
124/53305 

1965  appro- 
priation 
125/63305 

1966  appro- 
priation 
126/73305 

Payments 
deferred 
until  sub- 
sequent 
appropria- 
tion 

Total 

1962  sugar  program  (payments  to  pro- 
ducers) (deferred) : Puerto  Rico  (1962-63) . 

1963  sugar  program  (payments  to  pro- 
ducers) : 

Continental  sugarbeet  area 

$8, 815, 629 

$8, 815, 629 

45, 811,  849 
13, 159, 002 
10, 019, 170 

$6, 334, 879 
2, 027, 442 

52, 146, 728 
15, 186, 444 
10, 019, 170 
13,  500, 000 
194, 350 

Hawaii-. ..  

Puerto  Rico  (1963-64) 

13, 500,  000 

Virgin  Islands 

194,  350 

Total,  1963  program  payments 

1964  sugar  program  (payments  to  pro- 
ducers) ; 

Continental  sugarbeet  area.  __ 

69, 184, 371 

21, 862, 321 

91, 046, 692 

49, 948, 934 
13, 361, 200 
10,  630,  000 

$3,  562, 316 
2, 000,  000 

53,  511, 250 
15, 361, 200 
10, 630,  000 
12,  943,  750 
197,  545 

Continental  sugarcane  area 

Hawaii . 

Puerto  Rico  (1964-65)—  

12,  943,  750 

Virgin  Islands  

197,  545 

Total,  1964  program  payments.. 

74, 137, 679 

18,  506,  066 

92,  643,745 

1965  sugar  program  (payments  to  pro- 
ducers:) 

Continental  sugarbeet  area  . 

50,  540, 284 
15,  361,  200 
10,  465,  000 

$1, 324, 466 

51, 864,  750 
15,  361, 200 
10, 465, 000 
14, 306, 250 
127, 450 

Continental  sugarcane  area 

Hawaii 

Puerto  Rico  (1965-66) 

14, 306, 250 

Virgin  Islands.  

127, 450 

Total,  1965  program  payments 

76, 493,  934 

15,  630,  716 

92,124,650 

Total  conditional  payments  to  pro- 
ducers 

78,  000,000 

96,  000, 000 

95,  000,  000 

Total,  appropriation  or  estimate 

78, 000, 000 

196, 000,  000 

95, 000,  000 

1 Includes  proposed  1965  supplemental  of  $6,000,000, 


Emergency  Conservation  Measures 


Appropriation  to  date $4,  000,  000 

Obligations  to  Dec.  31,  1964 4,  000,  000 

Expenditures  to  Dec.  31, 1964 3,  994,  365 

Budget  estimate  next  fiscal  year 4,  000,  000 

Request  (from  Feb,  1,  1965,  until  expended) 10,000,000 


PROPOSED  LANGUAGE 

“For  an  additional  amount  for  ‘Emergency  conservation  measures’,  to  be  used 
for  the  same  purposes  and  subject  to  the  same  conditions  as  funds  appropriated 
under  this  head  in  the  Third  Supplemental  Appropriation  Act,  1957,  to  remain 
available  until  expended,  $10,000,000,  with  which  shall  be  merged  the  unexpended 
balances  of  funds  heretofore  appropriated  for  ‘Emergency  conservation  meas- 
ures’,” 

EXPLANATION  OF  LANGUAGE 

The  proposed  language  would  appropriate  an  additional  $10  million  to  provide 
emergency  cost-sharing  assistance  to  farmers  to  rehabilitate  farmlands  dam- 
aged by  recent  floods  or  other  natural  disasters. 
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PURPOSE  AND  NEED  FOR  SUPPLEMENTAL  FUNDS 

These  funds  are  needed  for  carrying  out  approved  emergency  conservation 
measures  to  repair  excessive  damage  to  farmland  caused  by  floods  and  other 
natural  disasters  in  counties  designated  by  the  Secretary  of  Agriculture  as 
disaster  counties  eligible  to  receive  emergency  conservation  assistance.  There 
are  no  uncommitted  funds  currently  available  to  provide  cost-sharing  assist- 
ance now  needed  for  emergency  conservation  work  on  farmland  damaged  by 
flooding.  It  has  been  necessary  to  temporarily  divert  some  funds  from  selected 
areas  affected  by  other  natural  disasters  to  areas  which  have  sustained  flood 
damage  and  are  in  a position  to  proceed  immediately  with  restoration  measures. 


Justification  for  supplemental  estimate,  fiscal  year  1965,  for  emergency  conservation 

measures 


Appropria- 

Supplemental 

Project 

tion  to  date, 

estimate. 

Total,  1965 

1965 

1965 

Emergency  cost-sharing  assistance  to  farmers  and  ranchers 

$4, 000, 000 

$10, 000, 000 

$14,  000,  000 

The  supplemental  estimate  would  provide  additional  funds  so  that  the  De- 
partment would  be  in  position  to  authorize  cost-sharing  assistance  to  farmers 
for  can*ying  out  approved  emergency  conservation  measures  to  repair  excessive 
damage  to  farmland  caused  by  recent  floods  and  other  natural  disasters.  Such 
assistance  would  be  provided  only  in  those  counties  designated  by  the  Secretary  of 
Agriculture  under  the  criteria  set  forth  in  Public  Law  85-58  as  disaster  coimties 
eligible  to  receive  emergency  conservation  assistance.  The  immediate  need  is 
to  provide  assistance  for  emergency  conservation  work  on  flood  damaged  farm- 
lands and  conservation  structures. 

The  ACP  emergency  conservation  assistance  has  provided  urgently  needed 
assistance  to  farmers  each  year  since  1952 — the  first  year  this  emergency  type 
of  assistance  was  authorized  by  the  Congress.  Under  the  regular  agricultural 
conservation  program,  the  Federal  Government  shares  the  cost  of  needed  con- 
servation practices  to  assure,  in  the  public  interest,  the  protection  and  conserva- 
tion of  agricultural  soil,  water,  woodland,  and  wildlife  resources.  The  need  for 
this  work  is  in  excess  of  the  amount  of  funds  available.  When  natural  disasters 
create  new  conservation  problems,  the  concentration  of  damage  in  an  area  is 
generally  so  great  that  regular  program  distribution  is  not  adequate  to  meet 
emergency  needs.  In  most  instances,  the  authorizations  under  the  regular  agri- 
cultural conservation  program  are  already  committed  to  farmers  when  the  dis- 
asters occur. 

In  December  1964,  heavy  rains  occurred  in  the  States  of  California,  Idaho, 
Nevada,  Oregon,  and  Washington.  The  heavy  rains  in  combination  with  high 
temperatures,  melting  snow  cover,  and  existing  poor  soil  conditions,  resulted 
in  severe  flooding  throughout  the  area  leaving  farmland  in  critical  condition  and 
unfit  for  agricultural  purposes.  In  flood  disaster  areas,  farmlands  sustain 
severe  gully  erosion,  silting  of  drainage  systems  and  reservoirs,  and  damage  to 
farm  ponds,  waterways,  terraces,  and  diversions.  Cost-sharing  assistance  vdll 
be  needed  for  such  restoration  measures  as  removing  debris,  smoothing  gullies, 
and  field  washouts,  restoring  ponds,  levees,  sod  waterways,  drainage  and  irriga- 
tion ditches,  and  stabilizing  streambanks. 

There  are  no  uncommitted  funds  currently  available  to  provide  cost-sharing 
assistance  now  needed  for  emergency  conservation  work  on  farmland  damaged 
by  flooding.  It  has  been  necessary  to  temporarily  divert  some  funds  from  selected 
areas  affected  by  other  natural  disasters  to  areas  which  have  sustained  flood 
damage  and  are  in  a position  to  proceed  immediately  with  restoration  measures. 
It  is  estimated  that  an  additional  $10  million  of  emergency  cost-sharing  assistance 
will  be  required  to  correct  the  more  critical  conservation  problems  which  farmers 
will  undertake  if  this  assistance  is  provided. 
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Estimated  requirements  for  emergency  cost-sharing  assistance — flood 


State 

Number  of 
counties 

Amount 

requested 

Amount 
allocated 
as  of 

Jan.  29,  1965 

Funds 

needed 

California 

9 

$1, 810, 000 

350. 000 

138. 000 
8, 100,  700 

897. 000 

$375, 000 
100, 000 
50, 000 

500. 000 

150. 000 

$1, 435, 000 
250,  000 
88, 000 
7,  600,  700 
747,  000 

Idaho  

15 

Nevada 

4 

Oregon..  

33 

Washington ...  

11 

Total 

72 

11, 295, 700 

1, 175, 000 

10, 120,  700 

Status  of  available  funds  and  proposed  used  of  supplemental 
Total  amount  appropriated  by  Public  Laws  Nos.  85-58,  85-170,  87- 


332,  88-317,  and  88-573 $37,  000,  000 

Deduct  reimbursement  to  President’s  disaster  relief  fund —930,  800 


Balance  available  for  allocation  to  States  for  emergency  cost-sharing 

assistance 36,  069,  200' 

Expenditures  for  1957  program  (flood) —1,038,777 

Expenditures  for  1958  program  (flood  and  wind  erosion) —4,  019,  377 

Expenditures  for  1959  program  (flood) —1,114,026 

Expenditures  for  1960  program  (flood  and  tornado) —292,615 

Expenditures  for  1961  program  (flood  and  drought) —8,788,880 

Expenditures  for  1962  program  (flood  and  tornado) —2,075,811 

Allocation  for  1963  program  as  of  February  8,  1965  (flood,  wind- 
storm, earthquake,  drought) —4,480,996 

Allocation  for  1964  program  as  of  February  8,  1965  (flood,  drought, 

earthquake,  windstorm) —7,  454,  453 

Allocation  for  1965  program  as  of  February  8,  1965  (Are,  flood, 
windstorm ) —6,  788,  000 


Amount  currently  available  for  allocation 16,  265 

Current  estimated  additional  requirements 10, 120,  700 

Anticipated  supplemental 10,  000,  000 


Mr.  Whitten.  We  are  glad  to  have  you  and  your  associates  here, 
Mr.  Godfrey. 

I mentioned  earlier  that  under  the  Sugar  Act  payments  to  sugar 
producers  are  offset  by  funds  received  from  a processing  tax  on  sugar 
paid  into  the  Treasury.  Prior  decision  of  the  courts  have  made  it 
necessary  to  do  it  this  way  rather  than  being  paid  directly  to  the  pro- 
ducer. Each  year  the  Congress  estimates  the  amounts  of  payments 
that  will  be  due  from  the  amounts  which  have  been  collected  from  the 
processing  tax.  Frequently,  the  amount  is  underestimated  by  the 
Congress,  if  not  by  the  Department.  You  might  explain  the  neces- 
sity of  the  additional  $6  million,  Mr.  Godfrey. 

Geneilvl  STx\TEMENT 

Mr.  Godekey.  All  right,  sir,  I have  a prepared  statement  and  I will 
just  start  off  with  it.  , 

Mr.  Whitten.  You  might  follow  that  course.  ; 

Mr.  Godfrey.  All  right.  : 

Mr.  Chairman,  I am  here  today  to  discuss  the  supplemental  esti- 
mate  for  the  Sugar  Act  program,  emergency  conservation  measures,  i 
and  pay  costs. 
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SUGAR  ACT  PROGRAM 

First  I will  discuss  the  Sugar  Act  progTam  estimate  of  $6  million. 
As  you  are  aware,  total  tax  collections  under  this  program  from  fiscal 
year  1938  through  fiscal  year  1964  exceeded  total  obligations  by  more 
than  $500  million. 

The  supplemental  estimate  would  provide  funds  for  making  addi- 
tional mandatory  payments  on  the  1964  crop. 

At  the  time  the  budget  estimate  for  fiscal  year  1966  was  submitted, 
it  was  mdicated  that  it  would  be  necessary  to  propose  a supplemental 
appropriation  request  for  fiscal  year  1965. 

Current  crop  production  forecasts  indicate  a total  increase  of  ap- 
proximately 144,000  short  tons  in  the  1964  crop. 

The  Congress  disallowed  a 1964  supplemental  request  of  $6.4  million 
for  payments  on  the  1963  crop,  but  increased  the  1965  estimate  by  $2.5 
million  to  provide  for  some  additional  payments.  The  current  appro- 
priation has  been  required  to  finance  deferred  payments  on  the  1963 
crop  totaling  approximately  $8.4  million,  or  about  $6.2  million  more 
than  estimated  in  the  1965  budget. 

It  is  estimated  that  all  of  the  1965  appropriation  will  be  expended 
through  April,  and  unless  the  $6  million  is  provided,  payments  to  some 
eligible  producers  in  California,  Florida,  and  Louisiana  will  have  to 
be  deferred  to  1966,  thereby  causing  undue  hardslhps. 

EMERGENCY  CONSERVATION  MEASURES 

Fow,  for  the  emergency  conservation  measures  estimate  of  $10 
million.  The  recent  severe  damage  caused  by  flooding  in  the  States  of 
California,  Idaho,  Nevada,  Oregon,  and  Washington  has  made  it  neces- 
sary to  request  additional  funds. 

Beginning  in  1957,  under  the  criteria  stated  in  Public  Law  85-58, 
the  Congress  has  provided  special  funds  for  sharing  the  cost  of  emer- 
gency conservation  measures  needed  to  deal  with  cases  of  severe  damage 
to  farmlands  by  natural  disasters  such  as  floods,  storms,  and  intense 
drought.  Fimds  are  allocated  for  use  in  counties  designated  by  the 
Secretar}^  upon  a finding  that  a natural  disaster  has  occurred  and  as 
a result  new  conservation  problems  have  been  created  which  (1)  if 
not  treated  will  impair  or  endanger  the  land,  (2)  materially  affect 
the  productive  capacity  of  the  land,  (3)  represent  damage  which  is 
unusual  in  character  and,  except  for  wind  erosion,  is  not  the  type  which 
would  recur  frequently  in  the  same  area,  and  (4)  will  be  so  costly  to 
rehabilitate  that  F ederal  assistance  is  or  will  be  required  to  return  the 
land  to  productive  agricultural  use. 

Until  this  fiscal  year  such  emergency  funds  had  not  been  included 
in  the  regular  budget  submission  since  it  is  impossible  to  forecast 
disasters  and  it  is  difficult  to  estimate  probable  needs  for  emergencies 
in  advance  of  their  occurrence. 

However,  in  acting  on  a supplemental  request  for  the  fiscal  year 
1964,  the  Senate  committee  recommended  that  estimates  for  appro- 
priations for  this  item  be  made  a part  of  the  regular  submission. 
Accordmgly,  our  1965  budget  did  provide  $4  million  for  emergency 
conservation  measures  authorized  under  this  head.  Practically  all 
funds  available,  including  balances  of  prior  program  allocations  not 
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earned  by  December  31,  1964,  have  been  allocated.  These  allocations 
were  for  1965  emergency  conservation  programs  to  deal  with  new 
conservation  problems  due  to  damage  by  fire,  flood,  and  wind  erosion 
and  for  extensions  of  1964  programs  for  correcting  problems  caused 
by  drought,  floods,  and  earthquake.  Allocations  for  1965  programs 
to  correct  flood  damage  include  funds  temporarily  diverted  from  some 
of  these  latter  programs  to  deal  with  the  more  urgent  flood  damage 
in  the  five  States  previously  identified.  Heavy  rains  in  these  States 
left  farmland  in  critical  condition  and  unfit  for  agricultural  purposes. 
In  flood-disaster  areas,  farmland  sustains  severe  gully  erosion,  silting 
of  drainage  systems  and  reservoirs,  and  damage  to  farm  ponds,  water- 
ways, and  terraces.  Cost-sharing  assistance  will  be  required  for  such 
restoration  measures  as  removing  debris,  smoothing  gullies,  and  re- 
storing ponds,  drainage  and  irrigation  ditches,  as  well  as  stabilizing 
streambanks. 

The  funds  requested  are  in  addition  to  regular  appropriations  for 
the  argicultural  conservation  program.  As  in  the  past,  it  is  proposed 
that  emergency  funds  be  used  to  supplement  the  regular  ACP  funds — 
a substantial  portion  of  which  is  already  committed  to  farmers — ^to 
deal  with  these  additional  intense  conservation  problems  arising  from 
unforeseeable  natural  disasters. 


PAY  ACT  SUPPPEMENTAI. 

The  final  item  in  our  supplemental  request  is  for  increased  pay 
and  related  costs.  The  total  pay  increase  costs  are  estimated  to  be 
about  $6.4  million.  Our  supplemental  request  is  for  $4.7  million. 
This  is  composed  of  a direct  appropriation  of  $2,950,000  under  ex- 
penses, ASCS  and  an  increase  of  $1,756,100  required  in  authorized 
transfers  from  the  Commodity  Credit  Corporation.  The  balance, 
or  26  percent  of  the  costs,  is  being  taken  care  of  within  currently 
available  funds. 

Absorption  of  additional  pay  increase  costs  is  not  feasible  due  to 
the  fact  that  the  1965  ap]:>ropriation  provided  $8,960,000  less  than 
requested  to  carry  out  the  workload. 

Thank  you,  Mr.  Chairman.  My  associates  and  I will  be  glad  to 
answer  anj^  questions  you  may  have. 

Mr.  Whitten.  Mr.  Godfrey,  thank  you.  I will  not  personally  ask 
any  questions  regarding  the  Sugar  Act. 

E^iergency  Conservation  Measures 

With  regard  to  the  funds  for  emergency  conservation  measures, 
some  years  ago  at  the  request  of  the  then  chairman  of  this  subcom- 
mittee, I served  on  a special  committee  during  one  of  the  major  floods 
in  the  country.  At  that  time  the  President  recommended  that  each 
farmer  sustaining  damage  to  his  property  be  compensated  by  direct 
payments  up  to  $40,000.  After  conducting  hearings,  the  House  sub- 
committee concluded  that  this  help,  thougli  badly  needed,  should  be 
provided  through  the  regular  programs  of  the  Department.  I think 
subsequent  events  have  proven  that  to  be  the  correct  course  of  action. 

For  the  record,  would  you  list  at  this  point  the  areas  which  have 
received  these  funds  for  emergency  conservation  measures  in  the  past, 
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and  state  the  rate  of  local  contribution  toward  financing  these 
measures. 

Mr.  Godfret.  All  right. 

(The  information  referred  to  follows :) 


Emergency  conservation  measures,  1957-63 


FLOOD 


State  or  territory 

1957 

1958 

1959 

1960 

1961 

1962 

1963 

Total, 

1957-63 

$205, 000 

$205, 000 
330, 770 

59. 000 
28,087 

43. 000 
5,921 

402,  608 
271,865 
43,371 
1,788,536 
139, 454 
10, 330 
7,024 
1,804,740 
38, 039 
232, 567 
65,850 

48. 000 
420, 581 
950, 275 

43, 951 
12, 649 

42. 000 
3, 743, 438 

57, 519 
48, 848 
219, 087 

$36, 862 

$206, 701 

$87, 207 

California  . . 

59,000 

Delaware.- 

$28, 087 

Georgia . .. 

43, 000 

Hawaii  . . 

5,921 

Idaho 

402, 608 

Indiana  

51,224 
4,136 
33,343 
6,893 
10, 330 

181,877 
13,441 
464, 728 
116, 365 

$28, 116 
14,880 

$10, 648 
10, 914 

Xansas 

Kentucky 

494, 304 

546, 161 
16, 196 

250, 000 

Louisiana 

Minnesota . .. 

Mississippi 

7,024 

Missouri  

304, 169 

844, 936 

515, 971 

139,  664 

Nebraska 

38, 039 
47,  072 
65, 850 

Nevada .. 

185,  495 

New  Jersey 

New  Mexico . 

48, 000 
143, 109 
126, 348 

Oklahoma.  ..  . . 

227, 289 
188,376 

50, 183 

Oregon..  ..... 

247, 962 
43,  951 

62, 191 

325, 398 

Puerto  Rico 

South  Dakota. 

6,  374 

6, 275 

Tennessee..  

42, 000 

Texas  

23, 350 

1,851,326 

575,  780 

74, 832 

500, 198 

717, 952 
57, 519 

Utah 

Washington . 

40, 848 

8, 000 
197,513 

Wyoming 

21,574 

Total 

885, 972 

3,996,831 

1,175, 595 

292, 615 

1,386, 567 

2,  009, 524 

1,315,406 

11,062,510 

WIND  EROSION,  DROUGHT,  AND  OTHER  DISASTERS 


Alaska 

1 

$30,  000 

$61, 584 

$91, 584 
12, 486 
1,703, 456 
343, 744 
16, 53&' 
3,  617, 479 
2,  951,  919 
398,426 
1,332, 655 
230, 000 
268, 517 

Arizona 

$12,  486 
1,  703, 456 
343,  744 
9,  039 
3, 617, 479 
123,  042 
398, 426 
1,  075, 884 

Idaho 

Montana.  

Nevada  

$7,  500 

North  Dakota 

Oregon 

South  Dakota.. 

$156, 000 

1, 558 

2,  671, 319 

Utah 

256, 771 
230, 000 

Washington 

Wyoming 

268,  517 

Total-... 

156,  000 

31, 558 

7, 552,  073 

61,  584 

3, 165,  590 

10, 966,805 

Summary  total. 

1,  041, 972 

4,  028, 389 

$1,175,595 

$292, 615 

8,938,  640 

2,  071, 108 

4,  480,  996 

22,  029, 315 

Note.— Contributions  by  farmers  to  the  cost  of  carrying  out  emergency  conservation  measures  to- 
correct  damage  caused  by  natural  disasters  vary  according  to  the  extent  and  severity  of  the  resulting  damage, 
economic  losses  suffered  by  the  affected  farmers  and  their  ability  to  finance  the  cost  of  needed  restoration 
work.  Their  contributions  range  from  20  to  50  percent  of  the  cost  of  performing  approved  restoration 
measures.  Under  the  eligibility  criteria  of  Pubhc  Law  85-58,  measures  required  to  restore  or  repair  farm 
buildings,  roads,  bridges,  et  cetera,  are  not  eligible  for  cost-share  assistance.  Accordingly,  farmers  must 
bear  the  entire  cost  of  these  measures. 
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Summary  of  1964  emergency  'program  {designations  and  allocations),  Feh.  28,  1965 


State 

Counties 

designated 

Amount 

allocation 

State 

Counties 

designated 

Amount 

allocation 

Drought: 

1.  Alabama 

40 

$385, 000 
90, 837 
447, 603 
380, 154 

780. 000 
390,  000 

132. 000 
158, 400 

8, 000 
570,615 
431, 970 
360,272 

Flood: 

1.  Arizona.. _ 

1 

$38, 797 
72, 100 
34, 500 

585. 000 
595,466 
801, 130 

500. 000 
20, 103 

300. 000 
22, 137 

7,325 
8,  500 
3,332 
60,973 

2.  Arizona 

3 

2.  Florida 

5 

3.  Arkansas 

32 

3.  Cenrgin,- 

5 

4.  Kentucky 

34 

4.  Indiana..  ... 

27 

5.  Missouri 

63 

5.  Kentucky 

39 

6.  North  Carolina 

35 

6.  Missouri 

28 

7.  Ohio 

37 

7.  Montana... 

9 

8.  Oklahoma 

29 

8.  New  Mexico.. 

1 

9.  South  Carolina 

1 

9.  Ohio..  

9 

10.  Tennessee 

25 

10.  Pennsylvania 

5 

11.  Virginia 

64 

1 1 . Tennessftp, 

4 

12.  West  Virginia 

23 

12.  Washington  

1 

13  Wpst  Virjrinifl 

2 

Total 

386 

4, 134, 851 

14.  Wyoming 

3 

Total 

139 

3,049,363 

Other  disasters 


State 

Counties 

designated 

Amount 

allocation 

Kind  of  disaster 

A In  ska. 

1 

$6, 500 
21, 392 
224, 942 
24, 375 

Earthquake  (March  1964). 
Fire  (July-August  1964), 
Windstorm  (October  1962). 
Do. 

Npvn.da  . 

2 

Oregon 

11 

Washington 

3 

Tntal 

17 

277, 209 

Note.— Summary  total  $7,461,423. 


Summary  of  1966  emergency  program  through  Feh.  28,  1965 


State 

Counties 

desig- 

nated 

Funds 

allocated 

State 

Counties 

exten- 

sion 

Funds 

allocated 

CURRENT  DESIGNATIONS 

1964  PROGRAM  EXTENSIONS 

Flood: 

1.  California 

14 

$500,  000 

149,  000 
190,  000 

150,  000 
240,  000 

Flood: 

1.  Georgia 

2 

$50,000 

150. 000 

400.000 
10,  000 

2.  Florida 

6 

2.  Missouri 

12 

3.  Georgia 

5 

3.  Montana 

9 

4.  Idaho 

15 

4.  New  Mexico 

1 

29 

4 

6.  Nevada  _ . 

75,  000 
350,  000 
2, 100,  000 
400,  000 

Total 

24 

610,  000 

14 

33 

/«  Ui  tli  dlU H 1 1 ct » _ — _ 

8.  Oregon 

Drought: 

1.  Arizona 

9.  Washington 

11 

1 

20,000 
80, 000 
400,  000 
175,  000 
140,  000 

2 Missnnri 

10 

Total 

131 

4. 154,  000 

3.  Oklahoma 

29 

4 Virpnin. 

59 

Wind  erosion: 

5.  West  Virginia 

22 

1 rinlorarlo 

6 

800,  000 

2.  New  Mexico 

4 

100,  000 
120,  000 

Total... 

121 

815,  000 

1 

O*  X tJXa-o--. — 

Earthquake: 

1.  Alaska 

Total  

10 

1,  020,  000 

1 

35,000 

Fire: 

Total 

146 

1, 460,  000 

1 nCilifATTilQ 

2 

154,  000 

w dAi  

Summary  total 

6, 788,  000 

Total 

143 

5, 328,  000 
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AREAS  REQUIRING  ASSISTANCE 

Mr.  Whitten.  Although  a major  disaster  might  gain  national  at- 
tention, a lesser  flood  would  be  just  as  disastrous  to  a small  farmer, 
even  though  it  might  not  affect  his  neighbors.  Since  you  asked  for 
these  sums,  would  you  tell  us  where  these  disasters  have  hit  and 
where  the  assistance  is  needed  now  ? Also,  I presume  you  are  trying 
to  provide  additional  funds  for  the  Department  in  case  of  future 
emergencies,  are  you  not  ? 

Mr.  Goderey.  Actually,  we  have  requests  for  this  full  amount  at 
the  present  time. 

We  do  have  in  our  regular  1966  budget  submission  a request  for 
emergency  conservation  appropriation.  We  have  five  States  at  the 
present  time  where  the  situation  is  critical — the  States  of  California, 
Idaho,  Nevada,  Oregon,  and  Washington. 

Mr.  Whitten.  Would  you  provide,  for  the  record,  the  approximate 
size  of  each  area  affected  and  full  information  with  regard  to  the 
magnitude  of  the  problem  ? 

Mr.  Godfrey.  Yes,  sir. 

Mr.  Whitten.  Will  you  provide  that  ? 

Mr.  Godfrey.  Yes,  sir. 

(The  information  referred  to  follows :) 


Areas  affected  by  recent  floods  in  5 western  States 


state 

Number  of 
counties 

Number  of 
farms 

Number  of 
acres 

Total  esti- 
mated cost  1 

California _ . _ 

14 

3,662 

1,329 

273 

895,865 
99, 886 

$7, 016, 963 
852, 470 

Idaho 

15 

Nevada 

4 

12, 275 

253, 650 
14, 786, 047 
1,323,333 

Oregon . 

33 

12,368 

1,225 

1, 272, 971 
73,900 

Washington _ _ __ 

11 

Total 

77 

18, 857 

2, 354, 897 

24,232,463 

1 Cost  of  emergency  conservation  measures  needed  to  correct  the  new  conservation  problems  caused  by 
flooding. 


CONDITIONS  FOR  ALLOCATION  OF  FUNDS 

Mr.  Whitten.  Am  I right,  in  following  your  prepared  text,  that 
you  list  four  conditions  precedent  to  the  allocation  of  these 
emergency  conservation  funds:  that  if  not  treated  the  damage  will 
(1)  impair  or  endanger  the  land,  (2)  materially  affect  the  productive 
capacity  of  the  land,  (3)  represent  damage  which  is  unusual  in 
character  and,  except  for  wind  erosion,  is  not  the  type  which  would 
occur  frequently  in  the  same  area,  and  (4)  will  be  so  costly  to  re- 
habilitate that  Federal  assistance  will  be  required  to  return  the  land 
to  productive  agricultural  use. 

In  other  words,  these  funds  are  limited  for  use  in  case  of  natural 
disaster  ? 
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Mr.  Godfrey.  That  is  right,  sir;  and  in  addition  to  that  we  nse 
regular  AGP  funds  to  the  extent  that  they  are  available. 

Mr.  Whitten.  You  so  direct  them  ? 

Mr.  Godfrey.  That  is  right. 

Mr.  Whitten.  Mr.  Natcher  ? 

THE  I960  BUDGET  REQUEST  FOR  EMERGENCY  CONSERVATION  MEASURES 

Mr.  Yatcher.  In  following  the  procedure  that  was  established 
in  the  supplementary  request  of  1964,  I believe  you  stated  to  the 
committee  that  $4  million  for  emergency  conservation  measures  was 
included  in  the  fiscal  year  1965  request.  What  do  you  have  in  the 
request  for  fiscal  1966  ? 

Mr.  Godfrey.  $4  million  also  for  1966. 

Mr.  Yatcher.  $4  million.  The  $10  million  now  requested  under 
the  supplemental  added  to  the  amuont  in  the  1965  budget  makes 
a total  of  $14  million  ? 

Mr.  Godfrey.  That  is  right,  sir. 

Mr.  Yatcher.  You  are  going  back  to  the  same  figure  that  you 
had  in  the  budget  estimate  for  fiscal  year  1965  of  $4  million?  Do 
you  thing  that  will  be  adequate  ? 

Mr.  Godfrey.  Mr.  Yatcher,  it  is  very  difficult  to  forecast  any  dis- 
asters. We  hope  we  do  not  have  any,  but  we  likely  will  have  some, 
and  we  hope  that  the  $4  million  would  be  adequate.  I just  hope 
we  do  not  have  any  recurrence  of  things  that  happened  during  1964. 
Many  States,  nearly  one-half  of  the  States  in  the  country,  were  hit 
last  year  by  either  fire,  flood,  drought,  or  windstorm.  Your  home 
State  of  Kentucky,  for  example,  had  the  combination  of  flood  and 
drought  in  different  areas  of  the  State.  The  same  thing  happened 
in  Missouri,  a combination  of  flood  in  one  part  of  the  State  and 
drought  in  another  part  of  the  State.  So  we  had  to  use  emergeimy 
funds  in  those  States.  I do  not  have  any  idea  whether  the  $4  million 
wfill  be  sufficient  for  next  year  or  not.  I hope  it  will  be. 

USE  OF  EXISTING  FUNDS 

Mr.  Yatcher.  What  do  you  have  in  mind,  Mr.  Godfrey,  in  the 
statement  that  you  make  to  the  committee,  to  the  effect  that  practically 
all  funds  available,  including  balances  of  prior  program  allocations 
not  earned  by  1964— December  31,  1964 — that  all  funds  available,  in- 
cluding balances  of  prior  program  allocations  not  earned  by  Decem- 
ber 31, 1964,  have  been  allocated  ? 

Mr.  Godfrey.  This  is  a continuing  appropriation  and  does  not  ex- 
pire with  the  fiscal  year.  The  funds  appropriated  are  available  until 
used.  Immediately  following  December  31,  1964,  we  reviewed  the 
allocations  that  had  been  made  to  the  States  for  these  emergency  con- 
servation measures  during  1964.  We  pulled  back  funds  which  had 
not  been  used,  where  the  farmer  had  not  carried  out  the  practice  and 
received  cost  sharing.  We  asked  the  States  to  give  us  an  up-to-date 
appraisal  of  wdiat  funds  were  needed  in  their  States  to  share  cost  of 
restoration  measures  remaining  to  be  completed  in  1965,  and  we  made 
some  reallocations  based  upon  the  information  that  they  submitted 
to  us.  Yow,  all  of  the  funds,  except  about  $9,000,  have  been  reallocated 
to  States  on  the  basis  of  requests  submitted  to  us. 
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Mr.  Natcher.  Thank  you,  Mr.  Chairman. 

Mr.  Whitten.  Mr.  Morris? 

Mr.  Morris.  Do  I understand  there  is  a reallocation  of  funds  within 
the  regular  ACP  program  within  the  present  fiscal  year  ? 

Mr.  Godfrey.  This  will  supplement  our  regular  agricultural  con- 
servation program  work  merely  for  emergency  conservation  measures. 

Mr.  Morris.  In  other  words,  you  asked  the  States  to  give  you  an 
estimate  of  how  much  money  they  would  have  left  over. 

Mr.  Godfrey.  This  is  right  with  respect  to  what  Congressman 
Natcher  was  asking.  This  is  a continuing  appropriation  and  is  dif- 
ferent from  most  of  them. 

Mr.  Morris.  Then  you  reallocated  this  ? 

Mr.  Godfrey.  To  States  for  emergency  conservation  measures. 

Mr.  Morris.  In  California  and  Oregon  ? 

Mr.  Godfrey.  Yes,  sir. 

Mr.  Morris.  Is  that  in  addition  to  the  supplemental  money  you  are 
asking  for  ? 

Mr.  Godfrey.  That  is  right,  sir.  We  reallocated,  actually,  about 
$6,788,000. 

Mr.  Morris.  So  those  States  actually  are  going  to  need  about 
million  ? 

Mr.  Godfrey.  The  reallocation  of  the  unused  1964  funds  was  not 
limited  to  these  States.  In  fact,  some  of  these  funds  went  to  Alaska, 
Arizona,  California,  Colorado,  Florida,  Georgia,  Idaho,  Louisiana, 
Missouri,  Montana,  Yew  Mexico,  Nevada,  North  Carolina,  Oklahoma, 
Oregon,  Texas,  Virginia,  Washington,  and  West  Virginia  on  the 
reallocation.  In  New  Mexico,  for  example,  five  counties  received  some 
of  this  reallocation.  One  of  these  counties  was  designated  because  of 
floods  and  the  other  four  because  of  wind  erosion.  The  four  wind 
erosion  counties  received  a total  of  $100,000  of  these  funds.  Farmers 
in  the  designated  disaster  counties  request  these  cost-sharing  funds  for 
carrying  out  approved  emergency  conservation  measures. 

Mr.  Morris.  What  would  they  do  ? 

Mr.  Godfrey.  In  the  New  Mexico  Avind  erosion  counties,  they  Avould 
carry  out  emergency  tillage  operations — listing  or  chiseling — to  stop 
the  blowing  of  the  soil  and  Avould  receii^e  cost -sharing  up  to  approxi- 
mately 70  percent  of  the  cost  of  carrying  out  these  operations. 

Mr.  Morris.  What  about  the  other  States  ? What  do  they  use  the 
money  for  there  ? 

Mr.  Godfrey.  Let’s  take  another  State  such  as  Alaska,  AAdiere  farm- 
land on  many  farms  was  damaged  by  earthquake.  Due  to  the  earth- 
quake damage  in  Alaska  farmers  had  to  remove  quite  a bit  of  debris 
from  their  farmlands.  In  the  case  of  floods,  in  Idaho,  Oregon,  and 
California  areas,  cost-sharing  is  authorized  for  such  restoration  meas- 
ures as  the  remoA^al  of  debris  from  farmlands,  stabilizing  streambanks 
and  clearing  stream  channels,  rehabilitating  drainage  and  irrigation 
systems,  relei^eling  irrigated  land  and  grading  nonirrigated  crop- 
land, and  reconstructing  dams,  ponds,  and  other  conservation  struc- 
tures. These  are  the  types  of  conservation  practices  that  are  involved. 

Mr.  Morris.  Thank  you,  Mr.  Chairman. 

Mr.  Whitten.  Mr.  Michel  ? 
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Mr.  Michel.  Was  any  of  the  $26  million  appropriated  last  year  for 
flood  prevention  used  in  this  area  that  is  now  asking  for  some  kind 
of  flood  relief  ? 

Mr.  Godfrey.  I couldn’t  answer  that  question  because  I am  not 
familiar  with  where  the  $26  million  went. 

Mr.  Michel.  Could  we  get  somebody  in  the  Department  to  put 
something  in  the  record  as  to  whether  or  not  any  part  of  this  money 
went  into  that  general  area  ? | 

Mr.  Godfrey.  I think  we  could. 

Mr.  Grant.  Yes;  that  could  be  done. 

(The  information  referred  to  follows:)  o 

None  of  tlie  $26,317,000  flood  prevention  appropriation  for  flscal  year  1965 
was  used  in  the  area  under  discussion. 

RELATION  TO  AGRICULTURAL  CONSERVATION  PROGRAM 

Mr.  Michel.  I am  not  sure  I understand  how  the  AGP  program 
comes  into  play  in  this  area  that  has  suffered  from  flood  damage. 
What  is  your  request  in  this  upcoming  budget  for  AGP  funds  as 
compared  to  last  year’s  request  ? 

Mr.  Godfrey.  The  same  as  for  last  year  and  that  is  $120  million. 
The  administrative  expenses  are  included  in  the  regular  administra- 
tive expense  appropriation. 

Mr.  Michel.  That  request  this  year  is  how  much  less  than  what  the  j 
Congress  actually  appropriated? 

Mr.  Godfrey.  $100  million. 

Mr.  Whitten.  If  I may  interrupt,  I think  you  are  referring  to  the  i 
amount  proposed  in  the  budget  for  the  1966  program  announcement.  |: 
Mr.  Godfrey.  That  is  right. 

Mr.  Michel.  With  your  coming  up  here  for  a requested  increase  in 
those  funds,  doesn’t  that  kind  of  put  the  lie  to  the  request  in  this 
upcoming  budget  that  you  are  going  to  actually  need  $100  million  s 
less  ? . . } 

Mr.  Godftey.  This  that  we  are  speaking  of  now  is  actually  a re-  [| 
quest  for  emergency  funds,  emergency  conservation  funds,  which  are 
not  the  same  as  the  regular  AGP.  They  may  serve  some  of  the  same 
purposes. 

Mr.  Michel.  How  much  of  the  AGP  funds  are  you  actually  going 
to  use  in  the  emergency  flood  relief  program  ? I 

Mr.  Godfrey.  I don’t  have  an  exact  figure  on  what  will  be  used,  |. 
but  we  will  use  the  funds  that  are  not  already  committed  to  the  extent  I 

that  they  are  available.  Now  I would  like  to  point  out  also 

Mr.  Michel.  I was  always  under  the  understanding  that  you  prac-  | 
tically  had  it  all  committed.  | 

Mr.  Godfrey.  About  this  time  of  the  year  it  is  normally  committed.  | 
Now  this  is  a request  for  1965.  What  we  sent  forward  is  an  advance  I 
authorization  for  1966.  We  are  requesting  an  actual  appropriation  t 
in  the  1966  budget  to  cover  a $220  million  1965  program  and  we  are  Si 
asking  advance  authorization  for  a 1966  program,  which  would  come  | 
under  the  1967  fiscal  year  appropriation  of  $120  million.  J 

Mr.  Morris.  Will  the  gentleman  yield  right  there  ? 

Mr.  Michel.  Yes. 
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Mr.  Morris.  As  I understand,  actually  you  get  your  money  a year 
behind.  What  you  are  saying  is  that  the  $100  million  cut  is  for  a 
reduction  in  1966.  You  are  asking  for  a hundred  million  less  than 
the  Congress  gave  you  for  the  1965  fiscal  year  in  1966,  is  that  not 
correct  ? 

Mr.  Godfrey.  Let  me  see  if  I can  clarify  this.  On  ACP  our  budget 
request  each  year  relates  to  two  program  years.  First  we  ask  for 
a fiscal  year  appropriation  which  would  cover  the  current  calendar 
year’s  program  which  has  been  previously  authorized  and  second  we 
ask  for  a program  authorization — not  an  appropriation — for  the  sub- 
sequent year. 

Mr.  Morris.  That  is  what  I am  saying.  Then  you  are  under — then 
you  are  $100  million  less 

Mr.  Godfrey.  Do  you  mean  the  program  authorization  only  ? 

Mr.  Morris.  For  next  year,  next  calendar  year. 

Mr.  Godfrey.  That  is  right. 

Mr.  Michel.  Mr.  Godfrey,  if  these  conservation  practices  are  going 
to  be  of  a long-range  nature  in  flooded  areas,  would  that  not  require 
you  to  ask  for  an  authorization  over  and  above  what  you  are  asking 
for  this  coming  fiscal  year  in  light  of  what  you  are  trying  to  tell  us 
today  ? 

Mr.  Godfrey.  It  is  expected  that  the  appropriation  we  are  asking 
for  here  will  likely  all  be  required  to  take  care  of  the  existing  emer- 
gency conservation  measures  in  these  areas. 

Mr.  Michel.  Are  these  plans  already  in  being  and  are  they  all 
formulated  ? 

Mr.  Godfrey.  Yes;  these  are  disasters  which  have  already  occurred 
and  need  immediate  emergency  conservation  attention. 

Mr.  Michel.  And  to  qualify  for  this  money  they  need  to  meet  these 
criteria  that  you  have  outlined  ? 

Mr.  Godfrey.  Yes. 

Mr.  Michel.  That  is  all. 

Mr.  Whitten.  Mr.  Langen. 

Mr.  Langen.  I note  your  reference  to  cost-sharing  assistance.  It 
this  cost-sharing  the  same  as  ACP  ? 

Mr.  Godfrey.  Yes,  sir;  it  is  the  same.  Generally  the  same,  and  in 
some  instances  we  will  authorize  a practice  which  is  necessary  to  put 
the  land  back  into  productive  capacity  that  is  not  included  in  the 
regular  ACP.  We  would  call  this  a special  practice.  But  this  is 
imusual. 

Mr.  Langen.  Well 

Mr.  Godfrey.  Would  you  like  me  to  cite  an  example 

Mr.  Langen.  Please  do. 

WIND  EROSION 

Mr.  Godfrey.  In  the  case  of  wind  erosion,  we  had  one  of  the  most 
serious  dustworms  in  the  West  recently  in  the  history  of  our  time.  We 
do  not  authorize  under  the  regular  ACP  a wind  erosion  practice. 
Now  when  the  duststorm  occurred,  they  submitted  a special  wind  ero- 
sion practice  and  it  was  approved  and  the  emergency  conservation 
funds  were  used  in  this  connection. 
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Mr.  Langen.  ISIa}'  I inquire  about  the  wind  erosion  practice?  'What 
is  involved  in  that  ? 

Mr.  Godfrea^.  The  wind  erosion  practice  in  this  case  is  an  emergency 
tillage  operation.  They  go  in  and  bring  up  clods  to  the  surface  with 
a special  plow  because  the  surface  has  dried  out  and  that  causes  the 
dust  to  blow.  So  they  come  in  with  a special  plow  and  turn  up  clods 
from  the  surface  and  it  doesnd  blow  as  it  would  if  it  were  just  dry. 

Mr.  Langex.  The  reason  I asked  is  in  the  AGP  program  you  have 
a cover  crop  practice  which  again  is  a wind  erosion  ]Dractice. 

Mr.  Godfrea".  I agree.  A cover  crop  is  the  most  satisfactory  kind 
of  wind  erosion  practice  but  usually  it  cannot  be  established  soon 
enough  to  protect  land  with  emergency  wind  erosion  problems. 

]\Ir.  Laxgex.  In  view  of  this  there  seems  to  be  quite  a similarity 
between  the  two  programs  and  in  the  event  there  is  a flood  disaster 
or  there  is  a serious  drought,  does  it  not  also  follow  that  possibly  a 
good  many  of  the  AGP  practices  in  that  particular  area  were  not  able 
to  be  carried  out  by  virtue  of  the  disaster,  consequently  making  some 
funds  thereby  available  for  use  in  these  times  ? 

Mr.  Godfrea'.  Sometimes  this  does  occur  and  it  would  depend  on 
the  time  of  the  year  that  the  disaster  would  occur.  In  these  instances, 
AGP  funds  are  used  to  the  extent  that  they  are  available  to  meet  the 
emergencyn 

ELIGIBILITY  FOR  COST-SHARIXG 

Mr.  Laxgex.  One  further  question.  I have  noted  the  requirement 
here  as  to  the  eligibility  of  an  area  on  the  four  points  that  need  to  be 
met.  'What  has  been  determined  relative  to  size?  Is  there  any  limita- 
tion there  as  to  eligibility  ? 

Mr.  Godfrey.  The  basic  legislation  does  not,  Gongressman  Langen, 
limit  the  amount  of  cost  sharing.  This  has  become  quite  an  issue  re- 
cently. The  AGP  authorization,  as  you  recall,  does  have  a $2,500  per 
person  limitation.  Our  State  committees  and  county  committees,  even 
though  no  limitation  is  prescribed  by  the  legislation  itself — have  felt 
that  they  should  limit  cost-sharing  assistance  under  the  emergency 
programs  to  $2,500  unless  a special  approval  is  given  by  the  county 
committee  and  State  committee. 

Mr.  Laxgex.  By  that  you  mean  $2,500  to  any  one  individual,  one 
operator  ? 

Mr.  Godfrey.  One  person ; yes,  sir. 

Mr.  Laxgex.  Gould  any  of  these  payments  be  made  to,  say,  three 
farmers  living  along  a certain  section  of  a river  that  had  a flash  floood  ? 

Mr.  Godfrey.  Yes,  sir ; this  coidd  be  operated  under  a pooling  agree- 
ment and  again,  the  $2,500  limitation  would  not  apply  on  the  pooling 
agreement.  Many  of  the  practices  are  carried  out  in  this  manner. 

Mr.  Laxgex.  What  I was  referring  to,  more,  however,  was  that 
there  were  only  three  farmers  in  the  little  area.  Gould  you  make  the 
wliole  program  applicable  to  just  that  small  area? 

Mr.  Godfreal  Yes ; the  size  of  the  area  depends  on  the  area  actually 
damaged  by  the  natural  disaster.  It  is  determined  by  the  recommenda- 
tion of  what  we  call  disaster  committees  at  the  county  and  State  level. 
We  have  disaster  committees  established  under  the  regular  Depart- 
ment procedure.  The  disaster  committees  consist  of  the  heads  of  the 
agricultural  agencies  in  the  county  and  at  the  State  level.  When  a 
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disaster  occurs  the  county  disaster  committee  first  makes  a survey  and 
reports  to  the  State  disaster  committee.  The  State  disaster  committee 
accepts  this  survey  or  makes  a further  finding  themselves  and  makes 
their  recommendation  to  the  Secretary.  Then,  before  approval  can  be 
granted,  the  Secretaiy  has  to  declare  the  area  a disaster. 

'\\0ien  emergency  conservation  assistance  is  needed  they  submit  to  us 
a detailed  report  of  the  number  of  farms  that  might  be  affected,  the 
practices  that  are  needed,  and  the  extent  of  the  practices  that  are 
needed.  Also  in  many  instances,  in  order  to  have  uniformity  among 
States  and  oj)erations  of  disaster  committees,  we  will  send  a repre- 
sentative from  this  office  to  make  an  on-the-spot  iiwestigation. 

SUGAR  ACT  PROGRAM 

Mr.  La^tgex.  One  question  relative  to  the  request  for  moneys  in  con- 
nection with  the  sugarbeet  program. 

I gather  that  this  has  become  necessary  because,  in  a certain  sense, 
delinquencies  that  have  occurred  from  other  years  have  come  up  and 
you  now  find  yourself  in  the  position  of  not  being  able  to  make  regular 
payments  for  the  1964  crop ; is  that  correct  ? 

Mr.  Godfrey.  Yes,  sir;  to  a degree  we  are  also  delinquent  a little  in 
our  sugar  payments — in  that  some  payments  are  normally  deferred — 
because  the  sugar  program  year  varies  as  between  different  areas  of  the 
sugar-producing  area.  For  example,  you  know  California  can  pro- 
duce beet  crops  at  various  harv^est  periods.  The  harvest  of  sugarcane 
in  Louisiana  is  completed  for  all  practical  purposes  aroimd  the  first 
of  December  but  will  not  be  completed  in  Florida  until  aroimd  the  firet 
of  April.  So  we  are  always  delinquent  to  a degree.  And  the  reason 
for  this  is — two  reasons — the  delinquency  is  one  and  the  second  big 
reason  is  the  increased  crop  of  sugar  beets  and  slightly  increased  sugar 
cane  for  1964. 

Mr.  Langex.  How  big  is  the  increase  ? 

Mr.  Godfrey.  The  beet  sugar  crop  went  up  to  about  3,250,000  tons 
from  about  3,100,000  tons. 

Mr.  Laxgex.  That  is  all,  Mr.  Chairman.  Thank  you. 

authorities  for  EjNEErgexcy  measures 

Mr.  Whittex.  Mr.  Godfrey,  you  might  provide  for  the  record  the 
pertinent  provisions  of  the  law  that  apply  to  this  matter. 

Mr.  Godfrey.  I did  leave  out  that  point.  We  will  be  glad  to  supply 
this  material  for  the  record  including  pertinent  program  procedures. 

(The  information  referred  to  follows :) 

Emeegency  Conservation  Measures 

LEGISLATIVE  AUTHORIZATION 

Public  Law  85-58  (Third  Supplemental  Appropriation  Act,  1957)  supplemented 
the  AGP  and  provided  for  an  additional  amount  to  enable  the  Secretary  to 
make  payments  to  farmers  who  perform  emergency  measures  to  control  wind 
erosion  on  farmlands,  or  to  rehabilitate  farmlands  damaged  by  wind  erosion, 
floods,  hurricanes,  or  other  natural  disasters. 
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CEITEEIA  OF  EUGIBILITT 

AGP  emergency  cost  sharing  is  limited  to  new  conservation  problems  created 
by  natural  disasters  which — 

A.  If  not  treated,  will  impair  or  endanger  the  land  ; 

B.  Materially  affect  the  productive  capacity  of  the  land  ; 

C.  Represent  damage  which  is  unusual  in  character  and,  except  for  wind 
erosion,  is  not  the  type  which  would  recur  frequently  in  the  same  area ; 
and 

D.  Will  be  so  costly  to  rehabilitate  that  Federal  assistance  is  or  will 
be  required  to  return  the  land  to  productive  agricultural  use. 

DEPAETMENT  POLICY  WHEN  NATURAL  DISASTERS  OCCUR 

Whenever  a natural  disaster  occurs  which  creates  new  conservation  problems 
beyond  the  scope  of  individual  farmers’  efforts,  and  the  regular  conservation 
cost-sharing  programs,  additional  help  will  be  provided  from  available  AGP 
emergency  funds. 

PRELIMINARY  ACTION  BY  ASC  STATE  COMMITTEE 

When  a natural  disaster  causes  new  conservation  problems  that  appear  to 
justify  use  of  AGP  emergency  funds,  the  State  committee  should  look  into  the 
situation.  If  further  action  is  needed,  it  shall  arrange  to  obtain  needed  factual 
information  for  the  consideration  of  the  USD  A county  and  State  disaster 
committees. 

ACTION  BY  ASC  COUNTY  COMMITTEE 

For  each  natural  disaster  that  creates  problems  which  meet  the  criteria 
in  paragraph  542,  takes  the  action  outlined  below. 

A.  Survey  and  summarize  damage. — A field  survey  of  damage  to  farmland 
should  be  made  at  the  earliest  practicable  date  on  a county  basis  by  the  county 
committee  with  the  assistance  of  representatives  of  agencies  in  the  county 
which  have  personnel  able  to  appraise  and  estimate  the  damage  caused  by  the 
disaster.  Summarize  and  enter  on  AGP-257  information  regarding  the  disaster 
and  the  damage,  or  clearly  impending  damage,  to  the  affected  farmlands. 

B.  Preliminary  preparation  of  AC  P-251. — Enter  applicable  data  for  items  1 
through  11.  Details  concerning  the  kind,  duration,  and  intensity  of  the  disaster, 
number  of  farms  and  acres  damaged,  and  percentage  reduction  in  the  produc- 
tivity of  the  damaged  land  should  be  appraised  carefully  and  stated  as  factually 
as  possible.  Likewise,  frequency  of  occurrence  of  this  type  of  disaster  and 
resulting  damage  during  the  past  10  years  should  be  determined  factually  and 
eachs  such  previous  similar  occurrence  reported.  Gitation  of  Weather  Bureau 
data  is  desirable.  On  the  reverse  of  the  form,  describe  damage  to  the  land  and 
list  specifically  each  new  conservation  problem.  Describe  fully  the  effect  of  the 
land  damage  on  the  operation  of  the  farms  if  the  conservation  problem  is  not 
corrected.  Make  the  information  thus  summarized,  with  any  other  factual 
supporting  data,  available  to  the  USDA  Gounty  Disaster  Gommittee  for  its 
consideration  and  recommendations. 

ACTION  BY  USDA  COUNTY  DISASTER  COMMITTEE 

A.  Complete  ACP-251  to  justify  designation  and  funds. — Identify  each  emer- 
gency conservation  measure  which  the  Gounty  Disaster  Gommittee  recommends 
as  eligible  for  AGP  emergency  assistance  by  a brief  description  in  column  A. 
Enter  in  column  B,  the  kind  of  unit  (acre,  structure,  etc.)  customarily  used 
under  AGP  for  the  applicable  measures  . Enter  in  column  G an  estimate  of  the 
total  units  needed  to  correct  the  problems  created  and  in  column  D the  average 
total  cost  per  unit.  Golumn  E is  self-explanatory.  In  determining  the  entry  for 
column  F,  consider  the  time  remaining  after  the  county  is  designated  and  the 
end  of  the  program  year  shown  in  item  3 ; probable  weather  conditions  during 
such  period  for  doing  the  work ; the  expressed  interest  and  readiness  of  farmers 
to  begin  such  work  ; and  the  availability  of  equipment  and  technical  services.  If 
designation  is  expected  late  during  the  current  year,  within  the  period  of  con- 
current operations,  the  following  program  year  may  be  specified  in  item  3 and 
estimates  made  accordingly.  Gomplete  items  13  through  16  as  indicated. 

B.  Transmittal  to  ASCS  State  office. — Send  the  original  and  two  copies  of 
AGP-257,  when  approved  by  the  Gounty  Disaster  Gommittee  and  signed  by  the 
chairman.  Also  send  required  sketch. 
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ACTION  BY  ASCS  STATE  OFFICE 

Review  the  justification  and  data  supporting  the  recommendations.  If  needed 
information  is  not  supplied  by  the  county  or  is  not  available,  or  if  the  data 
supplied  are  not  sufficient  to  make  proper  determinations,  take  steps  to  obtain 
adequate  data.  Where  recommendations  covering  the  same  disaster  are  received 
from  two  or  more  counties,  all  forms  AGP-257  for  such  counties  should  be  sub- 
mitted together  to  the  USDA  State  Disaster  Committee. 

ACTION  BY  USDA  STATE  DISASTER  COMMITTEE 

A.  Review  facts. — Review  the  justifications  and  data  supporting  each  county 
recommendation.  Before  the  disaster  committee  recommends  that  a county  be 
declared  a “disaster  county”  and  eligible  for  AGP  emergency  funds,  it  shall  have 
facts  which  show  that  the  disaster  has  created  a new  conservation  problem  of 
a size  which  necessitates  assistance  in  addition  to  the  contribution  which  can  be 
made  by  the  affected  farmers  and  regular  cost-sharing  programs  available  in  the 
county.  It  will  be  necessary  also  to  establish  the  fact  (from  information  on  the 
AGP-257  or  supplemental  data)  that  each  of  the  four  conditions  in  paragraph 
542  exist  in  the  damaged  area. 

B.  Make  recommendation. — If  the  committee  recommends  that  a county  be  de- 
clared a disaster  county  and  eligible  for  emergency  funds,  it  may  recommend  an 
amount  of  funds  different  from  that  recommended  by  the  county  disaster  com- 
mittee. For  example,  some  measures  listed  may  be  ineligible ; the  percent  of  the 
work  that  can  be  done  during  the  remainder  of  the  program  year  is  not  as  high 
as  shown  ; the  amount  shown  as  farmers’  contributions  leaves  too  high  the  amount 
the  program  can  bear ; more  funds  may  be  available  under  regular  programs  and 
allocated  to  the  county ; or  if  the  request  is  to  add  another  county  to  a designated 
group,  it  may  then  be  known  that  emergency  funds  already  allocated  to  the  State 
will  be  sufficient.  Make  such  adjustments  by  changing  column  H and  item  17 
of  AGP-257. 

C.  Transmit  to  Conservation  ohid  land  Use  Bivision  of  A8G8  (CLU) . — For  each 
county  recommended,  the  State  office  shall  send  the  original  and  a copy  of  AGP- 
257,  the  required  map  or  sketch  of  the  damaged  area,  and  other  attachments  to 
GLU.  If  more  than  one  county  is  being  recommended  at  the  same  time,  also  pre- 
pare AGP-257-A  and  attach  the  original  and  a copy  to  the  transmittal  of  forms 
AGP-257. 

USDA  ACTION 

If  the  Secretary  designates  a county  as  a disaster  county,  the  ASG  State  com- 
mittee will  be  notified  as  to  the  designation,  its  conditions,  and  as  to  the  allocation 
of  AGP  emergency  funds. 


REQUESTING  ADDITIONAL  FUNDS 

A.  Use  of  AC  P-258. — If  it  is  necessary  to  request  additional  AGP  emergency 
funds  for  the  same  disaster  for  a designated  county,  the  ASG  county  committee 
should  prepare  and  submit  AGP-258  to  the  State  office.  Supply  the  information  in 
detail  as  provided  thereon.  On  the  reverse  of  the  form  enter  the  ASG  county  com- 
mittee’s reasons  why  the  eligible  measures  have  not  been  completed  and  why  the 
request  is  necessary. 

B.  State  committee  action. — The  ASG  State  committee  shall  review  each  AGP- 
258  received  in  the  State  office.  Enter  in  column  H any  needed  corrections  or  ad- 
justments made  by  the  committee.  Send  original  to  GLU. 

C.  Use  of  ACP-258-A. — If  more  than  one  previously  designated  county  is  in- 
cluded in  the  recommendation  for  additional  funds,  the  State  office  shall  prepare 
AGP-258-A  in  accordance  with  the  instructions  thereon.  Enter  the  justification 
for  the  ASG  State  committee’s  recommendation.  Send  the  original  and  one  copv 
to  GLU. 

B.  Notification  of  Secretary's  action. — If  the  Secretary  grants  more  AGP  emer- 
gency funds,  the  ASG  State  committee  vill  be  notified  of  the  allocation  and  con- 
ditions concerning  it. 

REQUEST  FOR  EXTENSION  OF  AUTHORIZED  PERIOD 

If  the  ASG  State  committee  finds  it  necessary  to  request  an  extension  into  the 
next  program  year  of  the  authorized  period  diming  which  AGP  emergency  funds 
may  be  used  for  approved  F-4  practices  pertaining  to  the  same  disaster,  "request 
44-864—65 27 
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the  ASC  county  committee  to  prepare  and  submit  ACP-258.  (Any  previously 
allocated  fimds  not  required  for  approved  performance  through  the  end  of  the 
expiring  program  year  are  “frozen,”  and  a new  allocation  is  needed  for  the  next 
program  year. ) 

A.  Forms  ACP-258,  and  AGP-25S-A. — Prepare,  where  applicable,  according 
to  instructions  thereon  and  in  paragraph  550. 

B.  'Notice  of  action. — If  the  Secretary  grants  an  extension  of  time  and  addi- 
tional emergency  funds,  the  ASO  State  committee  will  be  notified  as  to  the  terms 
of  the  extension  and  the  allocation  of  funds. 

ACP  PROVISIONS  APPLICABLE  TO  F-4  PRACTICES 

A.  F-4  and  F-3  practices  and  cost-share  rates. — 

1.  Development  of  practices : Develop  F-4  practices  as  well  as  comparable 
F-3  practices  (if  measures  not  already  covered  by  regular  handbook  prac- 
tices) in  the  same  manner  as  for  regular  practices  and  send  them  to  CLU 
for  approval. 

2.  Designation  of  F-4  practices  : Add  the  letters  A or  B to  the  basic  F-4 
designation  for  the  individual  practices  to  distinguish  the  types.  Use  F— 4-A 
for  wind  erosion  control  or  drought  practices,  and  F-4-B  for  fiood  practices. 
CLU  will  assign  letters  to  the  F-4  practices  as  they  are  approved  for  other 
types  of  disasters.  If  more  than  one  practice  is  needed  for  a disaster,  dis- 
tinguish them  by  adding  (1) , (2) , etc.,  to  the  designation. 

3.  Cost-share  rates : Normally  the  rate  for  F-4  and  comparable  F-3  or 
regular  handbook  practices  may  not  exceed  50  percent  of  the  average  cost  of 
the  practice.  However,  in  counties  where  the  type  and  extent  of  the  damage 
is  such  that  a higher  rate  is  needed  to  assure  the  performance  of  the  needed 
measures,  upon  recommendation  of  the  State  and  county  groups  and  ap- 
proval of  CLU,  a rate  not  in  excess  of  80  percent  of  the  average  cost  of 
performing  the  practice  may  be  established. 

B.  Areas  covered  'by  flotcage  rights. — Do  not  approve  F-4  practices  for  use  on 
land  which  under  “fiowage  rights”  is  subject  to  intentional  flooding  by  govern- 
mental agencies  in  time  of  potential  flood.  This  policy  does  not  apply  to  prac- 
tices for  which  regular  ACP  funds  will  be  used. 

CONVERSION  OF  EMERGENCY  PRACTICES 

In  some  cases  there  is  a choice  as  to  whether  an  F-4  practice  will  be  finally 
charged  to  ACP  regular  or  emergency  funds.  The  policy  as  to  the  authorization 
and  appropriation  of  ACP  regular  funds  is  to  make  full  and  effective  use  of  such 
funds  for  regular  program  practices.  Since  ACP  emergency  funds  are  available 
until  expended,  it  is  desirable  to  keep  a maximum  of  these  funds  to  deal  with 
conservation  problems  created  by  natural  disasters. 

A.  Conversion  of  F~4  practices. — If  a State  fails  to  earn  a substantial  portion 
of  its  regular  ACP  allocation  for  a program  year,  the  State  committee  shall 
arrange  for  counties  in  which  F-4  practices  were  performed  to  convert  those 
which  are  eligible  for  transfer  to  comparable  F-3  or  other  regular  practices. 
Make  such  conversions  to  the  maximum  extent  practicable  up  to  the  approximate 
amount  of  underearnings  of  regular  program  funds  in  the  State.  Document 
changes  made  in  county  office  records  and  State  office  records. 

B.  When  F-4  practices  shall  not  be  converted. — Do  not  convert  F-4  practices 
to  F-3  or  other  program  practices  if  the  conversion  will  result  in  the  payment 
for  any  person  exceeding  any  regular  program  maximum  limitation,  or  in 
decreasing  the  SCI  already  paid  to  or  otherwise  due  a person  under  the  regular 
program. 

C.  Regular  program  practices. — Do  not  convert  practices  performed  under  the 
regular  ACP  to  F-4  practices. 

PROCEDURES  FOR  PRACTICE  F-4 

Use  instructions  and  forms  approved  for  use  under  the  regular  ACP  except — 

A.  Small  cost-share  increase. — Such  increases  do  not  apply  to  practice  F-^. 

B.  Maximum  cost-share  limitation. — A separate  maximum  limitation  is 
authorized  under  practice  F-4.  This  maximum  is  $2,500  for  any  person  in 
any  one  county,  except  that  with  the  written  prior  approval  of  the  State 
committee,  a higher  limitation  may  be  authorized  in  individual  cases. 
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C.  Requests  for  cost-sharing. — F-4  practices  performed  on  or  after  the 
date  specified  in  the  practice  will  be  eligible  for  cost  sharing  if  requested 
by  the  farmer  within  30  days  after  the  practice  is  approved  for  use  in  the 
county  or  before  the  date  on  which  performance  of  the  practice  is  started, 
whichever  is  the  later. 

D.  Fund  co^^troL— Maintain  a separate  control  ledger  for  emergency  funds. 
If  two  or  more  different  disaster  designations  are  made  in  the  State  during 
a program  year,  maintain  a separate  ledger  for  each  disaster. 

E.  Designation  of  forms. — To  identify  the  payments  made  under  practice 
F-^  and  to  facilitate  keeping  needed  records,  designate  each  form  used  by  the 
words  “practice  F-4”  (or  the  assigned  practice  number).  Place  this  desig- 
nation under  the  title  of  the  form,  except  that  it  need  not  be  repeated  on  a 
form  if  shown  in  the  space  for  “practice  number.” 

Public  Law  88-573,  September  2,  1964 
Emergency  Conservation  Measures 

For  emergency  conservation  measures,  to  be  used  for  the  same  purposes  and 
subject  to  the  same  conditions  as  funds  appropriated  under  this  head  in  the 
Third  Supplemental  Appropriation  Act,  1957,  to  remain  available  until  expended, 
$4,000,000,  with  which  shall  be  merged  the  unexpended  balances  of  funds  hereto- 
fore appropriated  for  emergency  conservation  measures. 

Public  Law  88-317,  88th  Congress,  H.R.  11201,  June  9,  1964 

AN  ACT  Making  deficiency  appropriations  for  the  fiscal  year  ending  June  30,  1964,  and 

for  other  purposes 

******* 
EMERGENCY  CONSERVATION  MEASURES 

For  an  additional  amount  for  “Emergency  conservation  measures”  to  be  used 
for  the  same  purposes  and  subject  to  the  same  conditions  as  funds  appropriated 
under  this  head  in  the  Third  Supplemental  Appropriation  Act,  1957,  the  Supple- 
mental Appropriation  Act,  1958,  and  the  Supplemental  Appropriation  Act,  1962, 
$4,000,000,  to  remain  available  until  expended. 

Public  Law  87-332,  87th  Congress,  H.R.  9169,  September  30,  1961 

AN  ACT  Making  supplemental  appropriations  for  the  fiscal  year  ending  June  SO,  1962, 

and  for  other  purposes 

******* 
Agricultural  Stabilization  and  Conservation  Ser\hce 

EMERGENCY  CONSERVATION  MEASURES 

For  an  additional  amount  for  “Emergency  conservation  measures”  to  be  used 
for  the  same  purposes  and  subject  to  the  same  conditions  as  funds  appropriated 
under  this  head  in  the  Third  Supplemental  Appropriations  Act,  1957,  and 
the  Supplemental  Appropriations  Act,  1958,  including  necessary  administrative 
expenses,  $5,000,000,  to  remain  available  until  expended. 

Public  Law  85-766,  85th  Congress,  H.R.  13450,  August  27, 1958 

AN  ACT  Making  supplemental  appropriations  for  the  fiscal  year  ending  June  30,  1959, 

and  for  other  purposes 

******* 
Agricultural  Conservation  Program  Service 

emergency  conservation  measures 

The  unobligated  balance  of  the  amounts  made  available  under  this  head  in  the 
, Third  Supplemental  Appropriation  Act,  1957,  and  in  the  Supplemental  Appro- 
j priation  Act,  1958,  shall  remain  available  until  expended. 

Public  Law  85-170,  85th  Congress,  H.R.  9131,  August  28,  1957 

AN  ACT  Making  supplemental  appropriations  for  the  fiscal  year  ending  June  30,  1958,  and 

for  other  purposes 

******  :jt 
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Agricultural  Conservation  Program  Service 

EMERGENCY  CONSERVATION  MEASURES 

For  an  additional  amount  for  “Emergency  Conservation  Measures”,  to  be  used 
for  the  same  purposes  and  subject  to  the  same  conditions  as  the  funds  appro- 
priated under  this  head  in  the  Third  Supplemental  Appropriation  Act,  1957, 
$20,000,000. 

Public  Law  85-58,  85th  Congress,  H.R.  7221,  June  21,  1957 

AN  ACT  Making  supplemental  appropriations  for  the  fiscal  year  ending  June  30,  1957,  and 

for  other  purposes. 

Be  it  enacted  dy  the  Senate  and  House  of  Representatives  of  the  United  States 
of  America  in  Congress  assembled,  That  the  following  sums  are  appropriated, 
out  of  any  money  in  the  Treasury  not  otherwise  appropriated,  to  supply  supple- 
mental appropriations  (this  Act  may  be  cited  as  the  “Third  Supplemental  Ap- 
propriation Act,  1957”)  for  the  fiscal  year  ending  June  30,  1957,  and  for  other 
purposes,  namely : 

* * » Ht  He  * 

CHAPTER  I 

DEPARTMENT  OF  AGRICULTURE 

EMERGENCY  CONSERVATION  MEASURES 

^'or  an  additional  amount  to  enable  the  Secretary  to  make  payments  to  farmers 
who  carry  out  emergency  measures  to  control  wind  erosion  on  farmlands  or  to 
rehabilitate  farmlands  damaged  by  wind  erosion,  floods,  hurricanes,  or  other 
natural  disasters  when,  as  a result  of  the  foregoing,  new  conservation  problems 
have  been  created  which,  (1)  if  not  treated,  will  impair  or  endanger  the  land, 
(2)  materially  affect  the  productive  capacity  of  the  land,  (3)  represent  damage 
which  is  unusual  in  character  and,  except  for  wind  erosion,  is  not  the  type  which 
would  recur  frequently  in  the  same  area,  and  (4)  will  be  so  costly  to  rehabilitate 
that  Federal  assistance  is  or  will  be  required  to  return  the  land  to  productive 
agricultural  use,  and  for  reimbursement  to  the  appropriation  to  the  President 
for  “Disaster  relief”,  for  allocations  to  the  Secretary  of  Agriculture  for  such 
purposes,  $4,(X)0,0{>0,  to  remain  available  through  June  30,  1958 : Provided,  That 
this  appropriation  may  be  expended  without  regard  to  the  adjustments  required 
under  section  8(e)  of  the  Soil  Conservation  and  Domestic  Allotment  Act,  as 
amended  (16  U.S.O.  590h),  and  may  be  distributed  among  States  and  individual 
farmers  without  regard  to  other  provisions  of  law. 

DESCRIPTION  OF  OPERATION  OF  AGP  AND  EMERGENCY  CONSERVATION 

MEASURES 

Mr.  Whitten.  Correct  me  if  I am  wrong.  Under  the  agricultural 
conservation  program  the  various  county  and  State  committees  rec- 
ommend to  the  Department  certain  practices  that  they  consider  worth- 
while to  be  included  in  the  agricultural  conservation  program.  After 
considering  the  conservation  practices  proposed,  the  Department  ap- 
proves those  considered  necessary  and  publishes  a national  catalog, 
specifying  the  practices  approved  for  various  localities  and  the  extent 
to  which  the  Department  will  finance  the  cost  of  these  practices. 

Also,  the  Department  issues  a national  announcement  of  the  formula 
by  which  each  State’s  share  of  the  total  AGP  authorization  is  reserved. 
The  way  the  program  operates,  county  committees  select  the  practices 
the  farmers  need  from  among  those  listed  in  the  catalog.  After  proper 
authorization  they  carry  out  the  work  needed  and  are  subsequently 
reimbursed  for  a part  of  the  cost  of  the  work  done — to  the  extent 
;specified  in  the  catalog.  I believe,  according  to  past  records,  the  Fed- 
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era!  Government  lias  paid  an  average  of  about  50  percent  of  tbe  cost- 
of  the  work  done,  or  about  a third  of  the  total  cost,  taking  into  account 
the  farmer’s  own  labor  and  equipment.  If  a State  does  not  use  all  the 
funds  allocated  to  it,  this  subcommittee  has  insisted  in  the  past  that 
the  funds  be  reallocated  to  areas  where  there  is  a greater  demand. 

If  I understand  you  correctly,  the  funds  for  emergency  conservation 
measures  are  available  soon  after  a disaster  occurs — just  as  soon  as  you 
are  able  to  determine  that  the  situation  satisfies  the  Department’s 
criteria  for  an  emergency.  As  a result  these  funds  are  available 
quickly  and  without  regard  to  the  amounts  available  under  the  regular 
AGP  program. 

Finally,  Congress  assesses  the  previous  year’s  ]^rogram,  appropriates 
funds  to  pay  the  amounts  authorized  by  the  previous  year’s  appropria- 
tion act,  and  authorizes  additional  amounts  to  become  available  for 
AGP  programs  during  the  coming  year. 

Mr.  Godfrey.  That  is  right.  You  have  described  the  operations  of 
both  the  regular  AGP  and  the  emergency  conservation  measures  under 
it. 

Mr.  Whitten.  Any  other  questions  ? 

We  wish  to  thank  you,  Mr.  Godfrey,  and  your  associates  for  your 
appearance  before  us. 

Pay  Increases  for  Other  Agencies 

Mr.  Whitten.  At  this  point  we  shall  but  in  the  record  House  Doc- 
ument 98  which  lists  the  various  items  concerning  pay  increases  for 
other  agencies  of  the  Department.  Do  you  have  any  comment  on  this, 
Mr.  Grant  ? 

Mr.  Grant.  FTo,  sir,  I believe  the  justification  fully  explains  these 
items. 

(The  material  referred  to  follows :) 

[H.  Doc.  98,  89tli  Cong.,  1st  sess.] 

Communication  Feom  the  President  of  the  United  States  Transmitting  a 
Report  Indicating  the  Necessity  for  a Supplemental  Estimate  of  Appro- 
priations FOR  Fiscal  Year  1965  for  Various  Agencies  and  the  District  of 
Columbia 

Department  of  Agriculture 

Cooperative  State  Research  Service : “Payments  and  expenses”  for  Federal  ad- 
ministration, $67,000,  to  be  derived  by  transfer  from  the  snbappropriation  for 
“Payments  to  States  and  Puerto  Rico,  Extension  Service”,  fiscal  year  1965 ; 
Extension  Service : “Cooperative  extension  work,  payments  and  expenses” : Of 
the  amount  made  available  under  this  head  in  the  Department  of  Agriculture 
and  Related  Agencies  Appropriation  Act,  1965,  for  “Payments  to  States  and 
Puerto  Rico”,  $114,000  shall  be  transferred  to  the  subappropriation  for  “Fed- 
eral Extension  Service” ; 

Farmer  Cooperative  Service : “Salaries  and  expenses”,  $39,000 ; 

Soil  Conservation  Service : 

“Conservation  operations”,  $4,050,000 ; 

“Watershed  planning”,  $200,000 ; 

“Watershed  protection”,  $735,000,  to  remain  available  until  expended ; 

“Great  Plains  conservation  program”,  $120,000,  to  remain  available  until 
expended ; 

“Resource  conservation  and  development”,  $43,000,  to  remain  available  until 
expended ; 
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Economic  Research  : “Salaries  and  expenses”,  $360,000  ; 

Statistical  Reporting  Service : “Salaries  and  expenses”,  $406,000 ; 

Agricultural  Marketing  Service  : “Marketing  services”,  $1,000,000 ; 

Foreign  Agricultural  Service : “Salaries  and  expenses”,  $305,000 ; 

Commodity  Exchange  Authority : “Salaries  and  expenses”,  $50,000 ; 

Agricultural  Stabilization  and  Conservation  Service:  “Expenses,  Agricultural 
Stabilization  and  Conservation  Service”,  $2,950,000,  and  in  addition,  not  to 
exceed  $1,756,100  may  be  transferred  to  and  merged  with  this  appropriation 
from  the  Commodity  Credit  Corporation  fund ; 

Federal  Crop  Insurance  Corporation:  “Administrative  and  operating  expenses”, 
$291,000 ; 

Rural  Electrification  Administration : “Salaries  and  expenses”,  $360,000 ; 

Farmers  Home  Administration  : “Salaries  and  expenses”,  $1,700,000 ; 

Rural  Community  Development  Service : “Salaries  and  expenses”,  $9,000  ; 

Oflace  of  the  Inspector  General : “Salaries  and  expenses”,  $250.000 ; 

Oflice  of  the  General  Counsel : “Salaries  and  expenses”,  $186,000  ; 

Office  of  Information  : “Salaries  and  expenses”,  $41,000  ; 

National  Agricultural  Library  : “Salaries  and  expenses”,  $52,000 ; 

Office  of  Management  Services  : “Salaries  and  expenses”,  $20,000 ; 

General  Administration : “Salaries  and  expenses”,  $239,000 ; 

Forest  Service:  “Forest  roads  and  trails  (liquidation  of  contract  authorization)”, 
$1,172,000,  to  remain  available  until  expended  ; 


Peoposed  Supplemental  Appropriations.  Transfer  Authorizations,  and 
Limitation  Adjustments  To  Meet  Increased  Pay  Costs,  1965 

(Agencies  other  than  Forest  Service) 

Request:  $13,406,000  appropriation  and  $1,937,100  transfer  authorizations. 

PURPOSE  and  need  FOR  ADDITIONAL  APPROPRIATIONS  AND  TRANSFER  AUTHORIZATIONS 

The  estimated  cost  of  pay  act  increases  under  Public  Laws  88-426  and  88-631 
for  the  Department  of  Agriculture  is  $34,024,802.  Of  this  amount,  pay  act 
costs  for  the  Forest  Service  are  $7,479,306,  leaving  $26,545,496  pertaining  to 
agencies  of  the  Department  appropriated  for  in  the  Agricultural  Appropriation 
Act.  Of  the  $26.5  million  of  costs,  it  is  proposed  to  meet  $7,126,496  from  funds 
presently  available  to  the  Department  with  the  balance  of  $19,419,000  to  be 
provided  by  supplemental  appropriations.  Of  the  $7.1  million  to  be  met  from 
existing  funds,  $5,189,396  can  be  absorbed  within  funds  now  available  to  agencies 
of  the  Department  with  the  additional  absorption  of  $1,937,100  requiring  author- 
ization to  transfer  funds  within  the  Department. 

The  proposed  supplemental  appropriations  of  $19,419,000  are  contained  in  House 
documents  numbered  80  and  98  submitted  on  February  8 and  March  2,  1965, 
respectively.  Total  pay  costs,  absorptions,  proposed  transfers,  and  supplemen- 
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tal  appropriations  for  tlie  agencies  included  in  each  document  are  shown  in  the 
following  tabulation : 


Agency  or  item 


Total 
increased 
pay  costs 


Proposed  financing 


From  available  funds 


By 

absorption 


By 

transfer 


Total 


Supple- 

mental 

appropria- 

tions 


H.  Doc.  80: 

Agricultural  Research  Service 

H.  Doc.  98: 

Cooperative  State  Research  Service... 

Extension  Service 

Farmer  Cooperative  Service 

Soil  Conservation  Service 

Economic  Research  Service 

Statistical  Reporting  Service 

Agricultural  Marketing  Service 

Foreign  Agricultural  Service 

Commodity  Exchange  Authority 

Agricultural  Stabilization  and  Con- 
servation Service 

Federal  Crop  Insurance  Corporation. 
Rural  Electrification  Adroinistration. 

Farmers  Home  Administration 

Rural  Commimity  Development  Serv- 
ice— 

Office  of  the  Inspector  General 

Office  of  the  General  Counsel 

Office  of  Information 

National  Agricultural  Library 

Office  of  Management  Services 

General  administration 

Total,  H.  Doc.  98 

Total,  Department  of  Agriculture 
excluding  Forest  Service  i 


3, 492, 715 


68, 000 
115,  890 
39,  935 
5, 948,  800 
397,  350 
465,  500 
2,  393, 130 
340,  600 

50, 000 

6,  443.  876 

337. 000 

400. 000 
1,  908, 100 

23,  000 

360. 000 
186,  000 

50, 800 
54,500 

105. 000 
365,  300 


20, 052,  781 


26,  545, 496 


$479,  715 


179,  715 


1,000 
1, 890 
935 

800, 800 
37,  350 
59,  500 
1,  393, 130 
35,  600 


$67, 000 
114, 000 


68, 000 
115,  890 
935 

800,  800 
37,  350 
59,  500 
1,  393, 130 
35,  600 


1,  737,  776 
46,  000 

40, 000 
208, 100 

14,  000 

110, 000 


1,  756, 100 


3,  493,  876 

46. 000 

40. 000 
208, 100 

14,  000 

110,  000 


2,  500 

85, 000 
126,  300 


9,  800 
2,  500 
85,  000 
126,  300 


4,  709,  681 


1,  937, 100 


6,  646,  781 


5, 189,  396 


1,  937, 100 


7, 126, 


$6,  013, 000 


39. 000 

5, 148, 000 

360.000 

406. 000 

1,  000, 000 

305. 000 
50,  000 

2,  950, 000 

291. 000 

360. 000 
1,  700, 000 

9, 000 

250. 000 

186. 000 

41. 000 

52. 000 

20. 000 

239, 000 


13,406, 000 


19, 419,000 


1 As  a matter  of  information,  H.  Doc.  80  and  H.  Doc.  98  include  pay  cost  requests  of  $5,096,000  for  the 
Forest  Service  which  is  absorbing  $2,383,306  of  the  increased  cost  of  $7,479,306.  Including  Forest  Service, 
the  totals  for  the  Department  are  as  follows;  Total  increased  pay  costs,  $34,024,802;  absorptions,  $7,572,702; 
and  additional  appropriations  requested,  $24,515,000. 

LANGUAGE 

Language  changes  and  justifications  for  items  included  in  House  Document 
No.  98  follow : 

“Cooperative  State  Research  Service : ‘Payments  and  expenses’  for  Federal  ad- 
ministration, $67,000,  to  be  derived  by  transfer  from  the  subappropriation  for 
‘Payments  to  States  and  Puerto  Rico,  Extension  Service’,  fiscal  year  1965 ; 
“Extension  Service : ‘Cooperative  extension  work,  payments  and  expenses’ : Of 
the  amount  made  available  under  this  head  in  the  Department  of  Agriculture 
and  Related  Agencies  Appropriation  Act,  1965,  for  ‘Payments  to  States  and 
Puerto  Rico’,  $114,000  shall  be  transferred  to  the  subappropriation  for  ‘Federal 
Extension  Service’ ; 

“Farmer  Cooperative  Service : ‘Salaries  and  expenses’,  $39,000 ; 

“Soil  Conservation  Service : 

“ ‘Conservation  operations’,  $4,050,000 ; 

“ ‘Watershed  planning’,  $200,000 ; 

“ ‘Watershed  protection’,  $735,000,  to  remain  available  until  expended ; 

“ ‘Great  Plains  conservation  program’,  $120,000,  to  remain  available  until 
expended ; 

“ ‘Resource  conservation  and  development’,  $43,000  to  remain  available  until 
expended ; 
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“Economic  Research  Service:  ‘Salaries  and  expenses’,  $360,000; 

“Statistical  Reporting  Service : ‘Salaries  and  expenses’,  $406,000 ; 

“Agricultural  Marketing  Service ; ‘Marketing  services’,  $1,000,000 ; 

“Foreign  Agricultural  Service;  ‘Salaries  and  expenses’,  $805,000; 

“Commodity  Exchange  Authority;  ‘Salaries  and  expenses’,  $50,000; 
“Agricultural  Stahilization  and  Conservation  Service : ‘Expenses,  Agricultural 
Stabilization  and  Conservation  Service’,  $2,950,000,  and  in  addition,  not  to 
exceed  $1,756,100  may  be  transferred  to  and  merged  with  this  appropriation 
from  the  Commodity  Credit  Corporation  fund  ; 

“Federal  Crop  Insurance  Corporation : ‘Administrative  and  operating  expenses’, 
$291,000 ; 

“Rural  Electrification  Administration : ‘Salaries  and  expenses’,  $360,000 ; 
“Farmers  Home  Administration:  ‘Salaries  and  expenses’,  $1,700,000; 

“Rural  Community  Development  Service ; ‘Salaries  and  expenses’,  $9,000 ; 

“Office  of  the  Inspector  General : ‘Salaries  and  expenses’,  $250,000 ; 

“Office  of  the  General  Counsel;  ‘Salaries  and  expenses’,  $186,000; 

“Office  of  Information ; ‘Salaries  and  expenses’,  $41,000 ; 

“National  Agricultural  Library  ; ‘Salaries  and  expenses’,  $52,000  ; 

“Office  of  Management  Services:  ‘Salaries  and  expenses’,  $20,000; 

“General  Administration:  ‘Salaries  and  expenses’,  $239,000;”. 


Agricultural  Research  Service 


1965  funds 

Previously 

appropriated 

Proposed 
supplemental 
appropriation 
or  transfer 

Revised 

estimate 

Salaries  and  expenses: 

Research.  — . 

1 $119, 639, 000 
68,  793,200 
32, 128,  000 

-f  $3, 109, 000 
+ 1,767, 000 
+1,137,  000 

$122, 748, 000 
70, 560. 200 
33, 265.  000 

Plant  and  animal  disease  and  pest  control  ..  .. 

Meat  inspection 

Total 

1 220, 560, 200 

+6,  013,  000 

226,  .573, 200 

1 Excludes  reappropriation  of  $1,000,000  under  “Special  Fund.” 

'Need  for  supplemental  funds 

Supplemental  funds  of  $6,013,000  are  required  under  the  appropriation.  “Sal- 
aries and  expenses.  Agricultural  Research  Service,”  of  which  $5,657,000  is  to 
meet  increased  pay  costs  due  to  Public  Laws  88-426  and  88-631,  and  $356,000  to 
meet  wage  board  increases. 

Absorptions  of  increased  pay  costs  under  Public  Law  88-426,  Public  Law  88- 
631,  or  increased  wage  board  costs  cannot  be  made  in  regulatory  or  control 
programs,  or  by  further  reductions  in  research,  inasmuch  as  there  is  a continuing 
and  urgent  need  to  expand  the  work  in  these  fields.  In  order  to  provide  for  meet- 
ing some  of  these  problems,  Congress  appropriated  increased  funds  for  fiscal  year 
1965  of  $21,783,000  for  research  including  $4,784,000  for  construction  of  research 
facilities ; $3,538,200  for  plant  and  animal  disease  and  pest  control ; and  $3,535,- 
000  including  $1,291,000  in  the  1965  Supplemental  Appropriation  Act,  for  addi- 
tional inspectors  to  meet  increased  demands  for  Federal  meat  inspection  and  for 
reclassification  of  certain  nonveterinarian  meat  inspectors. 

In  the  research  area,  one  of  our  most  critical  needs  continues  to  be  the  furnish- 
ing of  additional  labor  and  operating  funds  to  make  the  present  scientific  staff 
more  effective.  Current  funds  are  not  sufficient  for  adequate  financing  of  im- 
portant research  and  any  further  reduction  would  only  aggravate  the  situation. 
With  the  need  for  expanding  research,  and  for  staffing  new  facilities  as  they  are 
completed,  it  is  not  possible  to  propose  further  absorptions  within  funds  cur- 
rently available. 

Under  plant  and  animal  disease  and  pest  control,  additional  funds  were  pro- 
vided in  1965  for  (1)  strengthening  animal  and  plant  quarantine  inspection  at 
Dorts  of  entry  to  prevent  the  introduction  of  foreign  animal  and  plant  pests  and 
diseases  into  this  country;  (2)  acceleration  of  scabies  eradication  and  initiation 
of  a boll  weevil  eradication  program  in  the  High  Plains  of  Texas;  (3)  accelera- 
tion, under  Senate  Document  85,  of  the  evaluation  of  pest  control  and  eradication 
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programs  with,  special  reference  to  environmental  impact  associated  wdth  control 
and  eradication  procedures  and  initiation  of  necessary  field  activities  to  monitor 
pesticides  in  agriculture;  (4)  increased  activities  under  the  Virus-Serum-Toxin 
Act  to  assure  the  safety  and  potency  of  veterinary  biologies ; and  (5)  expansion  of 
registration  and  enforcement  activities  under  the  Federal  Insecticide,  Fungicide, 
and  Rodenticide  Act,  as  amended.  There  is  urgent  need  to  expand  these  activi- 
ties and  to  continue  other  programs  at  the  same  level  as  in  1964.  Therefore, 
absorption  of  increased  pay  costs  under  this  activity  is  not  possible  wfithout  cur- 
tailing programs. 

There  is  an  ever-increasing  demand  for  Federal  meat  inspection  service  which 
is  mandatory  under  the  law  for  plants  engaged  in  interstate  business.  Compared 
with  fiscal  year  1964,  it  is  estimated  that  81  additional  plants  and  18  additional 
cities  and  towns  where  meatpacking  plants  are  located  will  have  to  be  serviced 
in  1965,  as  well  as  additional  shifts  in  present  plants  under  inspection.  A sup- 
plemental appropriation  request  to  meet  the  rapidly  expanding  meat  inspection 
workload  was  transmitted  to  the  Congress  prior  to  enactment  of  Public  Law  88- 
426,  approved  August  14,  1964.  Funds  provided  in  the  Supplemental  Appropria- 
tion Act,  1965,  represent  a reduction  of  $66,000  below  the  supplemental  request. 
The  amount  requested  represented  the  minimum  required  to  meet  the  ever- 
increasing  demand  for  meat  inspection  sersdees  which  this  Department  is  re- 
quired to  provide.  Any  additional  reduction  in  funds  would  reduce  the  Depart- 
ment’s ability  to  render  these  mandatory  inspection  services.  Therefore,  no 
absorption  of  increased  pay  costs  is  possible  under  this  activity. 

Cooperative  State  Research  Service 


ige.’i  funds 

Previously 

appropri- 

ated 

Proposed 
supplemental 
appropri- 
ation or 
transfer 

Revised 

estimate 

Payments  and  expenses 

$49, 930, 000 

1 -}-$67, 000 

$49, 997, 000 

1 To  be  derived  by  transfer  from  the  subappropriation  for  “Payments  to  States  and  Puerto  Rico, 
Extension  Service.” 

Need  for  supplemental  funds 

An  additional  $67,000  is  required  to  meet  increased  pay  costs  resulting  from 
Public  Law  88-426,  approved  August  14,  1964.  The  essential  activities  of  the 
Cooperative  State  Research  Service  in  connection  with  research  planning  and 
coordination,  and  development  of  cooperation  among  the  State  stations  and 
between  the  State  stations  and  the  Department,  would  be  seriously  affected  if 
funds  are  not  provided  to  cover  pay  costs.  These  pay  costs  cannot  be  absorbed 
through  administrative  action. 


Extension  Service 


1965  funds 

Previously 

appropri- 

ated 

Proposed 
supplemental 
appropri- 
ation or 
transfer 

Revised 

estimate 

Cooperative  extension  work,  payments  and  expenses:  Federal 
Extension  Service 

$2, 451, 000 

1 4-$114, 000 

$2, 565, 000 

1 To  be  derived  by  transfer  from  “Payments  to  States  and  Puerto  Rico.” 
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Need  for  supplemental  funds 

An  additional  $114,000  is  required  to  meet  increased  pay  costs  resulting  from 
Public  Law  88-426,  approved  August  14,  1964.  The  cost  of  the  pay  increase, 
$114,000  will  be  absorbed  by  transfer  from  the  amount  to  which  Puerto  Rico  is 
entitled  but  is  unable  to  match  under  section  3(c)  provisions  of  the  Smith-Lever 
Act. 

To  absorb  part  of  the  increased  cost  for  1965  from  administrative  funds  would 
require  a reduction  in  budgeted  expense  items  already  established  at  a minimum 
or  a personnel  reduction  detrimental  to  the  conduct  of  a nationwide  educational 
program. 

All  positions  have  been  carefully  analyzed.  None  can  be  abolished  without 
seriously  affecting  the  execution  of  essential  functions.  Counseling  with  exten- 
sion directors  and  their  staffs  and  serving  as  a connecting  link  between  the 
scientific  and  informational  resources  of  the  Department  and  other  Federal 
agencies  and  the  State  and  county  extension  staffs  is  one  of  the  Federal  Exten- 
sion Service’s  major  staff  activities.  This  necessitates  a significant  amount  of 
travel.  All  travel  schedules  are  carefully  reviewed.  To  further  reduce  travel 
and  other  operating  expenses  would  result  in  the  inability  of  the  Federal  Exten- 
sion Service  to  perform  its  responsibilities. 


Farm  Cooperative  Service 


1965  funds 

Previously 

appropri- 

ated 

Proposed 
supplemental 
appropri- 
ation or 
transfer 

Revised 

estimate 

Salaries  and  expenses 

$1, 102,  000 

•+■$39, 000 

$1, 141, 000 

Need  for  supplemental  funds 

An  additional  $39,000  is  required  to  meet  increased  pay  costs  resulting  from 
Public  Law  88-426,  approved  August  14,  1964.  Turnover  of  the  agency’s 
small  specialized  staff  is  very  low  and  does  not  permit  allowances  for  absorption 
of  pay  costs  within  the  basic  appropriation.  The  agency’s  essential  functions 
of  research,  service,  and  education  would  be  seriously  affected  if  funds  are  not 
provided  to  cover  pay  costs. 

Soil  Conservation  Service 


1965  funds 


Previously 

appropriated 

Proposed 

supplemental 

appropriation 

Revised 

estimate 

Conservation  operations 

i$100, 183, 000 

+-$4, 050, 000 

$104, 233, 000 

1 Excludes  transfer  of  $328,000  to  General  Services  Administration  for  space  rental. 


Need  for  supplemental  funds 

An  additional  $4,050,000  is  required  to  meet  increased  pay  costs  resulting 
from  Public  Law  88-426,  approved  August  14,  1964.  Total  increased  pay  costs 
for  this  appropriation  are  estimated  at  $4,130,000.  Of  this  amount,  it  is 
proposed  to  absorb  $80,000  through  employment  lapse  and  other  savings.  This 
will  require  replacement  of  some  permanent  employees  with  temporary  or  part- 
time  employment.  Mandatory  within-grade  promotions  and  related  personnel 
benefits  under  the  new  pay  scales  in  1965  have  greatly  exceeded  step  savings 
realized  from  turnover  of  personnel.  This  added  cost  amounts  to  about  $600,000 
and  has  had  to  be  furnished  by  reducing  staff  by  about  84  man-years.  Further 
absorption  cannot  be  made  without  curtailment  of  program  activities  and  sub- 
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stantial  reductions  in  technical  services  at  a time  of  the  year  when  most  urgently 
needed. 

The  supplemental  funds  for  added  pay  costs  are  urgently  needed  to  enable  the 
Department  to  provide  technical  assistance  to  conservation  districts,  communi- 
ties, and  other  cooperators.  Any  further  reduction  in  employment  would  have 
a seriously  adverse  effect  on  progress  needed  to  be  made  under  the  conservation 
operations  program.  Soil  surveys,  farm  and  ranch  planning,  and  the  applica- 
tion of  conservation  practices  by  farmers  and  ranchers,  and  other  cooperators 
are  basic  support  for  flood  prevention,  watershed  protection,  and  other  im- 
portant land  use  and  adjustment  programs  of  the  Department.  Current  work- 
load and  program  assistance  needs  far  exceed  what  present  Service  staff  and 
resources  can  provide.  For  these  reasons  it  is  urgent  that  the  full  amount  of 
this  supplemental  estimate  be  provided. 

Obligations  have  been  incurred  during  the  first  and  second  apportionment 
periods  at  the  higher  salary  rates  authorized  by  Public  Law  88-426.  For  that 
reason,  any  additional  absorption  of  pay  cost  at  this  time  would  triple  its 
effects  on  the  number  of  employees  that  would  be  affected  in  the  remaining  4 
months  of  the  current  fiscal  year. 

Soil  Conservation  Service 


1965  funds 


Previously 

Proposed 

Revised 

appropriated 

supplemental 

estimate 

appropriation 

Watershed  planning 

$5, 521, 000 

-|-$200, 000 

$5,  721, 000 

Need  for  supplemental  funds 

All  additional  $200,000  is  required  to  meet  increased  pay  costs  resulting  from 
Public  Law  88-426,  approved  August  14,  1964.  Total  increased  costs  for  this 
appropriation  are  estimated  at  $202,000.  Of  this  amount,  it  is  proposed  to  ab- 
sorb $2,000  by  increasing  the  length  of  time  positions  are  vacated  by  turnover. 
Further  absorptions  cannot  be  made  without  a reduction  in  the  highly  trained 
technical  planning  staff  and  a comparable  reduction  in  the  number  of  water- 
shed work  plans  prepared.  There  is  a large  backlog  of  unserviced  applications 
from  local  sponsors  awaiting  planning  assistance  which  is  a prerequisite  before 
local  sponsors  can  move  ahead  with  project  development.  This  backlog  of 
applications  amounted  to  875  as  of  June  30, 1964,  which  is  over  9 years  of  planning 
effort  at  the  current  planning  level. 

This  appropriation  item  was  included  as  an  activity  on  the  “Watershed 
protection”  appropriation  prior  to  1965  and  has  been  conducted  at  about  the 
same  level  since  1962.  The  current  appropriation  level,  plus  pay  act  costs,  is  re- 
quired to  achieve  the  desired  balance  betv^een  the  completion  of  project  work 
plans,  and  funds  available  or  anticipated  to  be  available  for  installation  of  works 
of  improvement  under  the  “W^atershed  protection”  appropriation  item. 

Soil  Conservation  Service 


1965  funds 

Previously 

appropriated 

Proposed 

supplemental 

appropriation 

Revised 

estimate 

W atershed  protection 

$60, 285, 000 

-f$735, 000 

$61, 020, 000 

Need  for  supplemental  funds 

An  additional  $735,000  is  required  to  meet  increased  pay  act  costs  resulting 
from  Public  Law  88-426,  approved  August  14,  1964.  Total  increased  costs  for 
this  appropriation  are  estimated  at  $835,400.  Of  the  $100,400  proposed  for 
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absorption,  $9,900  will  be  absorbed  through  reductions  in  watershed  loans  to 
local  sponsors ; $43,700  will  be  absorbed  in  the  river  basin  survey  activity  through 
delay  in  filling  vacancies;  and  $46,800  will  be  absorbed  by  reductions  in  con- 
tributions for  construction  to  local  sponsors  of  watershed  projects.  In  the  ex- 
panding watershed  protection  program,  it  is  urgent  that  the  technical  staff  cur- 
rently budgeted  be  maintained  to  process  watershed  loan  applications,  conduct 
cooperative  river  basin  surveys  with  other  Federal  and  State  agencies,  and 
provide  technical  assistance  to  local  sponsors  installing  works  of  improvement 
in  watershed  projects.  Further  absorptions  could  not  be  made  without  cur- 
tailing river  basin  surveys  currently  in  progress  or  further  reductions  in  tech- 
nical and  financial  assistance  to  local  sponsors  of  watershed  projects. 

Soil  Conservation  Service 


1965  funds 

Previously 

appropriated 

Proposed 

supplemental 

appropriation 

Revised 

estimate 

Great  Plains  conservation  program 

$14, 744,  000 

-f  $120, 000 

$14, 864, 000 

Need  for  supplemental  f unds 

An  additional  $120,000  is  required  to  meet  increased  pay  costs  resulting  from 
Public  Law  88-426,  approved  August  14,  1964.  The  total  increased  costs 
for  this  appropriation  are  estimated  at  $134,600.  Of  this  amount,  it  is  proposed 
to  absorb  $14,600  by  increasing  the  length  of  time  positions  are  unfilled  which 
have  become  vacant  by  turnover.  Further  absorptions  cannot  be  made  with- 
out reductions  in  technical  services  to  cooperating  farmers  and  ranchers  on 
cost-share  practices. 

A total  of  $11,436,000  is  available  for  cost-share  obligations  on  about  3,800 
addition  farms  and  ranches  in  the  1965  fiscal  year.  Installation  services 
will  also  be  needed  on  12,887  contracts  active  as  of  June  30,  1964.  Technical 
assistance  to  program  participants  is  most  urgently  needed  in  the  spring  and 
summer  months  when  fieldwork  can  be  done.  Any  reductions  in  staffing  due 
to  additional  pay  cost  absorption  would  curtail  the  program  and  thereby 
reduce  the  installation  services  on  some  contracts  for  which  cost-share  schedules 
have  already  been  prepared  and  commitments  made  for  the  current  year. 

Soil  Conservation  Service 


" 


1965  funds 

Previously 

appropriated 

Proposed 

supplemental 

appropriation 

Revised 

estimate 

Resource  conservation  and  development 

$1,  770, 000 

-f$43, 000 

$1,813, 000 

Need  for  supplemental  funds 

An  additional  $43,000  is  needed  to  meet  increased  pay  costs  resulting  from  Pub- 
lic Law  88-426,  approved  August  14,  1964.  The  total  increased  costs  for  this 
appropriation  are  estimated  at  $50,500.  Of  this  amount,  it  is  proposed  to  absorb 
$7,500.  Absorptions  will  be  made  by  increased  efficiency  in  work  plan  prepara- 
tion, and  reductions  in  the  average  staff  time  used  per  plan.  Further  absorp- 
tions would  delay  needed  assistance  to  local  sponsoring  organizations  in  the 
current  year,  and  retard  the  development  of  detail  plans  necessary  for  project 
operations. 

A total  of  10  project  areas  have  been  approved  for  planning  assistance  and 
operations  are  expected  to  start  in  all  of  them  during  the  1965  fiscal  year. 
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Economic  Research  Service 


1965  funds 


Previously 

appropri- 

ated 

Proposed 
supplemental 
appropri- 
ation or 
transfer 

Revised 

estimate 

Salaries  and  expenses  - - 

$10,  562, 000 

$360, 000 

$10, 922,  000 

Iseed  for  supplemental  funds 

An  additional  $360,000  is  required  to  meet  increased  pay  costs  resulting  from 
Public  Law  88-426  approved  August  14,  1964.  Total  increased  costs  for  this 
appropriation  are  estimated  at  $383,500.  Of  this  amount.  Economic  Research 
Service  proposes  to  absorb  $23,500.  This  is  being  accomplished  by  delaying  the 
filling  of  current  openings  and  planning  to  maintain  a few  vacancies  throughout 
the  year.  Any  further  absorption  of  the  pay  costs  would  minimize  the  effective- 
ness of  personnel  resources  and  seriously  affect  the  accomplishment  of  the  eco- 
omie  research  programs  of  the  agency. 


Statistical  Reporting  Service 


1965  funds 

Previously 

appropri- 

ated 

Proposed 
supplemental 
appropri- 
ation or 
transfer 

Revised 

estimate 

Salaries  and  expenses _ 

$11, 460, 000 

-f  $406, 000 

$11, 866, 000 

Need  for  supplemental  funds 

An  additional  $406,000  is  required  to  meet  increased  pay  costs  resulting  from 
Public  Law  88-426,  approved  August  14,  1964.  No  absorption  can  be  made 
without  reducing  the  scope  of  the  June  enumerative  survey  covering  number  of 
farms,  land  in  farms,  acreage  planted  or  to  be  planted  to  major  crops,  and  live- 
stock numbers.  The  States  scheduled  to  go  on  a full  operating  basis  would  have 
to  remain  on  a pilot  basis  for  the  June  1965  enumerative  survey.  Such  action 
would  result  in  a year’s  delay  in  the  implementation  of  this  unportant  part  of 
the  long-range  improvement  progi-am.  It  would  result  in  less  than  full  utiliza- 
tion of  personnel  resources  already  directed  toward  the  preparations  for  this 
survey.  The  professional  personnel  necessary  to  carry  out  the  expansion  are 
in  the  scarce-skill  category  and  their  loss  would  seriously  handicap  the  agency, 
not  only  in  fiscal  year  1965  but  in  succeeding  years.  In  addition,  such  a delay 
would  nullify  to  some  degree  other  costs  already  incurred  in  the  required  exten- 
sive preparation  for  such  a survey. 

The  June  survey  is  basic  to  project  A (structure  for  providing  more  reliable 
State  and  National  data  on  farm  production)  of  the  agency’s  long-range  program 
for  improvement  of  the  crop  and  livestock  estimates. 


Agricultural  Marketing  Service 


1965  funds 

Previously 

appropri- 

ated 

Proposed 
supplemental 
appropri- 
ation or 
transfer 

Revised 

estimate 

Marketing  services 

$39, 487, 000 

-f  $1, 000, 000 

$40, 487, 000 
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Need  for  supplemental  funds 

An  additional  $1  million  is  required  to  meet  increased  pay  costs  resulting  from 
Public  Law  88-426,  approved  August  14,  1964.  Total  increased  pay  costs  for 
this  appropriation  are  estimated  at  $1,324,000.  Of  this  amount,  $324,000  will 
be  absorbed  through  continuing  emphasis  on  management  improvements  in  all 
program  operations. 

In  keeping  with  the  President’s  policy  to  hold  down  all  costs,  improved  methods 
of  operation  continue  to  be  introduced.  For  example,  to  the  extent  practicable, 
the  mandatory  poultry  inspection  program  is  using  intermittent,  rather  than 
full-time  employees  to  reduce  standby  time  and  travel  costs.  Other  commodity 
inspection  and  grading  programs  are  also  following  this  practice  wherever 
possible.  Economies  are  also  being  stressed  for  other  objects;  such  as,  travel, 
communications,  and  equipment. 

For  the  pay  increase  effective  July  5,  1964,  appropriation  is  being  requested 
for  only  about  42  percent  of  the  total  increased  pay  costs  for  this  Service. 
Further  absorption  under  the  “Marketing  services”  appropriation  would  have  a 
serious  impact  on  programs  during  the  remaining  months  of  the  fiscal  year 
and  a continuing  adverse  impact  on  1966.  The  peak  seasonal  program  activity 
in  tobacco  and  poultry  inspection  and  cotton  classing  is  for  the  most  part  com- 
pleted. Therefore,  any  additional  absorption  of  pay  costs  would  have  to  be 
accomplished  after  increased  pay  costs  have  already  been  incurred  for  peak 
seasonal  activities. 

The  impact  of  further  absorption  of  pay  costs  would  necessarily  fall  most 
heavily  on  programs  other  than  the  seasonal-type  activities  indicated  above. 
These  would  include  administration  of  regulatory  programs  : such  as  the  Packers 
and  Stockyards  and  United  States  Warehouse  Acts;  market  news  programs; 
grain  inspection ; and  work  on  development  of  quality  standards  and  specifica- 
tions. Curtailment  of  these  activities  would  have  a direct  and  serious  effect  on 
the  agricultural  and  marketing  industries  which  rely  heavily  on  these  services 
for  eflScient  marketing  and  distribution  of  agricultural  commodities. 

Foreign  Agricultural  Service 


1965  funds 


Proposed 

Previously 

supplemental 

Revised 

appropri- 

ated 

appropri- 
ation or 
transfer 

estimate 

Salaries  and  expenses 

1 $23, 605, 000 

-^$305, 000 

$23,910,000 

1 Includes  $3,117,000  transferred  from  sec.  32, 


Need  for  supplemental  funds 

An  additional  $305,000  is  required  to  meet  pay  costs  resulting  from  Public 
Law  88-426,  approved  August  4,  1964.  The  total  increased  costs  for  this 
appropriation,  including  the  transfer  from  section  32  funds,  are  estimated  at 
$340,600.  Of  this  amount,  it  is  proposed  to  absorb  $35,600.  This  absorption 
will  be  made  with  lapses  created  by  the  delayed  filling  of  vacancies.  Further 
absorption  cannot  be  made  without  seriously  impairing  the  programs  carried 
out  by  the  Service. 

The  1965  appropriation  provided  no  increase  in  program  level  over  1964. 
Consequently,  increased  program  needs,  particularly  in  required  compliance 
checks  on  shipments  of  commodities  under  the  Public  Law  480  sales  program 
and  the  essential  expanded  supervision  of  the  cooperator  market  development 
program,  are  having  to  be  absorbed  within  funds  provided  to  continue  the  pro- 
:gram  at  the  1964  level. 
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Commodity  Exchange  Authority 


1965  funds 


Previously 

appropri- 

ated 

Proposed 
supplemental 
appropri- 
ation or 
transfer 

Revised 

estimate 

Salaries  and  expenses  _ 

$1, 119, 000 

-f  $50, 000 

$1, 169, 000 

Need  for  supplemental  funds 

An  additional  $50,000  is  required  to  meet  increased  pay  costs  resulting  from 
Public  Law  88^26,  approved  August  14,  1964.  Total  increased  costs  for  this 
appropriation  are  estimated  at  $50,000.  The  full  amount  of  the  estimated  pay 
act  costs  will  be  required  for  the  Commodity  Exchange  Authority. 

The  principal  objectives  of  the  Commodity  Exchange  Authority,  in  the 
enforcement  of  the  Commodity  Exchange  Act,  are  to  protect  the  pricing  and 
hedging  services  of  the  commodity  futures  markets  which  are  widely  used  by 
farmers,  merchandisers,  and  processors,  by  preventing  price  manipulation,  cheat- 
ing, fraud,  fictitious  commodity  transactions,  and  abusive  trade  practices. 

Enforcement  of  the  act,  requiring  supervision  over  17  commodity  exchanges 
designated  as  contract  markets,  and  approximately  450  brokerage  firms  and 
individuals  registered  as  futures  commission  merchants  and  about  750  indi- 
viduals registered  as  fioor  brokers,  is  a continuous  process.  The  program  is 
accomplished  by  the  licensing  of  futures  commission  merchants  and  fioor 
brokers  annually ; examination  and  analysis  of  reports  and  other  market  data ; 
auditing  of  books  and  records  of  brokerage  firms;  making  market  position 
surveys,  publication  of  reports  on  futures-market  statistics  and  special  reports 
on  futures-market  developments,  reviewing  and  enforcing  speculative  limits; 
investigation  of  apparent  or  alleged  violations  of  the  law  and  regulations; 
making  trade  practice  investigations  to  discover  violations;  preparing  and 
presenting  evidence  of  violations  in  administrative  hearings  and  judcial  pro- 
ceedings; and  reviewing  the  exchange  regulations  to  insure  that  legal  require- 
ments are  met. 

The  agency  continually  reviews  its  functions  to  see  where  reductions  could 
be  made  without  seriously  affecting  the  efficiency  or  responsibilities  of  the 
agency.  However,  the  situation  has  become  serious  over  the  years  due  to 
the  general  inflation  of  all  costs  and  especially  the  numerous  absorptions  of 
operating  costs  such  as  group  life  insurance,  increased  postal  rates,  etc., 
without  offsetting  increases  in  the  appropriation. 

Approximately  93  percent  of  the  funds  available  to  the  Commodity  Exchange 
Authority  represents  personnel  compensation  and  benefits.  With  the  present 
minimum  operating  staff,  approximately  123  man-years,  it  is  not  possible  to 
absorb  any  of  the  pay  act  costs  without  reducing  the  activities  of  the  agency, 
which  would  seriously  impair  the  effectiveness  of  the  agency  in  carrying  out 
its  assigned  responsibilities. 


Agricultural  Stabilization  and  Conservation  Service 


1965  funds 

Previously 

appropri- 

ated 

Proposed 
supplemental 
appropri- 
ation or 
transfer 

Revised 

estimate 

Expenses,  Agricultural  Stabilization  and  Conservation  Serv- 
ice: 

Direct  appropriation 

$105, 602, 000 
1 97, 474, 000 

-f  $2, 950, 000 
-f 1, 756, 100 

$108, 552, 000 
99, 230, 100 

Authorized  transfers  from  Commodity  Credit  Corporation. 
Total 

203,  076,  000 

-f4, 706, 100 

207,  782, 100 

1 Includes  tranfer  from  the  CCC  Fund  pursuant  to  Public  Law  88-297,  approved  Apr.  II,  1964,  authorizing 
the  use  of  CCC  funds  to  administer  the  wheat  diversion  program. 
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"Need  for  supplemental  funds  and  increase  in  authorized  CCG  transfers 

An  additional  $4,706,100  is  required  to  meet  increased  pay  costs  resulting  from 
Public  Law  88-426,  approved  August  14,  1964 — an  increase  of  $2,950,000  in  direct 
appropriation  and  an  increase  of  $1,756,100  in  total  transfers  from  the  Commodity 
Credit  Corporation.  Total  increased  costs  for  this  appropriation  account  are 
estimated  at  $6,192,876.  Of  this  amount,  $1,334,776  is  being  financed  by  the 
Commodity  Credit  Corporation  administrative  expense  limitation  ($1,293,000 
has  been  released  from  the  contingency  reserve)  and  $152,000  is  being  absorbed 
within  funds  made  available  by  direct  appropriation  through  savings  resulting 
from  increased  employee  productivity  and  special  surveys  of  operations  to  im- 
prove efficiency. 

Absorption  of  additional  pay  costs  is  not  feasible  due  to  the  fact  that  the  1965 
appropriation  provided  $8,960,000  less  than  requested  to  carry  out  the  workload. 
Also  certain  economies  anticipated  in  the  budget  are  not  materializing  to  the 
full  extent.  It  was  anticipated  that  acceptance  of  producer  certifications  on 
compliance  for  wheat  and  feed  grain  programs  coupled  with  a spot  check  in 
lieu  of  measuring  all  farms  by  reporters  would  be  applied  in  all  States  and 
counties  affected.  Actually,  this  procedure  is  being  used  on  a gradually  expand- 
ing basis  and  full  benefits  will  not  materialize  in  fiscal  year  1965. 

Federal  Crop  Insurance  Corporation 


1965  funds 


Previously 

appropri- 

ated 

Proposed 
supplemental 
appropri- 
ation or 
transfer 

Revised 

estimate 

Administrative  and  operating  expenses 

1 $7, 187, 000 

-f$291, 000 

1 $7, 478.  OOOt 

1 Excludes  $3,638,000  authorized  to  be  paid  from  premium  income. 


"Need  for  supplemental  funds 

An  additional  $291,000  is  required  to  meet  increased  pay  costs  resulting  from 
Public  Law  88-426,  approved  August  14,  1964.  This  amount  does  not  include 
increased  pay  costs  of  $46,000  covering  the  cost  of  loss  adjustments  and  crop 
inspections  paid  from  premium  income,  since  this  amount  is  being  absorbed 
within  the  amount  budgeted  for  this  activity.  This  amount  represents  a 14- 
percent  absorption  of  the  Corporation’s  total  pay  act  increase  cost. 

Any  additional  absorption  would  require  a decrease  in  the  volume  of  business 
below  the  estimate  reflected  in  the  budget.  If  it  were  necessary  to  absorb  the 
full  amount  of  the  pay  increase,  the  472,000  crops  insured  with  an  estimated 
premium  of  $36,800,000  providing  farmers  with  $590  million  of  protection  would 
have  to  be  reduced  by  12,000  crops  insured.  This  would  reduce  premium  income 
by  approximately  $936,000  and  insured  protection  by  $15  million.  In  addition, 
the  results  of  the  work  already  performed  during  1965  on  establishing  new 
counties,  actuarial  structure,  and  preliminary  selling  and  servicing,  could  not 
be  fully  utilized  if  a maximum  effort  to  expand  the  program  is  not  made. 


Rural  Electrification  Administration 


1965  funds 

Previously 

appropri- 

ated 

Proposed 
supplemental 
appropri- 
ation or 
transfer 

Revised 

estimate 

Salaries  and  expenses,  Rural  Electrification  Administration.. 

$11,  574, 000 

4-$360. 000 

$11, 934. 000» 
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Need  for  supplemental  funds 

An  additional  $360,000  is  required  to  meet  increased  pay  costs  resulting  from 
Public  Law  88-426,  approved  August  14,  1964.  Total  increased  costs  for  tbi& 
appropriation  are  estimated  at  $400,000.  Of  this  amount,  it  is  proposed  to  absorb 
$40,000.  Absorptions  will  be  made  through  the  intensified  efforts  to  increase 
the  productivity  of  REA  employees  and  by  concentrating  daily  upon  improve- 
ments in  techniques  and  procedures,  and  the  curtailment  or  elimination  of  activi- 
ties wherever  possible.  In  addition,  through  a vacancy  review  committee  which 
REA  has  had  for  several  years,  each  vacancy  is  reviewed  as  it  occurs,  whether 
by  voluntary  resignation,  retirement,  or  death,  to  determine  if  the  position  can 
be  eliminated  or  the  duties  absorbed  by  existing  employees  through  increased 
efficiency,  better  utilization  of  personnel,  or  changes  in  agency  operation.  Fur- 
ther absorptions  of  pay  act  costs  would  result  in  a reduction  of  personnel  below 
the  level  required  to  carry  out  the  minimum  essential  activities  that  would  be 
responsive  to  Appropriations  Committee  directives  in  connection  with  power 
survey  requrements  for  generation  and  transmission  loans  and  provide  for  the 
orderly  continuance  of  the  REA  programs. 


Faemers  Home  Administration 


1965  funds 

Previously 

appropriated 

Proposed 

supplemental 

appropriation 

Revised 

estimate 

Salaries  and  expenses:  Administration  of  direct  and  insured 
loan  programs 

$39, 533, 000 

700, 000 

$41,233, 000 

Need  for  supplemental  funds 

An  additional  $1,700,000  is  required  to  meet  increased  pay  costs  resulting 
from  Public  Law  88-426,  approved  August  14,  1964.  The  total  increased  costs 
for  all  funds  of  Farmers  Home  Administration,  including  this  appropriation, 
required  to  administer  the  direct  and  insured  loan  programs  are  estimated  at 
$1,908,100.  Of  this  amount,  it  is  proposed  to  absorb  by  administrative  action 
$208,100.  Further  absorptions  cannot  be  made  without  seriously  curtailing 
the  projected  loan-making  and  loan-servicing  activities. 

Through  careful  planning  and  day-to-day  management  employment  practices 
the  staff  of  Farmers  Home  Administration,  particularly  at  State  and  county 
levels,  and  with  very  little  increase  in  employment  have  progressively  absorbed 
program  increases  until  now  the  loan  making  and  loan-servicing  responsibilities 
per  man  in  most  offices  is  over  three  times  dollarwise  that  of  fiscal  year  1960  per 
man-workload.  Vigorous  efforts  to  keep  employment  down  are  being  continued 
at  all  levels  of  administration.  There  is  constant  effort  by  the  Staff  Manage- 
ment Committee  to  achieve  maximum  economies  through  tighter  management, 
redeployment,  simplification  of  procedures  and  stripping  work  to  essentials. 

The  proposed  supplemental  appropriation  of  $1,700,000  for  pay  act  costs  ap- 
portioned on  a deficiency  basis  in  the  fourth  quarter  of  1965  for  “Salaries  and  ex- 
penses” is  the  very  minimum  required  as  an  additional  appropriation. 


Rural  Community  Development  Service 


1965  funds 

Previously 

appropri- 

ated 

Proposed 
supplemental 
appropri- 
ation or 
transfer 

Revised 

estimate 

Salaries  and  expenses 

$123, 000 

4-$9, 000 

$132, 000 

44-864—6! 


-28 
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Need  for  supplemental  funds 

An  additional  $9,000  is  required  to  meet  increased  pay  costs  resulting  from 
Public  Law  88-^26,  approved  August  14,  1964.  Total  increased  costs  for  this 
appropriation  are  estimated  at  $9,000.  The  full  amount  of  the  estimated  pay 
act  costs  will  be  required  for  the  Rural  Community  Development  Service. 

This  Service  is  responsible  for  general  staff  coordination  of  the  rural  com- 
munity development  program  of  the  Department  to  assure  that  all  agencies  of 
the  Department  provide  effective  assistance  to  local  r>eople  in  attaining  the  per- 
manent economic  improvement  of  rural  areas.  With  the  present  minimum  staff 
under  this  item  of  eight  persons,  it  is  not  possible  to  absorb  any  of  the  pay  costs 
without  impairing  the  effectiveness  of  the  Service  in  carrying  out  its  responsi- 
bilities in  the  rural  community  development  program. 

Office  of  the  Inspector  General 


1965  funds 

Previously 

appropri- 

ated 

Proposed 
supplemental 
appropri- 
ation or 
transfer 

Revised 

estimate 

Salaries  and  expenses 

$9, 866, 000 

-|-$250, 000 

$10,116,000 

Need  for  supplemental  funds 

An  additional  $2.50,000  is  requested  to  meet  increased  pay  costs  resulting  from 
Public  Law  88-426,  approved  August  14,  1964.  Total  increased  costs  for  this 
appropriation  are  estimated  at  $360,000.  Of  this  amount,  it  is  proposed  to  absorb 
$110,000  by  curtailing  employment  and  restricting  current  programs.  Further 
absorptions  cannot  be  made  without  reducing  the  current  staff  further  below  the 
absolute  minimum  required  to  meet  the  current  program  needs  of  the  Department 
and  to  respond  to  the  new  programs  authorized  by  Congress.  In  addition  to  ab- 
sorbing increased  pay  costs,  the  Office  of  the  Inspector  General  has  had  to  absorb 
increased  workloads  such  as  that  created  by  the  expanding  food  stamp  program 
while  the  large  backlog  of  investigations  continues  to  grow.  Further  absorptions 
would  be  impossible  if  the  minimum  level  of  necessary  service  is  to  be  maintained 
by  this  oflice. 

Office  of  the  General  Counsel 


1965  funds 


Previously 

appropri- 

ated 

Proposed 
supplemental 
appropri- 
ation  or 
transfer 

Revised 

estimate 

Salaries  and  expenses  

$3,853, 000 

-t-$186, 000 

$4, 039, 000 

Need  for  supplemental  funds 

An  additional  $186,000  is  required  to  meet  increased  pay  costs  resulting  from 
Public  Law  88-426,  approved  August  14,  1964.  Total  increased  costs  for  this 
appropriation  are  estimated  at  $186,000.  The  full  amount  of  these  increased 
pay  costs  will  be  required  if  the  Office  is  to  provide  adequate  legal  service  to  the 
Department.  Increased  program  activity  in  the  Department  in  recent  years  has 
resulted  in  a marked  increase  in  requests  for  legal  services.  There  has  not  been 
a corresponding  increase  in  employment.  The  present  staff  is  able  to  handle  the 
additional  workload  only  through  more  effective  manpower  utilization.  Any  ab- 
sorptions of  the  increased  pay  costs  would  require  a reduction  in  the  planned 
staffing.  This  would  mean  either  delays  or  inability  to  comply  with  some  re- 
quests for  legal  services.  It  would  also  limit  the  attention  that  could  be  given 
to  other  requests  for  legal  services. 
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Office  of  Information 


1965  funds 


Previously- 

appropri- 

ated 

Proposed 
supplemental 
appropri- 
ation or 
transfer 

Revised 

estimate 

Salaries  and  expenses  _ - 

$1, 648, 000 

-f  $41, 000 

$1, 689, 000 

Need  for  supplemental  funds 

An  additional  $41,000  is  required  to  meet  increased  pay  costs  resulting  from 
Public  Law  88-426,  approved  August  14,  1964.  Total  increased  costs  for  this 
appropriation  are  estimated  at  $50,000.  Of  this  amount,  it  is  proposed  to  absorb 
$9,000.  The  Office  already  has  made  adjustments  of  available  funds  to  the 
extent  practicable  in  changing  information  direction  and  emphasis  in  support 
of  the  Department’s  current  policies  and  programs.  To  make  further  adjust- 
ments would  mean  reducing  information  services  to  farmers  and  farm-related 
industries  on  research  and  program  developments,  services  to  consumers  and 
rural  communities  through  new  channels  of  communications  which  have  been 
opened  with  great  effort  in  recent  months,  and  reduction  in  printing  bulletins 
and  leaflets. 

National  Agricultural  Library 


1965  funds 


Previously 

appropri- 

ated 

Proposed 
supplemental 
appropri- 
ation or 
transfer 

Revised 

estimate 

Salaries  and  expenses __  

$1, 547, 000 

-f  $52, 000 

$1,599, 000 

Need  for  supplemental  funds 

An  additional  $52,000  is  required  to  meet  increased  pay  costs  resulting  from 
Public  Law  88-426  (approved  August  14,  1964).  Any  reduction  in  the  amount 
requested  would  result  in  direct  curtailment  of  the  Library’s  support  of  the 
Department’s  research  program  on  iiesticides  residues,  and  would  require  the 
elimination  of  essential  reference  and  bibliographic  services  to  scientists  conduct- 
ing such  research. 

Office  of  Management  Services 


1965  funds 


Proposed 

Previously 

supplemental 

Revised 

appropri- 

ated 

appropri- 
ation or 
transfer 

estimate 

Salaries  and  expenses:  Management-support  activities.. 

$2,463, 000 

-f  $20, 000 

$2,483, 000 

Need  for  supplemental  funds 

An  additional  $20,000  is  required  to  meet  increased  pay  costs  resulting  from 
Public  Law  88-426,  approved  August  14,  1964.  Total  increased  costs  for  this 
appropriation  are  estimated  at  $90,000.  Of  this  amount,  it  is  proposed  to  absorb 
$70,000.  Absorptions  are  being  made  through  a reduction  in  total  staffing  needs, 
delay  in  mechanization  of  property  records,  and  a more  restrictive  policy  on 
the  purchase  of  office  equipment  and  furniture.  Further  absorptions  cannot  be 
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made  without  additionally  decreasing  the  quality  and  effectivenses  of  the  man- 
agement services  performed  by  OMS  for  several  agencies  in  the  Department  of 
Agriculture. 

General  Administration 


1965  funds 

Previously 

appropri- 

ated 

Proposed 
supplemental 
appropri- 
ation or 
transfer 

Revised 

estimate 

Salaries  and  expenses  --  - - - - 

$3,314,000 

-f$239, 000 

$3, 553, 000 

Need  for  supplemental  funds 

An  additional  $239,000  is  required  to  meet  increased  pay  costs  resulting  from 
Public  Law  88-426,  api>roved  August  14,  1964.  The  full  amount  of  the  estimated 
pay  act  costs  will  be  required  in  the  Office  of  the  Secretary  and  the  staff  offices 
comprising  General  Administration.  The  activities  financed  under  this  appro- 
priation are  for  the  expenses  of  the  immediate  Office  of  the  Secretary  with  its 
broad  responsibilities  for  the  development  of  national  agricultural  policies  and 
the  general  management  of  the  Department  with  its  varied  and  complex  activities. 
Specific  departmental  functions  are  also  financed  under  this  item  which  includes 
budgetary  and  financial  administration,  personnel  administration,  general  opera- 
tions, management  appraisal  and  systems  developement,  regulatory  hearings  and 
decisions,  and  the  National  Agricultural  Advisory  Commission. 

The  offices  continually  review  their  functions  to  see  where  reductions  could 
be  made  without  seriously  affecting  the  efficiency  or  responsibilities  of  the  offices. 
However,  the  situation  has  become  critical  over  the  years  due  to  the  numerous 
absorptions  of  operating  costs ; such  as,  group  life  insurance,  increased  travel 
costs,  security  investigations,  increased  postal  rates,  etc.,  without  offsetting  in- 
creases in  the  appropriation.  Great  demands  are  constantly  being  placed  on  the 
Secretary  to  furnish  comprehensive  and  effective  leadership  over  the  Depart- 
ment’s programs.  To  assure  that  the  many  responsibilities  of  the  Secretary  are 
effectively  carried  out,  capable  staff  of  the  Office  of  the  Secretary  and  staff  offices 
are  required  to  assist  him  in  providing  the  necessary  planning,  direction,  coordina- 
tion, and  leadership  in  carrying  out  the  programs  of  the  Department.  It  would 
not  be  possible  to  absorb  any  of  the  pay  act  costs  without  seriously  impairing 
the  effectiveness  of  the  offices  in  carrying  out  responsibilities  in  the  overall  direc- 
tion of  the  Department  and  the  discharge  of  responsibilities  in  budget  and 
finance,  personnel,  management  appraisal  and  systems  development,  and  general 
service  functions. 

Mr.  Whitten.  Gentlemen,  the  committee  has  had  numerous  Mem- 
bers of  Congress  call  our  attention  to  items  that  appear  before  us. 
Quite  a number  have  been  interested  in  the  screw-worm  program 
as  well  as  in  the  emergency  funds. 

Screw- Worm  Eradication 

WITNESS 

HON.  CARL  ALBERT,  A REPRESENTATIVE  IN  CONGRESS  FROM  THE 
STATE  OF  OKLAHOMA 

We  shall  hear  first  the  Honorable  Carl  Albert,  the  majority  leader 
and  longtime  member  of  the  Committee  on  Agriculture. 

Mr.  Albert.  Mr.  Chairman,  I first  want  to  express  my  appreciation 
to  you  and  the  members  of  this  committee  for  the  opportunity  to  ap- 
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pear  before  you  today.  I have  come  to  register  my  strong  support  for 
the  request,  made  earlier  this  afternoon,  by  representatives  of  the 
U.S.  Department  of  Agriculture,  for  the  appropriation  of  $550,000 
to  be  used  as  matching  funds  by  the  Department  in  behalf  of  screw- 
worm  fly  eradication  activities  in  the  southwest  part  of  the  United 
States. 

I have  been  advised  by  the  Oklahoma  Cattlemen’s  Association  that 
there  is  no  finer  program  conducted  by  the  U.S.  Government  in  our 
part  of  the  country  than  the  screw-worm  fly  eradication  program. 
Unfortimately,  the  funds  appropriated  for  this  program  for  the  pre- 
sent fiscal  year  should  be  completely  expended  by  the  end  of  this 
month. 

It  is  my  understanding  that  more  than  half  of  the  funds  that  must 
be  raised  to  match  the  proposed  $550,000  supplemental  appropriation 
have  already  been  raised  and  that  efforts  to  raise  the  remaining  amount 
are  well  underway.  Any  consideration  this  committee  can  give  to 
this  supplemental  appropriation  request  will  be  forever  appreciated 
by  my  many  cattlemen  constituents  and  by  me. 

Thank  you  again,  Mr.  Chairman,  for  the  opportunity  to  appear 
here  today. 

Screw- Worm  Eradication 
WITNESS 

HON.  W.  B.  POAGE,  A BEPBESENTATIVE  IN  CONGBESS  EBOM  THE 

STATE  OF  TEXAS 

Mr.  Whitten.  Several  of  our  friends  from  Texas  are  here  to  remind 
the  committee  of  the  importance  of  some  of  these  subjects  that  are  be- 
fore us,  including  the  chairman  of  our  own  Appropriations  Committee, 
Mr.  Mahon. 

We  have  with  us  the  vice  chairman  of  the  Committee  on  Agriculture, 
the  Honorable  W.  E.  Poage,  of  Texas,  whose  interest  in  things  agri- 
cultural has  been  widely  recognized  throughout  the  years.  Wq  are 
very  glad  to  have  him  before  the  committee. 

Mr.  Poage.  Thank  you,  Mr.  Chairman  and  members  of  the 
committee. 

Mr.  Chairman  and  members  of  the  committee,  I appear  here  today 
and  I appeared  here  at  some  length  last  year  and  discussed  this  screw- 
worm  situation.  I think  this  year  all  that  is  necessary  to  remind  the 
committee  is  that  the  work  is  not  finished,  or,  at  least,  while  at  the 
present  time  we  seem  to  have  completed  eradication  of  it,  there  must 
be  a barrier  maintained  or  else  we  will  lose  all  that  we  have  invested. 

sterile  ]male  fly  technique 

I think  the  screw- worm  campaign  is  the  greatest  tribute  to  pure  sci- 
ence I know  of  anywhere.  There  is  hardly  a time  when  any  of  us  goes 
home  but  somebody  chides  us  about  spending  money  on  tlie  love  life 
of  the  bullfrog  or  something  of  that  kind.  There  is  no  way  that  we 
could  have  eradicated  the  screw- worm  except  by  pure  scientific  study, 
and  it  was  pure  science  and  not  applied,  a study  of  the  love  life  of 
these  flies.  Somebody  did  it  a number  of  years  ago. 
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Then  another  man  came  along  and  said,  “Well,  now,  look — that 
offers  an  opportunity  to  control  this  pest  by  irradiation  of  the  fly  and 
destroying  the  virility  of  the  male.  We  will  be  able  to  create  a situa- 
tion where  there  simply  will  not  be  reproduction  of  the  flies,  and  with- 
in a season  we  will  be  rid  of  the  flies ; and  we  have  gotten  rid  of  them. 

I believe  we  had  42  cases  in  the  whole  State  of  Texas  last  year.  Wlien 
I was  a boy  out  in  west  Texas,  and  I lived  up j)ii  the  north  end  of  the 
State — this  was  the  screw- worm  area.  Every  calf  we  dropped  from 
frost  to  frost  had  to  be  treated  or  else  we  were  going  to  lose  them  with 
screw- worms.  That  was  the  situation  over  a vast  area. 

Now,  we  have  those  screw- worms  controlled.  We  do  not  have  any 
screw- worms.  Of  course,  if  we  do  not  keep  this  work  up  along  the 
Mexican  border,  we  will  have  them  again  within  6 weeks.  Because 
right  now,  in  the  next  few  weeks,  they  are  going  to  be  hatching  in 
Mexico  and  begin  coming  across.  It  is  now  a matter  of  maintaming  a 
barrier.  We  had  hoped,  and  we  still  hope,  the  time  will  come  when 
the  Department  and  this  committee  will  find  that  there  is  a practical 
method  of  dealing  with  Old  Mexico  whereby  we  can  move. 

Mr.  Whitten.  You  are  expecting  a lot  out  of  this  committee,  are 
you  not  ? 

Mr.  PoAGE.  We  do  expect  lots  out  of  this  committee,  Mr.  Chairman, 
because  we  have  seen  it.  It  is  because  you  are  able  to  do  such  a good 
job  that  we  have  confidence  in  you  doing  it  here.  Certainly  the  foot- 
and-mouth  disease  was  a much  more  difficult  problem  than  the  screw- 
worm  as  far  as  eradication  is  concerned.  Although  the  foot-and-mouth 
disease  never  did  have  anything  like  the  spread  in  the  United  States, 
never  did  have  anything  like  the  number  of  cases  in  the  United  States 
that  we  have  of  screw-worm.  But  the  eradication  of  the  screw- worm 
seems  to  be  comparatively  simple,  compared  with  the  eradication  of  the 
foot-and-mouth  disease.  You  did  a fine  job  on  foot-and-mouth  disease. 
It  has  been  eradicated  and  believe  me  the  same  thing  can  be  done  with 
the  screw- worm.  We  believe  it  can  be  pushed  back  to  the  isthmus  of 
Tehuantepec,  where  the  barrier  line  would  be  so  much  cheaper  than 
it  will  be  along  the  Rio  Grande  and  the  border  of  New  Mexico,  Arizona, 
and  California.  With  a long  line  to  hold,  you  naturally  have  a greater 
expense  than  with  a short  line. 

Be  that  as  it  may,  the  problem  now  is  that  the  Southwest  simply 
must  not  be  reinfested  with  screw-worms.  Because  we  have  a lot 
invested  and  we  will  be  back  where  we  were.  We  do  not  think  this 
committee  is  going  to  let  that  happen.  We  feel  we  should  come  before 
you  and  let  you  know  that,  while  we  in  Texas  feel  rather  strongly 
that  we  are  still  a part  of  the  Union  and  the  Federal  Government 
ought  to  help  us  with  certain  things. 

Mr.  Whitten.  You  mean  the  biggest  part? 

Mr.  PoAGE.  We  say  the  best  part,  Mr.  Chairman. 

We  have  put  money  into  the  program  to  the  tune  of  several  million 
dollars. 

I have  a wire  sent  today  from  Mr.  Scruggs,  who  is  chairman  of 
the  Screw- Worm  Commission  Committee  in  Texas,  advising  us  of 
their  interest  and  that  they  will  also  provide  an  additional  amount 
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of  $250,000.  It  is  my  understanding  that  the  Legislature  of  Texas 
has  already  f>rovided  their  funds  but  put  the  proviso  that  none  should 
be  spent  mitil  matched  by  the  Federal  Government. 

Now,  of  course,  these  producers  have  got  to  raise  the  money  by 
local  contributions.  That  is,  of  course,  on  the  theory  that  we  will 
make  provision  to  contmue  this  through  the  fiscal  year.  We  are 
hopeful  this  committee  will  recognize  that  there  is  just  as  much  a 
matter  of  maintaining  quarantine  on  this  as  maintaining  quarantine 
on  any  other  pest  that  comes  in  from  foreign  places.  The  only  place 
the  screw- worm  fly  can  come  in  now  is  from  Mexico.  There  are 
not  any  in  Texas  or  New  Mexico  at  the  present  time;  and  we  have  a 
system  of  interstate  inspection  of  livestock  shipments  to  prevent 
reintroduction  of  the  screw- worm  fly  from  any  other  State. 

I agree  they  will  be  there  within  a matter  of  weeks  unless  we  keep 
them  out  by  the  barrier.  It  is  the  same  sort  of  thing  as  keeping  out 
other  pests  that  come  in.  So  we  are  sure,  of  course,  you  will  recognize 
that  since  we  have  completed  the  cleanup  of  the  program,  that  the 
Federal  Government  will  carry  on  the  quarantine  along  the  interna- 
tional border  just  the  same  as  we  carry  on  other  quarantines.  But, 
the  immediate  thing  is  to  maintain  the  program  this  spring  and  not 
let  it  get  away.  That  involves  an  appropriation  of  $550,000  now  for 
the  rest  of  the  fiscal  year  which  the  State  of  Texas  is  going  to  match 
now.  I don’t  know  whether  New  Mexico,  or  other  States,  are  putting 
in  anything  or  not.  We  are  not  even  asking  because  we  know  we  have 
got  enough  at  stake  that  we  cannot  afford  to  do  otherwise.  We  know 
that  the  screw-worms  get  up  into  Oklahoma,  in  Colorado,  Kansas,  and 
get  into  Missouri.  They  get  over  into  Arkansas  and  Louisiana.  We 
know  that  there  is  a wide  area  that  is  affected  by  screw-worms,  but  we 
know  that  our  own  losses  are  so  great,  and  I can  remember  riding  out 
and  doctoring  those  calves  so  well,  that  I just  know  that  our  own  people 
cannot  afford  to  let  this  thing  go  by.  We  are  going  to  do  whatever 
we  have  to. 

We  hope  that  you  gentlemen  will  treat  us  like  you  treat  the  rest  of 
the  Nation  and  that  is  all  that  we  ask  of  you. 

Mr.  Whitten.  Mr.  Poage,  we  wish  to  thank  you  for  your  state- 
ment. 

I would  say,  for  the  record,  the  subcommittee  helped  initiate  this 
program  to  eradicate  the  screw- worm,  and  we  are  proud  to  have  a part 
in  that  work.  This  program  was  begun  at  your  request  and  at  the  re- 
quest of  Congressmen  from  many  other  States.  I understand  that  the 
eradication  program  is  substantially  complete,  and  that  under  the  1966 
budget,  as  proposed,  our  policy  would  be  revised  to  establish  a program 
for  maintaining  a barrier  zone  financed  entirely  by  the  Federal  Gov- 
ernment. We  will  consider  this  proposal  during  our  upcoming  hear- 
ings on  the  1966  budget. 

I would  point  out  that  last  year  the  subcommittee,  due  to  the  interest 
of  our  chairman,  Mr.  Mahon,  yourself,  and  Mr.  Morris  and  other  mem- 
bers from  the  affected  areas,  recommended  an  appropriation  of  $250,- 
000,  free  of  the  rnatching  provision,  for  the  purpose  of  keeping  track 
of  developments  in  the  field.  We  do  not  feel  that  this  was  comparable 


to  establishing  a f nil-scale  program  financed  entirely  by  the  Federal  |j 
Government.  You,  yourself,  are  aware  of  what  a tough  job  it  is  get-  , 
ting  budgeted  items  through  the  Congress.  It  is  not  always  what 
the  committees  recommend  that  passes. 

W e wish  to  thank  you  for  your  statement.  j 

Screw- Worm  Eradication 

WITNESS 

HON.  ELIGIO  DE  LA  GARZA,  A REPRESENTATIVE  IN  CONGRESS  FROM 

THE  STATE  OF  TEXAS 

Mr.  Whitten.  We  also  have  with  us  another  Member  from  Texas, 
Mr.  de  la  Garza,  who  is  very  much  interested  in  the  screw-worm  eradi- 
cation program.  May  I say,  he  is  interested  in  many  other  programs  of 
the  Department  of  Agriculture.  We  hear  from  him  quite  regularly.  | 
W e welcome  your  interest  and  your  statement.  | 

Mr.  DE  LA  Garza.  Mr.  Chairman,  I appreciate  and  am  grateful  for  j 
your  graciousness  to  allow  me  to  testify  on  this  program  and  all  other  i 
programs  affecting  our  State. 

I personally  was  part  of  the  group  in  the  Texas  Legislature  as  a 
member  of  the  house  that  initiated  the  legislation  for  this  program  on 
the  State  level,  and  since  becoming  a Member  of  the  Congress,  I in-  ! 
herited  the  factory  that  produces  the  flies.  It  is  in  my  district  and  a ! 
short  distance,  actually,  from  the  place  where  I live.  So,  you  can 
surely  see  my  interest  in  the  continuation  of  the  program. 

I Avould  like  nothing  else  except  to  adopt,  with  the  kind  permission 
of  Mr.  Poage,  his  remarks  to  the  committee  in  order  to  expedite  the 
hearing  and  to  give  you  all  of  the  necessary  time  for  other  things  that 
you  might  be  interested  in. 

Mr.  Whitten.  Thank  you,  Mr.  de  la  Garza. 

Screw- Worm  Eradication 
WITNESS 

HON.  SPEEDY  0.  LONG,  A REPRESENTATIVE  IN  CONGRESS  FROM  THE 

STATE  OF  LOUISIANA 

Mr.  Whitten.  At  this  point  we  shall  hear  from  our  colleague.  Rep- 
resentative Speedy  O.  Long  from  the  State  of  Louisiana.  We  want  to 
welcome  you  here  this  afternoon,  Mr.  Long.  Please  proceed.  '! 

Mr.  Long.  Mr.  Chairman  and  members  of  the  committee,  my  pur-  | 
pose  in  appearing  today  before  this  committee  is  to  request  the  ap-  I 
proval  of  the  authorization  of  $550,000  in  supplemental  funds  for  use  | 
during  fiscal  year  1965  to  assure  continuation  of  the  screw-worm  pro-  || 
gram  through  June  30, 1965.  |j 

I don’t  think  that  I should  go  into  a long  discussion  pertaining  to  i 
the  definition  of  the  screw- worm  or  the  screw- worm  fly  {C ochliomyia  | 
hominivorax) , or  to  the  overall  purpose  of  the  screw- worm  program.  I 
am  sure  that  we  all  realize  that  this  artificial  barrier  is  a must  if  we  f 
are  to  prevent  a spreading  of  Mexican  screw- worm  flies,  which  spread-  ^ 
ing,  if  not  halted,  will  be  disastrous  to  our  cattlemen  and  the  cattle 
industry. 
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I understand  that  a relative  mild  wiiiter  in  northern  Mexico  has  per- 
mitted large  numbers  of  screw-worms  to  survive  and  multiply.  This 
will  probably  increase  the  threat  of  the  worms  into  the  United  States 
because  these  flies  migrate  with  changing  of  the  seasons. 

The  release  of  sterile  flies  has  been  a great  step  forward  in  reducing 
the  screw-worm  infestation.  However,  we  must  continue  not  only  the 
release  of  the  sterile  flies,  but  constant  animal  inspection  and  we  must 
extend  an  educational  program  to  keep  our  cattlemen  aware  of  the 
status  of  this  pest  and  what  to  do  for  its  eradication.  The  States  and 
livestock  producers  have  given  this  program  full  support  as  bemg  a 
sound  economic  program. 

Until  such  time  as  we  have  succeeded  in  suppressing  the  threat  of 
reentry  of  the  Mexican  fly,  it  is  our  duty  and  responsibility  to  guard 
closely  against  cutting  or  laying  aside  this  important  barrier. 

^Ir.  Chairman  and  members  of  the  House  Appropriations  Subcom- 
mittee on  Agriculture,  I urge  you  to  do  everything  within  your  power 
to  continue  the  screw-worm  program  and  to  approve  the  authoriza- 
tion of  $550,000  in  supplemental  funds  for  use  during  fiscal  year  1965 
to  assure  continuation  of  the  screw- worm  program  through  June  30, 
1965. 

Thank  you. 

Emergency  Conservation  Assistance  for  Flood  Disaster  Areas  op 

California 

WITNESS 

I HON.  HAKOLD  T.  JOHNSON,  A REPRESENTATIVE  IN  CON- 

GRESS FROM  THE  STATE  OF  CALIFORNIA 

Mr.  Whitten.  Thank  you,  Mr.  Long. 

We  shall  hear  now  from  our  colleague,  Eepresentative  Harold  T. 
Johnson,  from  the  State  of  California.  We  want  to  welcome  you  here 
this  afternoon,  Mr.  Johnson.  Please  proceed. 

Mr.  J OHNSON.  Thank  you,  Mr.  Chairman. 

The  great  flood  disaster  in  northern  California  the  past  December 
and  January  has  been  reported  by  press,  radio,  and  television  through- 
out the  Aation.  In  addition  to  the  tragic  loss  of  life,  the  loss  or  dam- 
age to  homes  and  property  of  our  town  and  rural  people  has  risen  to 
millions  of  dollars. 

Damage  to  farmlands  and  soil  and  water  conservation  practices 
on  3,500  farms  has  amounted  in  14  counties  of  California  to  more 
than  $7  million. 

My  purpose  in  appearing  before  this  subcommittee — and  I am 
grateful  for  the  opportunity,  Mr.  Chairman — is  to  point  out  the 
urgency  of  action  needed  on  the  proposed  supplemental  appropria- 
tion to  help  farmers  and  ranchers  deal  with  the  new  conservation 
problems  created  by  these  previously  unequaled  floods. 

Immediately  after  the  89th  Congress  was  convened,  the  Speaker 
designated  a special  committee  of  the  House  Committee  on  Public 
Works  to  make  a reconnaissance  survey  of  this  area.  As  a member 
of  this  coimnittee,  which  I am  pleased  to  say  was  created  at  my  specific 
request,  I personally  had  the  opportunity  to  view  the  devastation 
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whicli  was  caused  by  the  floods  and  talk  with  the  farmers  and  others 
whose  property  had  been  destroyed.  Wliat  can  you  tell  a man  whose 
livestock  float  dead  and  bloated  in  the  water  that  still  covers  his 
farm  or  who  sees  the  water  recede  from  his  pasture  only  to  leave 
the  land  upon  which  he  has  worked  for  years  rutted,  eroded,  covered 
with  mud,  boulders,  trash  and  debris.  You  can  tell  Mm  only  that 
you,  as  his  representative  in  the  Federal  Government,  will  do  every- 
thing humanly  possible  to  see  that  his  Government  will  assist  him 
to  the  full  measure  of  its  capabilities. 

These  floods  have  destroyed  irrigation  systems — ditches,  dikes, 
dams,  and  other  structures  and  equipment^ — in  which  farmers  have 
heavily  invested  their  farm  earnings.  Orchards  and  vineyards  have 
been  uprooted,  or  so  covered  by  flood  deposits  of  silt,  sand,  etc.  that 
the  trees  and  vines  will  soon  die  if  such  debris  is  not  removed.  Pas- 
tures have  been  turned  into  acres  of  mud  and  debris.  Seeded  grasses 
and  legumes  on  much  land  have  already  been  destroyed,  and  the  land 
itself  is  now  being  further  damaged  in  its  unprotected  state.  Big 
gullies  and  holes  were  cut  or  gouged  into  good  farmland.  Such  land 
is  lost  unless  it  is  smoothed  and  otherwise  rehabilitated. 

The  serious  tiling  is  that  the  very  livelihood  of  more  than  3,000 
farm  families  in  California  alone  is  threatened  unless  they  get  the 
help  this  spring — this  month  or  next — that  they  must  have  to  salvage 
these  lands  and  restore  their  now  destroyed,  but  vital,  conservation 
practices. 

Our  agricultural  stabilization  and  conservation  county  committees 
are  already  doing  what  they  can  with  the  limited  regular  agricultural 
conservation  program  fmids,  along  with  some  special  funds  for  emer- 
gency conservation  measures  which  the  Department  of  Agriculture 
has  made  available  from  the  balances  of  previous  appropriations. 
But  so  great  are  the  need  and  farmers’  requests  for  help,  that  these 
funds  are  not  nearly  adequate  to  get  even  the  most  urgently  needed 
work  underway. 

California  farmers  who  are  eligible  for  this  assistance — and  whose 
economic  losses  have  been  so  great  due  to  these  floods  that  they  urgently 
need  the  aid — have  already  requested  this  emergency  ACP  help  far 
in  excess  of  the  special  funds  now  available  to  them.  While  our  ASC 
county  committees  are  being  as  judicious  as  they  can  with  the  funds 
available  to  them  for  this  aid,  they  are  facing  an  untenable  situation 
due  to  the  much  greater  extent  of  the  need  and  of  farmers’  requests. 

In  one  county,  for  instance,  where  200  farms  were  damaged  and 
more  than  $700,000  in  Federal  matching  funds  are  needed,  $30,000  is 
£ivailable. 

Five  counties  of  California  have  no  money  allocated  to  them  for 
emergency  work  even  though  727  farms  have  suffered  so  severely  that 
it  would  take  a minimum  of  a half -million  dollars  to  extend  emergency 
cost-sharing  assistance  to  the  farmers  as  provided  by  the  existing 
authorizations.  I might  note  these  are  conservative  estimates  pre- 
pared by  the  State  agricultural  stabilization  and  conservation  com- 
mittee. 

It  should  be  observed  that  these  are  matching-type  funds  and  that 
despite  the  great  losses  these  farm  families  have  suffered,  they  are 
required  to  pay  a substantial  part  of  the  cost  of  this  conservation 
und  land  restoration  work. 


> 
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Mr.  Chairman,  I again  cite  the  fact  that  nature  does  not  wait.  Un- 
less the  most  urgent  jobs  are  done  very  soon,  even  greater  damages 
will  accrue  and  thousands  of  farm  families  and  “Main  Street”  which 
depends  upon  them  will  suffer.  The  economy  of  these  communities 
and  wide  areas  around  them  already  is  in  desperate  trouble  because  of 
the  Christmas  week  disaster.  We  must  help  them  to  get  on  their  feet. 
That  is  why  this  Supplemental  Appropriation  Act  is  truly  a justified 
and  urgent  one. 

Thank  }mu. 

Emergency  Conservation  Measures 

WITNESS 

HON.  AL  ULLMAN,  A REPEESENTATIVE  IN  CONGRESS  FROM  THE 

STATE  OF  OREGON 

Mr.  Whitten.  Thank  jmu,  Mr.  Johnson. 

We  will  hear  now  from  our  colleague  Congressman  A1  Ullmaii 
from  the  State  of  Oregon.  We  want  to  welcome  you  here  this  after- 
noon, Mr.  Ullnian.  Please  proceed. 

Mr.  Ullman.  Mr.  Chairman,  I appreciate  this  opportunity  to  offer 
testimony  in  behalf  of  the  $10  million  fiscal  year  1965  suplemental 
budget  request  of  the  Agricultural  Stabilization  and  Conservation 
Service  for  “Emergency  conservation  measures.” 

In  testimony  before  the  Subconnnittee  on  Elood  Control,  House 
Committee  on  Public  Works,  I have  outlined  the  disastrous  effects  of 
the  December- January  floods  in  the  Pacific  Northwest. 

In  this  flood,  according  to  Ofnce  of  Emergency  Planning  statistics, 
Oregon  suffered  $242  million  of  damage — $147  million  to  the  private 
sector  of  its  economy. 

Of  particular  significance  to  this  committee  is  the  $55  million 
damage  to  Oregon’s  farm  resources — most  of  which  occurred  in  my 
district,  the  rural  two-thirds  of  Oregon — an  area  larger  than  any 
State  east  of  the  Mississippi. 

An  official  analysis  of  this  tremendous  damage  follows : 


1.  Total  estimated  damage  to  Oregon  farm  resources $55,  052,  000 

2.  A breakdown  of  tlie  total  into  tbe  following  categories  : 

(a)  Loss  or  damage  to  dwellings  on  farms  (including 

furnishings) 4,  419,  000 

(&)  Loss  of  livestock  and  poultry  (including  production  de- 
crease)   1,  765,  000 

(c)  Loss  or  damage  of  farm  buildings 2,540,000 

(d)  Loss  of  machinery  and  equipment  (including  cars  and 

trucks) 2,542,000 

(e)  Loss  of  crops,  including  pastures 8,  068,  000 

if)  Loss  of  topsoil,  gullies,  streambank  erosion,  etc 19,  386,  000 

(g)  Damage  to  irrigation  systems  (including  cost  of  res- 
toration ) 4,  250,  000 

(70  Debris  removal  (cost) 3,333,000 

(0  Loss  of  hay  and  other  stored  feed 3,  072,  000 

(j)  Cost  of  renovating  fences,  farm  roads,  bridges,  etc 3,  865.  000 

(7c)  Other 1,812,000 


Timber  and  agricultural  production  are  the  foundation  of  Oregon’s 
economy  and  presented  as  we  are  with  a staggering  $19  million  loss  to 
basic  soil  resources,  $8  million  crop  and  pasture  loss,  $4  million  loss  to 
irrigation  systems,  $3  million  debris  removal  problem  and  the  other 
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losses  previously  itemized.  Emergency  Federal  conservation  program 
aid  is  urgently  required  by  the  Oregon  farmer  and  rancher  to  get  back 
on  his  feet  and  become  once  again  a vital  element  in  our  economy. 

It  is  estimated  by  the  Department  of  Agriculture  officials  that  there 
is  in  the  State  of  Oregon  alone  $12  million  of  damage  eligible  for 
emergency  conservation  assistance.  By  the  most  conservative  esti- 
mates it  is  estimated  that  $7  million  of  this  emergency  conservation 
and  rehabilitation  work  will  be  carried  out  under  the  program  by  the 
landowners. 

In  the  past  several  weeks  it  has  been  my  constant  concern  in  dis- 
cussions with  administrative  leaders  to  press  for  an  expanded  program 
of  emergency  conservation  program  practices.  I am  pleased  to  report 
that  these  concerns  have  for  the  most  part  been  recognized  and  broad 
actions  by  the  Department  of  Agriculture  responding  to  the  needs  of 
Oregon’s  agricultural  resources  are  now  being  taken. 

Some  of  the  delay  experienced  in  achieving  this  objective  was  be- 
cause the  emergency  conservation  fund  of  the  ASCS  was  virtually 
depleted  prior  to  the  December- January  floods  due  to  other  major 
natural  disasters  which  ocurred  this  past  year  in  several  parts  of  the 
country.  The  Administration’s  supplemental  request  now  will  permit 
response  to  Oregon  and  other  Northwest  disaster  areas  similar  to  that 
made  during  the  year  to  Montana,  Ohio,  Nebraska,  Michigan,  Okla- 
homa, and  other  natural  disaster  scenes. 

In  your  considerations  in  this  subcommittee  I urge  you,  in  summary 
to  consider  five  main  points : 

1.  The  magnitude  of  agricultural  damage  to  the  Northwest  and 
Oregon  in  particular. 

2.  The  dependence  of  Oregon  on  its  agricultural  economy. 

3.  The  millions  of  dollars  being  spent  by  the  private  sector  in  re- 
pairing its  own  damages  and  the  estimate  that  $7  million  alone  from 
emergency  conservation  fund  source  will  be  required  for  the  Oregon 
program  alone. 

4.  The  virtual  depletion  of  the  emergency  conservation  fund  at  the 
time  of  the  Northwest  floods  due  to  expenditures  in  other  disaster 
areas  of  the  Nation. 

5.  The  necessity  for  rapid  action  in  order  to  prepare  and  restore 
the  soil,  remove  debris,  rehabilitate  irrigation  facilities,  rebuild  fences, 
replant  pastures,  etc.,  in  order  to  enter  the  coming  growing  season  with 
an  adequate  potential  for  agricultural  production  in  the  coming  year. 

In  closing  may  I again  give  my  support  to  this  supplemental  budget 
request  of  $10  million  for  the  Agricultural  Stabilization  and  Conser- 
vation Service  and  urge  the  affirmative  response  of  this  committee. 

Thank  you,  Mr.  Chairman,  for  this  opportunity  of  offering  my 
testimony. 

Emergency  Conservation  Measures 
WITNESS 

HON.  DON  H.  CLAUSEN,  A REPRESENTATIVE  IN  CONGRESS  FROM 

THE  STATE  OF  CALIFORNIA 

Mr.  Whitten.  Thank  you,  Mr.  Tillman. 

We  shall  hear  now  from  our  colleague.  Representative  Don  H. 
Clausen  from  the  State  of  California.  We  want  to  welcome  you  here 
this  afternoon,  Mr.  Clausen.  Please  proceed. 
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Mr.  Clausen.  Gentlemen,  I appear  before  you  in  behalf  of  the  $10 
million  supplemental  appropriation  request  to  provide  additional 
funds  to  carry  on  essential  emergency  conservation  measures  to  repair 
farmlands  and  rangelands  devastated  by  flood  waters. 

I cannot  stress  to  much  the  urgency  of  the  need  to  restore  our  flood- 
damaged  farmlands  to  productive  use.  It  is  my  firm  belief  that  it  is 
absolutely  essential  that  the  Congress  take  immediate  action  in  ap- 
proving the  supplemental  appropriation  pending  before  this  commit- 
tee. Anyone  familiar  with  farming  and  agriculture  can  imderstand 
the  urgency  of  permitting  the  farmers  to  reseed  early  in  the  spring 
under  the  currently  approved  Agricultural  Stabilization  Conservation 
Service  program.  I hope  you  gentlemen  will  be  sympathetic  to  our 
cause. 

To  enable  you  to  see  the  situation  we  face  from  people  actively  con- 
cerned with  the  mechanics  of  this  program,  I am  quoting  below  several 
letters.  Following  is  a commimication  from  Lewis  O.  Ulrich,  chair- 
man of  the  Del  ^^"orte  County  ASCS  Committee,  well  versed  in  agri- 
cultural matters,  citing  facts  and  figures  on  applications  for  a.ssistance, 
available  funds,  and  stressing  that  immediate  action  is  required  if  the 
farmers  are  going  to  have  any  kind  of  a crop  this  smnmer.  Besides 
being  faced  with  an  empty  coffer  in  ACP  fimds,  they’re  also  con- 
fronted with  credit  problems.  If  we  don’t  get  these  moneys  in  time, 
the  whole  agriculture  economy  of  the  area  will  suffer  a disastrous 
setback  from  which  it  will  take  years  to  recover.  [Reading:] 

Smith  River,  Calif.,  February  26, 1965. 

Hon.  Don  H.  Clausen, 

Memher  of  Congress, 

Gannon  House  O^ce  Buildmg, 

Washington,  D.C. 


Dear  Sir  : This  letter  is  in  reply  to  your  request  for  information  about  the 
agricultural  conservation  program  in  Humboldt  and  Del  Norte  Counties. 

In  Del  Norte  County  38  farmers  have  made  application  for  ACP  assistance. 
The  estimated  80  percent  cost-share  on  these  signed  applications  amounts  to 
over  $340,000.  To  date  Del  Norte  and  $31,000  to  cover  all  applications. 

In  Humboldt  County  475  farms  have  signed  up  for  ACP  assistance.  The  80 
percent  cost-share  amounts  to  $711,178.  To  date  Humboldt  has  $170,000  to  cover 
all  applications. 

There  is  doubt  in  the  minds  of  Del  Norte  farmers  about  getting  their  share  of 
the  allocations  of  ACP  funds.  To  date,  for  example,  Humboldt  got  $50,000  in 
the  last  allocation  and  Del  Norte  got  none. 

If  you  compare  Humboldt’s  $711,178  to  Del  Norte’s  $340,000  you  get  47  percent. 
Del  Norte  has  been  allocated  only  18  percent  of  the  funds  that  have  been  allo- 
cated so  far. 

The  urgency  of  getting  more  ACP  funds  allocated  is  no  small  matter.  Many 
farmers  are  taking  a slow  start  on  getting  their  land  back  to  normal  again. 
They  were  led  to  believe  that  they  would  get  80  percent  cost  sharing  on  restoring 
land.  Now  the  big  question  in  their  minds  is  how  much  money  they  can  count  on. 
Without  adequate  ACP  assistance  to  the  farmers,  the  equipment  operators,  seed 
dealers,  and  fertilizer  distributors  are  taking  a dim  view-  of  such  credit. 

If  the  farmers  don’t  get  started  soon  their  pastures  will  produce  little  forage 
this  summer.  This  adds  another  burden  to  the  dairy  farmer  because  he  will 
have  to  buy  more  high-priced  hay  and  concentrates.  The  overall  effect  is  a 
serious  loss  to  the  agricultural  economy  of  Del  Norte  County. 

Yours  very  truly. 


Lewis  O.  Ulrich. 


P.S.  The  figures  change  from  day  to  day  as  new  applications  arrive. 

The  second  letter  which  I have  received,  and  which  I wish  to  have 
made  a part  of  my  testimony,  is  a report  from  Mr.  John  Y.  Lenz, 
county  director  and  agricultural  adviser  of  Humboldt  County.  I 
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have  a great  deal  of  respect  for  John’s  native  ability  in  nnderstancling 
our  agreciiltural  problems,  and  his  letter  further  substantiates  the 
utter  chaos  that  will  result  in  our  agricultural  economy  if  some  help 
isn’t  forthcoming  soon  from  the  agricultural  conservation  payments 
program.  [Eeading :] 

Univeesity  of  California, 

Agricultijeal  Extension  Service, 

Humboldt  County, 
Eureka,  Calif.,  February  9,  1965. 

Congressman  Don  Clausen, 

Cannon  House  Office  Building, 

Washington,  D.C. 

Dear  Congressman  Clausen  : Mrs.  Lois  King  called  me  yesterday  and  indi- 
cated you  would  like  to  have  a written  report  from  me  on  the  status  in  Humboldt 
County  of  the  agriculture  conservation  payments  program. 

It  appears  to  me  at  this  time  that  the  ACP  practices  for  the  “restoration  of 
flood-damaged  farmland  to  productive  use”  has  run  into  a financial  snag. 

As  you  will  remember,  when  you  were  in  the  district  immediately  after  the 
flood,  we  went  to  work  on  the  local  USDA  Committee  recommendations  for  a 
flood-damaged  farmland  practice.  This  was  approved  by  the  State  committee, 
and  subsequently  by  the  National  Committee,  as  an  emergency  practice  under 
the  agriculture  conservation  payments  program.  This  was  an  excellent  morale 
factor  for  the  people  that  were  damaged  so  severely  here  in  Humboldt  and  Del 
Norte  Counties. 

We  reported  to  the  congressional  subcommittee  hearing,  and  to  Senator  Mur- 
phy, that  this  program  was  approved  and  at  least  the  farm  folks  could  expect 
this  much  help  toward  restoring  the  damaged  lands.  We  estimated  at  that  time 
that  $585,000  would  be  necessary  to  cover  the  Government’s  (80  percent)  part  of 
the  cost-share  of  program.  We  were  informed  when  the  program  was  approved 
that  $100,000  was  available  in  order  to  get  started  on  the  program,  and  to  sign 
up  applicants.  Subsequent  to  that,  another  $20,150  has  been  allocated  to  Hum- 
boldt County  for  a total  of  $120,150. 

The  people  who  are  administering  the  program  are  now  very  cautious  about 
promising  people  that  they  will  get  approval  of  all  of  their  practices  as  ap- 
proved for  the  program,  because  of  lack  of  funds.  This  is  affecting  the  morale 
of  the  people  in  Humboldt  and  Del  Norte  Counties.  Some  of  them  have  made 
commitments  on  the  basis  that  the  program  was  approved  as  announced  to 
them.  Perhaps  some  decisions  to  go  back  into  business  have  been  made  because 
of  the  stated  program  approval  and  now,  with  the  limitation  or  lack  of  program, 
some  of  them  are  very  discouraged.  The  present  situation  is  very  hard  on  the 
morale  of  these  people  that  have  suffered  a great  deal  already. 

As  of  today,  February  9,  there  have  been  signed  up  by  the  ASCS  office  here 
in  the  agriculture  center  building  at  Eureka,  practices  that  when  completed 
would  call  for  Government  payments  amounting  to  $452,429.14.  This  involves 
365  applications.  We  also  feel  that  this  is  no  more  than  about  65  percent 
of  the  total  amount  that  will  be  applied  for  before  the  end  of  the  program 
year.  The  first  deadline  for  filing  for  practices  already  started  is  not  until 
February  15.  It  now  appears  that  our  original  estimate  of  $585,000  being 
necessary  for  the  Government’s  part  of  this  cost-share  program  was  a con- 
servative figure,  as  was  intended,  and  certainly  $120,150  is  not  going  to  go 
very  far  toward  meeting  this  obligation. 

The  matter  is  getting  urgent,  also,  from  the  standpoint  that  the  feed-and- 
seed  dealers  here  in  Humboldt  County  have  committed  themselves  for  quantities 
of  seed  and  fertilizer.  We  were  not  sure  that  there  would  be  sufficient  Salina 
cloverseed  to  do  the  job  here  in  the  county,  for  example.  So,  on  our  recom- 
mendation, the  dealers  very  early  committed  themselves  for  the  supplies  that 
were  available  in  California. 

Now,  with  the  limitations  of  funding  in  the  ASC  program,  the  local  office  has 
not  issued  any  purchase  orders  that  would  be  the  normal  procedure  to  funnel 
land  restoration  supplies  to  the  farm  people.  Demands  are  getting  quite 
great  on  the  dealers  and,  financially,  they  are  going  to  have  serious  trouble 
in  meeting  the  demands  without  the  normal  purchase  order  procedure  of  the 
ACP  program. 
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Another  note  of  urgency  is  that  we  have  been  having  some  phenomenal  days 
with  no  rain,  and  even  with  some  early  season  north  winds.  A lot  of  the  silted 
area  of  a lighter  texture  is  drying  out,  and  the  farm  people  are  anxious  to  get 
started  on  restoring  their  silted  and  flood-damaged  lands.  They  do  need  the 
help  of  the  AGP  program,  and  sufficient  funds  for  the  AGP  program  are  urgently 
needed.  The  same  situation,  although  not  as  extensive,  prevails  in  Del  Norte 
Gounty,  and  I am  sure  you  will  be  hearing  from  Del  Norte  separately  very  soon. 

I am  enclosing  a copy  of  the  agriculture  conservation  payments  program  as 
approved  for  the  emergency  funds  for  the  “restoration  of  flood-damaged  farm- 
lands to  productive  use”  to  show  you  the  extent  of  what  I am  sure  the  farm 
people  consider  a promise  from  their  Government,  and  the  foregoing  is  merely 
a status  report  of  how  this  program  looks  from  here  at  this  time — very 
discouraging. 

Sincerely, 


John  V.  Lenz, 

County  D irector  and  Farm  Adviser. 


The  county  committees  have  acted.  The  State  committees  have 
approved  their  request  and  final  implementation  of  their  applications 
simply  awaits  the  approval  of  this  committee  and  the  Congress.  The 
attached  report  which  I received  from  the  executive  director  of  the 
California  ASCS  Committee,  Mr.  Lee  A.  Seidell,  brings  to  light  the 
fact  that  more  than  the  $2,293,745  in  requested  emergency  ACP 
funds  will  be  needed  and  I am  inserting  Mr.  Seidell’s  report  in  my 
statement  for  your  added  information.  I hope  that  the  committee, 
in  its  wisdom,  will  see  fit  to  approve  the  increase  in  funds  that  appar- 
ently are  badly  needed.  [Beading:] 

U.S.  Depaktment  of  Agricuethre, 

Agricultural  Stabilization  and  Gonservation  Service, 

Galifornia  State  Office, 
Berkeley,  Calif.,  February  26, 1965. 

Hon.  Don  H.  Glausen, 

Bouse  of  Representatives, 

W asMngton,  D.C. 


Dear  Don  ; We  are  forwarding  for  your  use  information  regarding  the  agri- 
cultural conservation  program  and  the  status  of  emergency  agricultural  con- 
servation program  funds.  Enclosed  are  the  following ; 

1.  Tabulation  for  the  State  showing  the  farms  approved  for  one  or  more 
AGP  practices  and  the  county  allocation  for  each  county  in  the  State  under 
the  regular  AGP  for  1964.  For  your  convenience  we  have  marked  in  red 
the  counties  in  your  district. 

2.  A tabulation  showing  the  amount  of  emergency  AGP  funds  determined 
as  needed  by  the  State  USD  A disaster  committee,  the  allocation  that  has 
been  made  to  each  county,  and  the  value  of  requests  flled  by  farmers  as  of 
February  11,  196.5.  It  also  contains  estimates  of  the  county* USDA  disaster 
committees  as  to  farms  damaged  and  iimds  needed. 

Our  State  allocation  of  regular  AGP  funds  for  1964  is  $5,686,000  of  which 
approximately  $300,000  is  used  for  5-  and  1-percent  agreements  whereby  part 
of  the  funds  are  transferred  to  the  Soil  Gonservation  Service  and  the  Galifornia 
Division  of  Forestry  for  providing  technical  services  on  the  individual  farms 
in  connection  with  AGP  practices.  You  will  note  that  the  allocations  to  all 
counties  in  the  State  amount  to  $6,555,000.  This  is  due  to  the  fact  that  through 
experience  we  know  that  a certain  percentage  of  the  farmers  will  be  unable  to 
proceed  with  their  conservation  practices  even  though  they  have  been  approved 
or  will  not  earn  the  full  amount  committed.  The  actual  earnings  for  1964  plus 
5-  and  1-percent  transfers  will  be  right  in  line  with  our  total  allocation  of 


The  indications  are  that  counties  will  need  more  than  the  $2,293,745  requested 
in  emergency  AGP  funds  because  these  estimates  were  submitted  at  a time 
when  some  flooded  areas  were  not  accessible  and  the  extent  of  damage  could 
not  be  determined  in  detail.  We  have  received  an  allocation  of  $500,000  which 
is  far  below  our  needs. 

If  you  wish  any  additional  information  with  respect  to  either  the  regular 
agriculture  conservation  program  (AGP)  or  the  emergency  AGP,  because  of 
the  extensive  flood  damage  in  northern  Galifornia,  please  let  us  know.  ’ 
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Considerable  grain  is  being  moved  under  the  emergency  livestock  feed  pro- 
gram in  Humboldt  and  Del  Norte  Counties. 

It  was  nice  to  visit  with  you  last  December,  but  the  circumstances  were  most 
unfortunate. 

Sincerely  yours, 

Lee  a.  Seidell, 

Executive  Director,  California  ASG  Committee. 


Regular  ACP,  1964 


County 

Farms 

approved 

Allocation 

County 

Farms 

approved 

Allocation 

Alameda 

45 

$40,  715 

Placer  _ ... 

104 

$62, 100 

Alpine 

6 

16, 173 

Plumas 

40 

36  197 

Amador.. 

20 

25, 000 

P.iverside.  . 

252 

272’  QR2 

Butte.  . - 

177 

126,  810 

Sacramento 

168 

132  37R 

Calaveras _ 

50 

33, 313 

San  Benito 

70 

xoo,  ot  0 

65  567 

Colusa.. 

132 

152,  786 

San  Bernardino 

176 

85]  716 

Contra  Costa 

130 

52,  531 

San  Diego 

124 

77  414 

DelNorte..  .... 

46 

29,  217 

San  Joaquin 

512 

292*  840 

El  Dorado 

65 

57, 107 

San  Luis  Obispo 

95 

150’  816 

Fresno _ 

663 

405,  987 

San  Mateo 

30 

22  208 

Glenn --  . ..  .. 

193 

147,  985 

Santa  Barbara 

89 

132!  722 

Humboldt  . ..  

297 

136,  554 

Santa  Clara 

85 

69'  702 

Imperial...  . 

356 

450,  254 

Santa  Cruz 

47 

29’  082 

Inyo  _ - 

18 

12,  929 

Shasta 

196 

118  804 

Kern. 

320 

330,  640 

Sierra.  

15 

22'  306 

Kings - 

219 

131,  531 

Siskiyou 

215 

170’  868 

Lake  . 

72 

56, 050 

Solano 

146 

116,  453 

Lassen 

128 

103, 110 

Sonoma . .. 

250 

118^  621 

Los  Angeles  . 

54 

60,  000 

Stanislaus. 

318 

202  415 

Madera. - . 

291 

193,  545 

Sutter.  ... 

203 

104,  881 

Marin  . 

35 

25,  909 

Tehama  ._  . ... 

160 

I63’  995 

Mariposa...  

62 

47, 186 

Trinity 

9 

22’  791 

Mendocino  ..  

131 

93,  295 

Tulare  

776 

45L  096 

Merced  

347 

212,  568 

Tuolumne  . 

41 

19^  691 

Modoc - 

141 

117,  000 

Ventura  

113 

99I  821 

Mono  

25 

28,  327 

Yolo 

118 

107/534 

Monterey 

183 

136,  794 

Yuba 

89 

62^833 

80 

50, 145 



Np.vfi.da 

68 

4L  647 

Totals 

8,  803 

6,  552,  921 

Orange 

8 

25,  000 

21  For  the  same  reasons  that  the  Council  has  recommended  that  the  contribution  rate  paid  by  the  self- 
employed  toward  old-age,  survivors,  and  disability  insurance  be  set  in  the  long  run  at  no  more  than  1 percent 
of  earnings  higher  than  the  employee  rate,  the  Council  recommends  that  the  rate  paid  by  the  self-employed 
or  hospital  insurance  be  a comparable  0.1  percent  above  the  rate  paid  by  employees. 


Emergency  ACP  funds 


County 

Farms 

damaged 

County  esti- 
mates— 
emergency 
ACP  funds 
needed 

Emergency 
ACP  funds 
recommended 
by  USDA 
disaster 
committee 

Allocation 

Humboldt 

400 

$589, 000 

$589, 000 

$170, 150 

Del  Norte 

30 

152, 100 

100, 000 

31,000 

Lake 

200 

717,920 

149,  920 

30, 580 

Butte 

107 

103,  680 

103,  680 

0) 

Mendocino 

480 

105,  720 

100, 600 

45,  000  i 

Shasta.. 

350 

833, 872 

195, 120 

39, 800  1 

Siskiyou 

500 

190,  904 

154, 200 

31, 450  i 

Sonoma 

400 

146,  396 

140,396 

53,  640  ! 

Tehama 

550 

618, 875 

327, 354 

91,  780  i 

Trinity 

200 

128, 688 

128, 688 

0 

Napa - 

50 

29, 928 

29, 928 

6, 100 

Stanislaus 

100 

162,  750 

162, 750 

0) 

San  Joaquin 

20 

11, 625 

11, 625 

(>)  1 

Modoc 

300 

100,  484 

100, 484 

(0  i 

Total 

3,  687 

3,  891, 942 

2,  293,  745 

500, 000 

1 No  additional  funds  were  received  from  Washington  at  the  time  these  counties  were  designated  as  | 
disaster  counties. 
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So,  in  the  interests  of  the  farm  communities  of  my  district,  and 
other  farmers  similarly  affected  throughout  the  flood- devastated  west 
coast,  I urge  this  committee  to  take  favorable  action  on  the  President’s 
supplemental  appropriation  request,  and  ask  that  you  do  everything 
possible  to  expedite  the  passage  of  this  bill  through  the  House  and 
Senate. 

The  economy  of  the  region  has  suffered  an  extraordinary  blow,  and 
,we  must  do  everything  within  our  power  to  assist  these  downtrodden 
people  in  recovering  from  their  current  dilemma. 

Thank  you  gentlemen,  for  giving  me  an  opportunity  to  plead  their 
case. 

Screw- Worm  Eradication 

WITNESS 

CHARLES  FULLER,  SOUTHWEST  ANIMAL  HEALTH  RESEARCH 

FOUNDATION,  NEW  MEXICO  WOOL  GROWERS’  ASSOCIATION,  NEW 

MEXICO  CATTLE  GROWERS’  ASSOCIATION,  AND  NEW  MEXICO 

FARM  BUREAU 

Mr.  Whitten.  Thank  you,  Mr.  Clausen. 

We  turn  now  to  Mr.  Charles  Fuller.  I notice  that  he  is  from  the 
' State  of  New  Mexico.  His  appearance  was  made  possible  by  our 
colleague,  Mr.  Morris. 

Do  you  want  to  present  your  friend  from  New  Mexico  ? 

Mr.  Morris.  I would  be  honored  to. 

Mr.  Fuller  is  a sheepman  and  cattleman  from  Eoswell,  N.  Mex.  I 
* consider  him  an  expert  in  the  practical  application  of  what  the  result 
of  this  program  has  been  and  what  it  means  to  the  livestock  industry. 

! I am  delighted  that  he  could  come  here,  and  I want  to  thank  the 
chairman  of  the  subcommittee  and  the  chairman  of  the  full  committee, 
■ Mr.  Mahon,  for  their  courtesy  as  well  as  our  colleague  from  Illinois 
1 and  Minnesota.  My  appreciation  also  goes  to  Mr.  Natcher,  of  Ken- 
i tucky,  and  Mr.  Hull,  of  Missouri,  for  their  kindness  and  to  the  other 
) people  who  have  such  a vital  interest  in  this  program. 

Mr.  Whitten.  We  shall  be  glad  for  you  to  proceed,  Mr.  Fuller. 
I You  know  these  Congressmen  claim  they  know  a whole  lot  about  these 
i things,  but  you  are  the  expert. 

i Mr.  Fuller.  Thank  you  for  the  opportunity  to  appear  before  the 
j;  committee.  We  would  like  to  urge  favorable  consideration  of  the  sup- 
!v  plemental  appropriations  for  the  continuation  of  the  Southwest  screw- 
jv  worn  eradication  program  for  fiscal  1965. 

i No  program  has  meant  so  much  to  the  livestock  producers  of  the 
;i'(  Southern  United  States  in  recent  times  as  this  one.  It  is  unanimous 
|[  among  producers  from  Florida  to  California  that  eradication  of  the 
i|  screw- worm  has  been  the  greatest  benefit  to  ever  come  to  the  working 
' sheepman,  goat  producer,  cattleman,  and  wildlife  fancier. 

However,  unless  the  request  for  the  supplemental  emergency  funds 
!i‘  before  the  committee  is  approved,  this  program  must  be  halted.  The 
I'  consequences  are  so  serious  I hate  to  list  them. 

! However,  these  would  be  some  of  the  tragic  actions  that  would 
S'  result : 

! (1)  All  operations  would  have  to  be  stopped  by  mid- April  at  the 

jjl Mission,  Tex.,  facility;  some  400  employees  terminated  and  all  con- 
tracts closed. 

44-864—65 29 
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(2)  The  successful  eradication  program  that  has  freed  the  southern 

half  of  the  United  States  of  a terrible  pest  and  is  the  basis  for  hope 
for  control  for  most  insects  for  the  future,  would  be  thrown  out  and 
abandoned.  -- 

(3)  Livestock  producers  would  again  be  subjected  to  an  annual  $100 
million  loss  in  the  Southwest  alone.  The  Southeast  would  also  again 
be  infested. 

(4)  The  present  $12  million  Southwest  investment — $3  million  from 
producers  and  voluntary  contributors,  $3  million  from  affected  States, 
and  $6  million  from  Federal  funds,  would  be  wasted.  In  addition, 
the  some  $10  million  plus  previously  used  to  free  Florida,  Georgia, 
and  the  Southeast  would  be  wasted. 

Mr.  Mahon.  May  I interrupt?  You  are  one  of  several  who  have 
said  that  all  of  the  work  we  have  done  here  and  all  of  the  funds  we 
have  appropriated  heretofore  would  be  wasted  if  we  do  not  continue 
this  program.  I think  that  is  not  exactly  accurate.  This  would  be  a 
great  misfortune,  but  even  if  the  program  were  discontinued  there  is 
no  doubt  that  tens  of  thousands  of  dollars  have  already  been  saved  for 
these  people  as  a result  of  the  fact  that  they  have  been  free  for  a time 
of  the  screw- worm  and  some  good  has  been  done.  Of  course,  the  object 
of  the  program  would  not  be  really  achieved  unless  we  continued.  Do 
you  agree  with  that  ? 

Mr.  Fuller.  Yes.  The  potential  benefits  would  not  be  realized 
which  we  would  foresee  if  we  achieved  eradication.  It  would  be  a 
shame  to  come  back  and  be  reinfested.  It  certainly  has  done  the  good 
you  said  during  the  years  it  has  been  effective. 

(5)  Most  important,  to  abandon  the  program  at  this  stage  would  || 
break  faith  with  over  200,000  livestock  producers  and  the  several  States 
of  the  Southeast  and  Southwest  who  have  matched  dollar  for  dollar 
the  investment  by  the  United  States. 

(6)  The  Republic  of  Mexico,  we  understand,  is  currently  studying 
the  possibility  of  extending  this  program  throughout  their  nation. 
To  abandon  it  at  this  stage  in  the  United  States  would  necessarily 
destroy  future  consideration  in  Mexico. 

(7)  Lastly,  it  is  important  to  remember  that  this  is  one  of  the  few 
eminently  successful  insect  eradication  programs  in  the  total  history  f 
of  such  efforts,  and  to  stop  it  would  badly  undermine  efforts  in  all  other 
insect  fields  to  reach  for  the  goal  of  total  eradication. 

Facing  fully  the  responsibility  as  full  partners  in  this  program,  the 
Legislature  of  the  State  of  Texas  has  already  appropriated  $250,000 
to  be  used  for  supplemental  matching.  The  act,  however,  provides 
State  funds  can  be  expanded  only  if  foundation  and  F ederal  funds  are 
available  on  a matching  basis.  The  Southwest  Animal  Health  Re- 
search Foundation,  representing  producers  in  New  Mexico,  Louisiana, 
Arkansas,  Oklahoma,  Texas,  and  the  Republic  of  Mexico  has  assured 
the  U.S.  Department  of  Agriculture  and  wants  to  assure  this  commit- 
tee that  they  will  provide  the  necessary  non-Federal  funds  to  continue 
the  program  on  a matching  basis  through  J une  30, 1965.  .. 

Thank  you,  Mr.  Chairman,  for  this  opportunity  to  provide  informal 
tion  on  this  vital  program  for  the  committee  and  the  record.  I will  be  n 
happy  to  try  to  answer  any  questions  that  you  might  have. 

Mr.  Whitten.  Mr.  Fuller,  I think  you  have  pretty  well  covered  it 
in  your  prepared  statement.  We  do  appreciate  the  problem.  Again, 
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may  I say,  the  success  of  the  program  depends  upon  local  cooperation. 
It  is  absolutely  essential  that  we  have  it.  I believe  the  Federal  Gov- 
ernment will  do  its  part  to  help  maintain  this  barrier  and  prevent 
future  losses  resulting  from  the  screw-worm.  I am  sure  this  program 
will  continue  to  have  the  sympathetic  consideration  of  this  sub- 
committee. 

Mr.  Michel.  May  I ask  just  one  question,  Mr.  Chairman?  Mr. 
Fuller,  you  made  mention  of  contributions  of  the  State  of  Texas  by 
their  legislature.  Have  any  other  State  legislatures  taken  the  action 
that  the  State  of  Texas  has  ? 

Mr.  Fuller.  Yes,  sir.  Arkansas  has  appropriated  $25,000.  In 
Yew  Mexico  our  State  game  and  wildlife  department  donated  $4,000 — 
I think  Yew  Mexico’s  total  contribution  has  been  about  $37,000.  I 
am  sorry.  About  $4,000  of  that  was  State  money  from  the  fish  and 
wildlife  department. 

Mr.  Michel.  That  is  all. 

Mr.  Hull.  One  question.  What  is  the  total  cost  of  this  program 
yearly  ? Does  anybody  know  ? 

Mr.  Whitten.  Approximately  $5  million.  These  funds  have  been 
used  in  the  eradication  program.  Yow,  we  have  to  consider  the  cost 
of  a program  to  maintain  a barrier  to  prevent  reentry  of  the  screw- 
worm  from  Mexico.  We  will  consider  that  matter  at  our  hearings  on 
the  proposed  budget  for  1966. 

Mr.  Fuller.  It  is  the  fact  that  the  screw- worm  absolutely  dictates 
the  livestock  operations  in  the  Southwest. 

Mr.  Hull.  I am  familiar  with  that. 

Mr.  Fuller.  You  cannot  brand  or  dehorn  or  anything.  You  can- 
not guarantee  this  and  you  will  lose  these  and  this  is  a reliable  esti- 
mate based  on  some  facts  and  figures.  They  have  discontinued  drop- 
ping flies  in  the  United  States.  They  are  dropping  them  entirely  in 
Mexico  now.  The  Mexican  ranches  are  benefiting  tremendously.  To 
me  this  is  the  finest  kind  of  foreign  aid  because  it  helps  the  peon  in 
Mexico.  The  hope  is  to  push  this  program  further  south  and  main- 
tain the  barrier  against  the  Isthmus  of  Yucatan  or  possibly  Panama 
where  it  will  be  very  much  cheaper  to  maintain  it.  You  are  probably 
all  familiar  with  those  things. 

Mr.  Whitten.  Mr.  Fuller,  I would  like  to  say  that  we  are  consid- 
ermg  this  supplemental  appropriation  separately  from  the  program 
for  1966.  At  a later  date  this  subcommittee  will  consider  the  pro- 
posal to  set  up  and  maintain  a barrier  zone. 

At  the  present  time  we  are  concerned  only  with  the  funds  to  be  made 
available  between  now  and  July  1. 

Mr.  Fuller.  I realize  that. 

Mr.  Whitten.  Are  there  any  further  questions? 

Thank  you,  again,  sir. 

Mr.  Fuller.  Thank  you,  sir. 

Mr.  Whitten.  At  this  point  I should  like  to  include  in  the  record 
information  on  the  matters  considered  today,  submitted  to  us  by  Repre- 
sentative Compton  I.  White,  Jr.,  from  the  State  of  Idaho,  and  Repre- 
sentative Edwin  E.  Willis,  from  the  State  of  Louisiana. 
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(The  information  referred  to  is  as  follows :) 

House  of  Representatives, 
Washington,  D.G.  February  22, 1965. 

Hon.  George  H.  Mahon, 

Chairman,  House  Committee  on  Appropriations, 

House  of  Representatives,  Washington,  D.C. 


Dear  Chairman  Mahon  : I am  writing  you  this  letter  to  voice  my  great  con- 
cern over  funds  to  carry  out  emergency  conservation  work  in  the  State  of  Idaho. 
As  I am  sure  you  are  aware,  we  have  been  plagued  by  two  floods  recently,  and  the 
farmers  are  seriously  in  need  of  funds  to  do  repair  work  to  their  land,  which  has 
been  damaged,  in  order  to  prepare  same  for  spring  planting.  The  damage  has 
been  estimated  to  reach  a million  dollars,  and  although  the  AGP  program  has 
worked  most  efliciently,  still  funds  have  been  grossly  inadequate  to  carry  on  this 
much  needed  work. 

There  is  an  item  of  $10  million  included  in  the  President’s  budget  for  emer- 
gency conservation  work,  and  realizing  that  hearings  have  not  yet  started  on  the 
supplemental  agricultural  appropriations  measure,  I am  wondering  if  this  par- 
ticular item  could  not  be  considered  separate  and  apart  from  the  regular  appro- 
priations measure.  We  would  thus  be  assured  that  these  agricultural  conserva- 
tion practices  could  be  carried  out  without  delay. 

I do  hope  that  you  can  lend  your  approval  to  this  suggestion,  and  I look  for- 
ward to  hearing  from  you  in  the  near  future  as  to  the  possibility  of  favorable 
action  being  taken  on  this  request. 

With  kindest  personal  regards,  I am 
Sincerely  yours, 


Compton  I.  White,  Jr., 

Member  of  Congress. 


House  of  Representatives, 
Washington,  D.C.,  March  9,  1965. 

Hon.  Jamie  L.  Whitten, 

Chairman,  Agriculture  Appropriations  Subcommittee, 

House  of  Representatives,  Washington,  D.C. 

Dear  Jamie:  With  reference  to  your  hearings  this  morning,  I enclose  a 
copy  of  the  telegram  of  the  Commissioner  of  the  Louisiana  Department  of 
Agriculture  concerning  funds  for  the  screw-worm  eradication  program,  and  I 
know  that,  as  usual,  we  can  count  on  your  cooperation. 

Very  sincerely, 

Edwin  E.  Willis, 
Member  of  Congress. 

Baton  Rouge,  La.,  March  8,  1965. 

Hon.  Edwin  E.  Willis, 

House  Office  Building, 

Washington,  D.C.: 

I have  just  learned  that  the  screw-worm  eradication  program  will  be  forced 
to  cease  operation  effective  April  24,  1965,  unless  additional  funds  are  made 
available  immediately.  The  screw-w’orm  eradication  program  has  been  suc- 
cessful and  very  beneflcial  to  Louisiana.  The  screw-worm  fly,  for  all  practical 
purposes,  has  been  eradicated  from  the  United  States  but  in  order  to  protect 
our  country  from  reentry  of  this  costly  pest  a sterile  fly  barrier  must  be  main- 
tained along  the  Mexican  border  until  eradication  is  completed  in  Mexico. 
I understand  that  a congressional  committee  will  consider  the  request  for 
supplemental  funds  by  the  U.S.  Department  of  Agriculture,  Animal  Disease 
Eradication  Division,  Tuesday,  March  9, 1965. 

I am  confident  we  can  depend  on  your  endorsement  and  active  support  to 
continue  this  very  vital  program  which  means  so  much  to  the  livestock  industry 
of  our  State  and  Nation. 

Dave  L.  Pearce, 

Commissioner,  Louisiana  Department  of  Agriculture  and  Immigration.  , 
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SUBCOMMITTEE  ON  FOREIGN  OPERATIONS  APPROPRIATIONS 
OTTO  E.  PASSMAN,  Louisiana,  Chairman 
JOHN  J.  ROONEY,  New  York  GARNER  E.  SHRIVER,  Kansas 

WILLIAM  H.  NATCHER,  Kentucky  SILVIO  0.  CONTE,  Massachusetts 
JULIA  BUTLER  HANSEN,  Washington  MARK  ANDREWS,  North  Dakota 
JEFFERY  COHELAN,  California 
CLARENCE  D.  LONG,  Maryland 

Wednesday,  March  17, 1965. 

INVESTMENT  IN  INTEK-AMERICAN 
DEVELOPMENT  BANK 

WITNESSES 

TOM  KILLEFER,  U.S.  EXECUTIVE  DIRECTOR,  INTER-AMERICAN 
DEVELOPMENT  BANK 

ALEXANDER  M.  ROSENSON,  ALTERNATE  U.S.  EXECUTIVE  DIREC- 
TOR, INTER-AMERICAN  DEVELOPMENT  BANK 
HENRY  J.  COSTANZO,  DIRECTOR,  OFFICE  OF  LATIN  AMERICA, 
TREASURY  DEPARTMENT 

E.  JAY  FINKEL,  DEPUTY  DIRECTOR,  OFFICE  OF  INTERNATIONAL 
FINANCIAL  POLICY  COORDINATION  AND  OPERATIONS,  TREASURY 
DEPARTMENT 

ERNEST  C.  BETTS,  JR.,  DEPUTY  ASSISTANT  SECRETARY  FOR  ADMIN- 
ISTRATION AND  BUDGET  OFFICER,  TREASURY  DEPARTMENT 

Increase  in  Fund  for  Speciae  Operations 

Mr.  Passman.  The  committee  will  come  to  order. 

First,  I should  like  to  welcome  the  new  members  of  the  subcom- 
mittee to  our  first  meeting. 

Mr.  Rooney  desired  very  much  to  be  with  us  this  afternoon,  but  he 
is  holding  hearings  on  another  matter  and  it  Avas  impossible  for  him 
to  stop  his  proceedings  at  this  particular  time.  Inasmuch  as  this 
deals  with  a supplemental  funds  request,  he  will  familiarize  himself 
with  the  question  by  reading  the  statement  that  Avill  be  made  this 
afternoon,  as  well  as  the  questions  and  the  answers. 

The  purpose  of  the  meeting  this  afternoon  is  to  consider  the  re- 
quest of  the  Inter- American  Development  Bank  for  a supplemental 
appropriation  in  the  amount  of  $250  million  applicable  to  the  recent 
authorization  passed  by  Congress.  The  estimate  and  budget  language 
was  submitted  to  Congress  in  House  Document  112  as  folloAvs : 

Funds  Appropriated  to  the  President 

INVESTMENT  IN  INTER-AMERICAN  DEVELOPMENT  BANK 

For  an  additional  amount  for  “Investment  in  Inter-American  Development 
Bank,”  for  the  first  installment  of  the  United  States  share  in  the  increase  in  the 
resources  of  the  Fund  for  Special  O perations  of  the  Ba^ik,  $250,0000,000,  to  re- 
main available  until  expended. 
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cxdmmu’tke  proceduke 

F or  tlie  benefit  of  the  new  members  of  the  committee,  we  should  dis- 
cuss very  briefly  for  the  record  the  way  we  operate.  This  subcommittee, 
in  all  probability,  operates  somewhat  differently  from  some  of  the  other 
committees,  especially  the  legislative  committees.  There  is  absolutely 
no  limitation  placed  upon  the  interrogation  time  of  any  member  of 
the  committee.  It  is  incumbent  upon  the  chairman  to  do  his  homework 
and  to  ask  many  questions  because  in  handling  the  bill  on  the  floor,  usu- 
ally the  Members  direct  the  questions  to  the  chairman.  There  are  a lot 
of  answers  that  you  must  get  to  be  able  to  give  the  information  to  the 
Members  of  the  House  when  reporting  the  bill. 

It  will  not  be  unusual  during  the  hearings  this  year  for  me  to  inter- 
rogate a witness  2 or  3 days.  But  members  of  the  subcommittee  may 
consume  all  the  time  that  they  need  in  getting  answers  to  their  ques- 
tions. I thought  it  was  good  for  you  to  know  that.  Prepare  your 
questions;  take  all  the  time  you  need,  and  if  it  is  necessary  to  hold 
meetings  in  the  evenings,  we  shall  do  that.  If  it  is  necessary  to  come 
in  early  in  the  morning,  we  can  do  that.  We  want  you  to  have  all  the 
time  that  you  need,  and  when  I start  asking  questions  later  in  the 
year — when  we  start  on  the  regular  bill — I should  not  want  you  to  get 
the  idea  that  I am  going  to  take  up  all  the  time  of  the  committee,  be- 
cause you  can  take — I am  repeating,  now — all  the  time  you  need  to  ask 
all  the  questions  that  you  feel  are  pertinent  to  the  bill,  and  you  will 
never  be  stopped,  unless  it  is  to  yield,  of  course. 

Now,  what  we  are  considering  this  afternoon  is  a request  for  a sup- 
plemental appropriation.  In  all  probability  the  chairman  of  the  full 
committee  will  be  coming  in  on  the  range  when  we  finish  the  hearings  to 
assist  in  marking  up  the  bill.  We  are  going  to  have  to,  as  far  as  the 
chairman  is  concerned,  postpone  until  a subsequent  date  many  im- 
portant questions  dealing  with  this  program.  So  you  are  going  to  feel 
that  you  are  getting  off  light,  Mr.  Killefer — and  you  are,  on  account 
of  the  urgency  behind  this  particular  appropriation  bill. 

Without  objection,  we  will  permit  the  witness  to  insert  his  state- 
ment in  the  record  at  this  point,  and  we  shall  get  right  into  the 
questions. 

Is  that  agreeable,  sir? 

Mr.  Killefer.  Well,  Mr.  Chairman,  first  as  to  the  availability,  I 
would  like  to  assure  the  chairman  and  the  members  of  the  committee, 
at  any  time,  mornings,  afternoons,  as  many  days  as  are  needed,  I will 
be  available  and  will  consider  it  a privilege  to  be  here. 

Mr.  Passman.  Thank  you,  sir. 

Mr.  Killefer.  Secondly,  with  respect  to  putting  this  brief  state- 
ment in  the  record,  owing  to  the  fact  that  we  do  have  members  before 
whom  I haven’t  had  the  privilege  of  testifying  and  who  may  not  know 
about  the  operations  of  the  Bank;  in  view  of  the  fact  that  its  opera- 
tions have  been  somewhat  complex,  being  three-sided,  and  the  pur- 
pose of  this  appropriation  is  to  carry  out  a simplification,  I would  like 
at  least  to  be  allowed  to  go  through  my  statement,  which  is  not  very 
long,  in  the  hopes  that  this  would  facilitate  the  questioning  of  the 
members. 

I know  the  chairman  understands  this  thoroughly 
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Mr.  Passmaj^-.  I assumed  each  member  of  this  subcommittee  would 
read  in  great  detail  what  you  have  to  say.  You  may  now  proceed  to 
read  your  statement  into  the  record,  sir. 

Mr.  Ejxlefer.  If  you  would  like  me  to,  I will  begin  but  if  you 

Mr.  Passman.  That  is  what  we  would  like  for  you  to  do,  at  your 
preference.  If  we  delay  the  markup,  I don’t  think  there  will  be  any 
harm  done. 

General  Statement 

Mr.  Killeter.  Mr.  Chairman  and  members  of  the  committee,  I ap- 
pear before  you  today  in  support  of  the  request  for  appropriation  of 
$250  million  to  meet  the  first  mstallment  on  the  U.S.  obligation  arising 
from  the  increase  in  the  resources  of  the  Fund  for  Special  Operations 
(FSO)  of  the  Inter- American  Development  Bank  (IDB).  The  first 
installment  is  requested  as  a supplemental  appropriation  to  the  fiscal 
year  1965  budget  so  that  payment  can  be  made  promptly  to  the  Bank 
upon  completion  of  action  by  Congress.  A request  for  appropriation 
of  the  second  installment  of  $250  million  will  be  submitted  shortly  as 
an  amendment  to  the  fiscal  year  1966  budget  so  that  we  will  be  in  a 
position  to  make  the  payment  falling  due  December  31,  1965. 

The  administration’s  request  for  this  appropriation  arises  from  the 
commitment  authorized  by  the  Congress  under  H.K.  45  which  received 
final  passage  on  March  8, 1965.  This  legislation  authorizes  the  Secre- 
tary of  the  Treasury,  as  U.S.  Governor  of  the  IDB,  to  vote  in  favor 
of  an  increase  equivalent  to  $900  million  in  the  resources  of  the  FSO 
and  authorizes  the  appropriation  of  $750  million  as  the  U.S.  share  of 
this  increase.  The  payments  of  this  share  are  to  be  made  in  three  an- 
nual installments  of  $250  million  each,  in  fiscal  year  1965,  1966,  and 
1967.  The  Latin  American  members  of  the  IDB  are  to  contribute  $50 
million  a year  in  their  own  currencies.  The  increased  U.S.  participa- 
tion in  the  FSO  is  in  lieu  of  any  further  contribution  to  the  Social 
Process  Trust  Fund. 

Since  the  authorizing  legislation  received  congressional  approval 
only  so  recently,  I am  sure  that  the  committee  is  well  acquainted  with 
the  history  and  structure  of  the  IDB,  the  scope  of  the  U.S.  partici- 
pation in  this  institution  and  its  activities,  as  well  as  the  proposal  for 
which  this  appropriation  is  being  requested.  I will,  therefore,  Mr. 
Chairman,  review  these  points  very  briefly. 

BACKGROUND 

TVTiile  it  should  be  stressed  that  this  appropriation  is  concerned 
solely  with  the  FSO,  the  activities  of  the  Fund  may  only  be  understood 
in  the  light  of  Bank  operations  as  a whole.  These,  in  turn,  should  be 
set  mainly  in  the  context  of  the  efforts  of  the  United  States  to  assist 
Latin  American  economic  and  social  development  through  the  Alliance 
for  Progress. 

^ The  Bank  was  established  at  the  end  of  1959  and  began  its  opera- 
tions in  the  fall  of  the  following  year.  Its  original  and  current  mem- 
bership includes  all  countries  represented  in  the  Organization  of  Amer- 
ican States;  Cuba  has  never  joined  and,  with  its  withdrawal  from  the 
OAS,  is  no  longer  eligible  for  membership.  The  Bank  has  the  primary 
aim^  of  accelerating  the  economic  development  of  its  members  on  both 
un  individual  and  collective  basis.  In  fulfilling  its  purposes,  it  has 
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promoted  the  investment  of  private  and  public  capital  in  addition  to 
the  use  of  its  own  resources,  has  cooperated  in  fostering  the  orderly 
growth  of  foreign  trade,  and  has  provided  advice  and  technical  assist- 
ance on  development  plans  and  projects.  Moreover,  it  has  adminis- 
tered funds  provided  by  the  United  States  for  Latin  American  social 
advancement  and  for  basic  development  projects,  or  infrastructure 
which  otherwise  could  not  have  been  financed. 

To  date,  the  Bank  has  conducted  its  activities  through  what  may  be 
termed  three  windows : Its  Ordinary  Capital,  the  FSO,  and  the  Social 
Progress  Trust  Fund  (SPTF).  The  resources  of  these  three  funds 
have  been  administered  and  accounted  for  completely  separate  from 
one  another,  and  this  separate  accounting  will  continue  in  the  future. 

ORDINARY  OPERATIONS 

By  far  the  greater  part  of  the  Bank’s  own  resources  are  devoted  to 
economic  development  lending  on  conventional  or  “hard”  terms  com- 
parable to  those  of  the  World  Bank.  The  initial  source  of  funds  for 
these  ordinary  operations  was  the  paid-in  portion  of  the  member  coun- 
tries’ original  capital  subscriptions.  This  portion  amounted  to  a total 
of  almost  $382  million,  of  which  about  $266  million  took  the  form  of 
U.S.  dollars  or  gold  and  the  remainder  was  paid  in  other  national  cur- 
rencies : the  U.S.  share  of  that  total  was  $150  million. 

The  Bank  has  depended  entirely  upon  bond  issues  of  its  own  secu- 
rities in  the  private  capital  markets  to  replenish  its  ordinary  resources. 

From  1962  until  the  present,  six  such  bond  issues  in  the  total  amount 
of  $273  million  have  been  made  in  the  United  States,  Italy,  West  Ger- 
many, and  the  United  Kingdom. 

In  this  connection  it  should  be  noted  that  the  voting  strength  of  a 
member  country  in  the  Bank  is  determined  by  subscriptions  to  ordi- 
nal*}^ capital.  Under  this  formula  the  United  States  has  about  42  per- 
cent of  the  total  voting  power. 

As  of  the  end  of  1964,  ordinary  capital  lending  operations  had  re- 
sulted in  108  loans  in  17  Latin  American  coimtries  totaling  about  $545 
million.  The  interest  rate  on  these  loans  is  between  5%  and  6 percent, 
and  the  usual  term  has  been  12  to  15  years. 

FUND  FOR  SPECIAL  OPERATIONS 

At  the  time  of  the  Bank’s  establishment  the  FSO  was  created  as  a 
completely  separate  entity  within  the  Bank  which  could  make  loans  on 
flexible  terms  to  member  countries  with  difficulties  in  servicing  addi- 
tional loans  entirely  repayable  in  hard  currency.  Moreover,  it  was 
recognized  that  special  provision  had  to  be  made  for  projects  of  basic 
developmental  importance  but  which  were  not  directly  productive 
economically,  at  least  in  the  short  teian.  The  following  table  shows  the 
present  financial  structure  of  the  FSO  consequent  to  the  replenishment 
of  resources  which  took  place  in  1964 : 
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Resources  of  the  fund  for  special  operations 


[In  dollar  equivalents] 


U.S.  sub- 
scription 

Subscrip- 
tion— other 
members 

Total 

Initial  contribution: 

In  gold  or  U.S.  dollars 

100, 000, 000 

23, 158, 000 
23, 158, 000 

11,  302,  500 
11,  302,  500 

123, 158, 000 
23, 158, 000 

61, 302,  500 
11, 302. 500 

In  currencies  of  other  members 

Additional  contributions: 

In  gold  or  U.S.  dollars 

50, 000, 000 

In  currencies  of  other  members 

Total  cnntrihntinrts  tn  thp,  "RSO 

150, 000, 000 

68,  921,  000 

218, 921,000 

From  its  $219  million  in  resources  the  FSO,  by  December  Bl,  1964, 
had  committed  $171  million  on  51  loans.  These  loans  to  a large  extent 
have  been  made  for  development  institutions,  roadbuilding,  mining, 
electric  power  and  irrigation.  Lending  terms  have  been  flexible  and 
in  general  terms  include  an  interest  rate  of  4 percent,  maturities  rang- 
ing up  to  20  to  30  years  including  grace  periods  and  repayment  eitlier 
in  dollars  or  the  borrower’s  currency. 

SOCIAL  PROGRESS  TRUST  FUXD 

The  SPTF,  which  in  effect  has  been  the  third  window  in  the  Bank, 
resulted  from  the  emphasis  placed  on  the  vital  need  for  Latin  American 
social  development  in  the  Act  of  Bogota  of  September  1960.  Through 
a special  agreement  between  the  United  States  and  the  Bank  in  June 
of  1961,  this  coimtry  undertook  to  make  available  resources  to  be 
administered  by  the  Bank  in  a separate  account.  As  a result,  a total 
of  $525  million  has  been  contributed  to  the  SPTF  by  the  United  States 
for  lending  in  the  fields  of  housing  for  low-income  groups,  land  settle- 
ment and  improved  land  use,  community  water  supply  and  sanita- 
tion, and  advanced  education. 

By  the  end  of  1964  the  SPTF  had  loaned  approximately  $450  million 
on  102  projects.  The  terms  of  these  loans  have  been  relatively  easy : 
repayment  in  local  currencies,  maturities  extendmg  up  to  30  years, 
interest  and  charges  of  2 and  3%  percent,  including  a service  charge 
of  three-fourths  of  1 percent  payable  in  dollars.  As  is  the  case  in  the 
FSO,  a two-thirds  majority  vote  of  the  Board  of  Executive  Directors 
is  required  for  SPTF  operations.  With  its  voting  strength  of  roughly 
42  percent  the  United  States  in  effect  possesses  a veto  power  in  all 
the  soft  loan  operations  of  the  Bank. 

INCREASE  OF  RESOURCES  OF  FSO 

After  3 years  of  operation  with  its  three  windows,  the  IDB’s  Board 
of  Governors  concluded  that  the  Bank  had  reached  a point  in  its  de- 
velopment at  which  it  would  be  appropriate  to  consider  the  simplifica- 
tion and  strengthening  of  its  structure.  Moreover,  it  was  evident  that 
the  scope  and  importance  of  the  financing  operations  carried  out  bv 
the  Bank  on  an  easy  repayment  basis  would  soon  require  major  addi- 
tions to  the  amount  of  capital  available  for  these  purposes.  Ac- 
cordingly, in  April  1964,  the  Board  of  Governors  reconunended  an 
expansion  of  the  resources  of  the  FSO  and  a broadening  of  its  func- 
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tions  to  include  those  previously  carried  on  by  the  SPTF.  The  recom- 
mendation assumes  that,  concurrent  with  the  expansion  of  the  FSO, 
the  United  States  would  discontinue  further  contributions  to  the 
SPTF.  Thus,  the  Bank’s  existing  three  windows  are  being  reduced 
to  two.  One — the  ordinary  capital,  obtaining  its  funds  in  the  private  i 
capital  markets — makes  loans  on  conventional  repayment  terms ; the  i 
other — the  FSO,  obtaining  its  funds  from  member  contributions — • 
makes  loans  on  easy  repayment  terms. 

The  advantage  of  such  a consolidation  of  functions  within  the  Bank  i 
is  readily  apparent.  Administration  will  be  more  efficient  and  eco- 
nomical. The  pattern  of  loan  terms  offered  by  the  Bank  will  be  more 
uniform,  and  the  countries  borrowing  from  the  Bank  will  find  that 
loan  procedures  are  simpler  and  more  understandable.  From  the  U.S.  | 
point  of  view,  the  expansion  of  the  FSO  to  include  the  functions  of  the  , 
SPTF — and  the  termination  of  further  contributions  to  the  SPTF — ] 

means  that  funds  hitherto  provided  entirely  by  the  United  States  will  I 
hereafter  be  provided  in  part  by  the  Latin  American  countries  them-  | 
selves.  , 

Under  the  proposal  now  being  accepted  by  the  United  States  and  i 
already  accepted  by  18  of  the  19  Latin  American  members,  the  mem- 
ber governments  of  the  Bank  are  to  contribute  $300  million  per  year 
to  the  FSO  in  their  own  national  currencies  in  each  of  the  fiscal  years 
1965,  1966,  and  1967.  The  U.S.  share  of  this  annual  contribution 
would  be  $250  million. 

In  considering  the  need  for  funds  to  be  lent  on  easy  repayment 
terms,  the  proposal  has  taken  account  of  Latin  America’s  minimum 
needs  for  external  funds  to  implement  the  Charter  of  Punta  del  Este, 
of  the  development  programs  which  have  been  prepared  by  individual 
countries,  of  the  magnitude  and  types  of  loan  applications  and  in- 
quiries made  to  the  Bank,  and  of  the  Bank’s  capacity  for  processing 
loan  applications  and  controlling  disbursements.  Account  has  also 
been  taken  of  the  balance  of  payments  and  external  debt  problems  of 
Latin  America  and  the  continuing  need — as  borne  out  by  the  experi- 
ence of  other  lending  institutions — for  credit  on  special  terms  such 
as  can  be  offered  by  the  FSO.  Taking  account  of  these  varied  con-  ^ 
siderations,  the  Bank  regards  a lending  level  equivalent  to  $300  mil- 
lion a year,  for  loans  on  easy  repayment  terms,  as  desirable  and  feasible 
in  order  for  it  to  meet  its  minimum  responsibilities  under  the  Alliance 
for  Progress. 

With  the  combined  availabilities  of  the  FSO  and  the  SPTF  the 
Bank  succeeded  in  achieving  almost  a $250  million  annual  lending  rate 
in  the  year  1962.  With  the  resources  now  being  proposed,  it  will  be 
able  to  reach  and  to  maintain  a slightly  higher  lending  level. 

PROPOSED  OPERATIONS  OF  THE  EXPANDED  FUND  FOR  SPECIAL  OPERATIONS 

The  expanded  FSO  will  continue  to  provide  essential  financial  as- 
sistance for  high-priority  development  projects  in  the  economies  of 
the  Latin  American  members  of  the  IDB.  There  will  be  no  diminu- 
tion in  the  importance  which  the  Bank  attaches  to  lending  for  essential 
social  development  purposes.  Tlie  types  of  projects  which  will  be 
financed  include — in  addition  to  such  basic  projects  as  roads,  water 
facilities,  and  industrial  development  projects^ — programs  in  the  fields 
of  low-income  housing,  improved  land  utilization,  land  settlement  and 
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agriculturaL  credit  programs.  It  is  also  expected  that  the  Bank 
through  the  FSO  will  furnish  assistance  for  the  expansion  of  higher 
education  facilities  in  Latin  America  by  making  loans  to  provide  for 
the  construction  and  equipment  of  facilities  at  universities  and  tech- 
nical institutional.  These  loans  will  provide  training  in  the  technical 
and  managerial  skills  so  desperately  needed  if  Latin  America  is  to 
achieve  meaningful  development  of  its  society  and  resources. 

In  its  administration  of  the  proposed  expanded  FSO,  the  Bank  will 
continue  to  take  into  account  the  institutional  improvements  which 
the  borrowing  country  is  undertaking,  the  specific  steps  initiated  to 
achieve  the  success  of  the  project  proposed  for  financial  assistance 
from  the  FSO,  the  extent  to  which  local  contributions  are  made  avail- 
able for  financing  the  project,  and,  lastly,  but  perhaps  most  important 
of  all,  Mr.  Chairman,  the  extent  and  effectiveness  of  the  overall  self- 
help  practices  of  the  borrower  in  conformity  with  the  principles 
established  by  the  Charter  of  Punt  a del  Este. 

THE  BALANCE-OE-PAYMEXTS  IMPACT 

The  entire  amount  of  the  $900  million  increase  in  FSO  resources 
will  be  contributed  in  the  form  of  the  national  currencies  of  the  Bank’s 
member  countries.  Under  the  new  proposal  the  full  $750  million  U.S. 
share  would  be  regarded  as  a national  currency  contribution  governed 
by  the  provisions  of  article  V,  section  1(c)  of  the  Bank’s  charter, 
which  allow  the  ‘hying”  of  contributions  to  the  purchase  of  goods  and 
services  produced  by  the  contributor.  The  United  States  has  already 
notified  the  Bank  of  its  intent  to  tie  its  contribution,  and  90  percent 
or  more  of  future  U.S.  contributions  to  the  expanded  FSO  will  be 
utilized  to  finance  U.S.  exports. 

The  entire  U.S.  contribution  to  the  expanded  resources  of  the  FSO 
will  be  m the  form  of  letters  of  credit  rather  than  cash  and  conse- 
quently will  have  no  immediate  impact  upon  our  balance  of  payments. 
The  letters  of  credit  will  be  drawn  on  only  later  by  the  Bank  as  funds 
are  required  for  disbursement.  Consequently,  the  balance-of -pay- 
ments impact  of  these  transactions  will  not  be  reflected  in  our  inter- 
national accounts  until  the  cash  is  paid  over  to  the  Bank — well  after 
the  funds  have  been  appropriated.  And,  even  at  that  time,  because 
of  the  procurement  arrangements  to  be  followed  in  connection  with 
the  new’  contribution,  any  impact  of  our  contribution  would  be 
minimal. 

EELATIONSHIP  TO  U.S.  BILATERAL  AID  POLICIES 

Both  the  manner  in  which  the  proposed  contribution  to  the  ex- 
panded FSO  will  be  utilized  and  the  overall  policies  of  the  IDB  are 
fully  in  accord  with  the  major  policy  guidelines  established  by  Con- 
gress for  the  U.S.  bilateral  aid  program.  No  funds  to  be  provided 
to  the  expanded  FSO  will  be  available  to  Communist-bloc  countries, 
as  membership  in  the  IDB  is  limited  to  Latin  American  nations,  and 
Cuba  has  never  joined  the  Bank  and  is  no  longer  eligible  for  member- 
ship. With  respect  to  the  expropriation  of  private  property  without 
compensation,  it  should  be  noted  that  Congress  added  an  amendment 
to  the  authorizing  legislation  requiring  that  the  U.S.  voting  power  be 
exercised  by  the  U.S.  Executive  Director  to  disapprove  any  loan  to 
a country  against  which  it  has  been  necessary  to  invoke  the  Hicken- 
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looper  amendment  requiring  the  suspension  of  U.S.  assistance.  If 
circumstances  should  arise  requiring  such  measures  by  the  United 
States,  this  parallel  action  can  easily  be  taken  in  the  Fund  for  Special 
Operations,  since  the  U.S.  vote  of  42  percent  is  necessary  to  obtain 
the  two-thirds  majority  that  is  required  for  favorable  consideration 
by  the  Board  of  Directors  of  any  loan  to  be  made  from  the  Fund. 

LEGISLATION  ACTION  TAKEN 

Congress  has  strongly  approved  legislation  which  (1)  would 
authorize  the  Secretary  of  the  Treasury  as  U.S.  Governor  of  the  IDB 
to  vote  in  favor  of  the  resolution  calling  for  a $900  million  increase 
in  the  resources  of  the  FSO,  and,  upon  adoption  of  the  resolution  by 
the  Board  of  Governors,  to  agree  on  behalf  of  the  United  States  to  a 
subscription  of  $750  million  in  accordance  with  the  terms  of  the  resolu- 
tion, and  (2)  authorize  the  appropriation  without  fiscal  year  limita- 
tion of  $750  million  to  be  committed  in  three  equal  installments. 

NEED  FOR  PROMPT  ACTION 

It  had  originally  been  expected  that  the  increase  would  take  effect 
on  December  31,  1964.  This  date  has  now  been  missed  and  prompt 
action  is  necessary,  as  otherwise  the  Bank  will  have  exhausted  all 
existing  funds  for  these  important  programs  in  the  next  few  months. 
Further  delay  on  the  part  of  the  United  States  would  not  only  be 
disruptive  to  the  essential  operations  of  this  key  institution  of  the 
Alliance  for  Progress,  but  would  also — justifiably,  I think — give  rise 
to  the  feeling  on  the  part  of  the  Latin  American  members  of  the  Bank 
that  the  United  States  was  failing  to  meet  the  reasonable  expectation 
of  financial  support  for  the  Bank  compatible  with  our  frequently 
expressed  support  for  the  Alliance  for  Progress.  President  Johnson 
stressed  the  need  for  immediate  action  in  his  budget  message  to  the 
Congress  on  January  25,  1965.  He  said: 

As  an  important  part  of  this  commitment  I recommend  prompt  action  to  per- 
mit our  participation  in  the  expansion  of  the  Inter-American  Development  Bank. 

The  President  had  previously  urged  approval  of  the  FSO  expansion 
in  his  foreign  aid  message  on  January  14  of  this  year. 

CONCLUSIONS 

In  summary,  the  $250  million  appropriation  presently  requested  by 
the  administration  is  needed  to  permit  the  United  States  to  fulfill  an 
international  commitment,  authorized  by  the  Congress,  to  participate 
in  an  increase  in  the  resources  of  the  Fund  for  Special  Operations  of 
the  Inter- American  Development  Bank.  The  report  of  the  Banking 
and  Currency  Committee  recommending  favorable  action  on  the  au- 
thorizing legislation  concluded  as  follows : 

The  committee  is  convinced  that  the  Alliance  for  Progress  has  now  matured 
into  an  effective  operation.  The  Bank  is  playing  a very  successful  role.  * * * 

For  the  Alliance  for  Progress  to  continue  along  the  difficult  road  ahead,  the 
Bank  must  be  able  to  maintain  its  operations.  By  the  end  of  April  its  resources  | 
for  soft  loans  will  be  exhausted  and  unless  this  bill  is  approved  in  time  the  for-  te 
ward  movement  must  come  to  a halt.  All  but  one  Latin  American  country  has  ^ 
approved  the  expanded  FSO  and  promised  its  quota  of  funds.  All  that  remains 
necessary  is  action  by  the  United  States.  ^ 
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Mr.  Chairman,  the  appropriation  pending  before  this  committee 
will  permit  the  Bank  to  continue  its  effective  operations. 

Thank  you,  Mr.  Chairman. 

Mr.  Passman.  Thank  you  very  much,  Mr.  Killefer. 

This  $250  million  supplemental  appropriation  request  is  a part  of 
the  recently  enacted  authorization  bill,  is  it  not  ? 

Mr.  Killefer.  Yes,  sir. 

AUTHORIZING  LEGISLATION 

Mr.  Passman.  When  did  the  administration  request  the  authorizing 
legislation?  Was  it  this  calendar  year  1965,  during  the  1st  session  of 
the  89th  Congress  ? 

Mr.  Killefer.  No,  the  authorizing  legislation  was  requested  late  in 
the  last  session  and  hearings  were  held  before  the  House  Banking  and 
Currency  Committee  last  fall,  but  in  the  rush  of  events  toward  the  end 
of  the  year,  the  bill  was  put  off  until  this  year. 

Mr.  Passman.  The  administration  had  in  mind  requesting  the  $500 
million,  did  they  not,  applicable  to  fiscal  year  1965?  Was  that  under 
consideration  a few  days  ago  ? 

Mr.  Killefer.  The  original  request  is  exactly  the  way  the  request 
appears  today,  sir. 

Mr.  Passman.  I didn’t  say  “original.”  Let’s  say  10  days  ago.  Did 
the  administration  give  some  thought  to  putting  the  entire  $500 
million  in  a supplemental  bill,  rather  than  dividing  it  into  two 
parts  ? 

Mr.  Killefer.  I honestly  don’t  know,  Mr.  Chairman. 

Mr.  Passman.  Thank  you  very  much,  sir. 

Mr.  KIillefer.  $500  million  will  be  requested,  because  as  you 
recall,  this  was  a 3 -year  request,  beginning  with  fiscal  years  1965, 
1966,  and  1967. 

Mr.  Passman.  That  is  true,  but  it  would  be  two  requests,  one 
where  you  are  asking  for  $250  million  to  be  provided  in  a supple- 
mental appropriation,  applicable  to  fiscal  year  1965. 

Mr.  Killefer.  That  is  correct. 

Mr.  Passman.  And  the  other  $250  million  will  be  in  fiscal  year 
1966. 

U.S.  CONTRIBUTION  TO  RESOURCES  OF  THE  BANK 

You  mentioned  three  windows  of  the  Inter- American  Bank.  Could 
you  tell  us  now,  or  furnish  it  for  the  record,  the  amount  of  our 
contribution  to  each  one  of  the  windows  ? 

Mr.  Killefer.  Yes,  sir. 

Mr.  Passman.  The  first  designated  window  ? 

Mr.  Killefer.  The  ordinary  capital.  Of  the  U.S.  subscription  $150 
million  was  paid  in.  N o w,  there  was  also  a $200  million 

Mr.  Passman.  Isn’t  there  more  than  that  ? 

Mr.  Killefer.  I am  working  toward  the  total. 

Mr.  Passman.  The  first  window,  window  I. 

Mr.  Killefer.  Window  I,  $150  million  was  paid  in  to  begin  with. 
Then  there  was  a callable  capital  to  the  extent  of  $200  million  which 
was  not  paid  in,  but  which  serves  as  backing  for  the  bonds  of  the 
Bank  which  it  issued  in  the  public  capital  markets  of  the  United 
States  and  the  countries  of  Western  Europe. 
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Mr.  Passman.  But  it  is  necessary  for  the  Congress  to  make  an 
appropriation  to  have  the  money  available  ? 

Mr.  Killefer.  Yes,  sir.  ^ 

Mr.  Passman.  So  inasmuch  as  it  is  available,  on  call,  and  we 
won’t  argue  the  merits  of  it — I wouldn’t  want  you  to  think  I am 
trying  to  lead  you  into  a trap;  I just  want  to  furnish  for  the  record 
the  total  amount  the  Congress  appropriated,  and  we  can  use  it  on 
that  basis. 

'\Yhat  is  the  total  amount  the  Congress  appropriated  for  window  I ? 

Mr.  Killefer.  The  total  amount  appropriated  to  date  has  been 
$555,880,000.  That  is  the  total  subscribed  capital  of  the  United 
States. 

Mr.  Passman.  Now,  how  about  window  II  ? 

Mr.  Killefer.  $150  million  for  the  Fund  for  Special  Operations. 

Mr.  Passman.  That  is  the  total  ? 

Mr.  Killefer.  Yes. 

Mr.  Passman.  Now,  window  III? 

Mr.  Killefer.  $525  million  for  the  Social  Progress  Trust  Fund. 

Mr.  Passman.  Making  a total  of  funds  we  have  actually  appro- 
priated in  the  amount  of 

Mr.  Killefer.  $1,230,880,000. 

Mr.  Passman.  Since  what  year,  Mr.  Killefer  ? 

Mr.  Killefer.  Since  1960. 

AMOUNT  OF  UNEXPENDED  FUNDS  ON  HAND 

Mr.  Passman.  Now,  could  you  tell  us  the  amount  of  unliquidated, 
unexpended  funds  ? 

Mr.  Killefer.  Approximately  $40  million  in  the  Fund  for  Special 
Operations  and  $60  million  in  the  Social  Progress  Fund,  so,  avail- 
able as  of  today  we  have,  in  those  two  funds,  which  is  what  we  are 
talking  about  here  today,  we  have  about  $100  million  available. 

Mr.  Passman.  That  is  the  unobligated  funds,  is  it  not? 

Mr.  Killefer.  That  is  correct. 

Mr.  Passman.  Now,  let  us  get  to  the  amount  that  has  been  obli- 
gated but  is  expended. 

Mr.  Killefer.  Now,  to  do  that — and  it  is  very  simple — we  simply 
take  the  obligated  amounts,  that  is  the  total  commitments  of  the 
loans,  less  what  has  actually  been  disbursed.  Is  that  the  figure? 

Mr.  Passman.  Or,  if  you  want  to,  you  can  take  the  total.  You  have 
records  here  on  the  contributions  by  the  other  nations,  do  you  not  ? 

Mr.  Killefer.  Yes ; I do. 

Mr.  Passman.  What  is  that  total?  We  dealt  only  with  the  $1,230 
million  that  the  U.S.  Congress  appropriated.  What  did  the  other 
countries  subscribe  to  and  make  available  ? 

Mr.  Long.  Could  we  get  the  obligated  but  unexpended  figure  ? 

Mr.  Passman.  We  will  get  that ; yes.  I am  leading  to  it,  so  that  we 
can  get  the  total. 

Mr.  Killefer.  We  have  obligated 

Mr.  Passman.  No;  I believe  you  missed  my  question.  The  U.S. 
appropriation  has  been  $1,230  million.  What  has  been  the  appropri- 
ation of  all  other  nations  to  the  Inter- American  Bank,  to  windows  I, 
II,  and  III? 
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Mr.  Killeper.  The  other  members  have  subscribed — the  figure  that 
would  be  comparable  to  the  $1,230,880,000— $798  million,  bringing 
the  total  to  $2,028,906,000. 

Mr.  Passman.  What  has  been  the  total  disbursements  from  this 
account  ? 

Mr.  Killefer.  Total  disbursements  are  roughly  $427  million. 

Mr.  Passman.  Leaving  undisbursed  the  difference,  which  will  be 

Mr.  Killefer.  This  is  going  to  be  confusing. 

Mr.  Passman.  It  isn’t  going  to  be  confusing  to  me.  We  know  the 
difference  between  unobligated  and  undisbursed. 

It  may  be  committed,  you  understand,  but  the  checks  are  yet  to  be 
drawn,  of  appropriately  $1.5  billion. 

Mr.  Killefer.  No,  sir. 

Mr.  Passman.  All  right,  sir. 

Mr.  Killefer.  The  Bank  so  far  has  loaned,  has  committed,  about 
$1,175  million  in  all  currencies  in  loans  from  the  three  windows. 

Mr.  Passman.  That  is  right.  That  is  good  enough.  We  will  take 
that  first. 

Mr.  Killefer.  Of  the  amount  committed  it  has  disbursed  about  $427 
million  in  all  currencies,  so  the  balance  obligated  but  not  yet  disbursed, 
which  Dr.  Long  asked  for 

Mr.  Passman.  Yes;  but  he  is  going  to  get  that  when  it  gets  around 
to  him.  I want  to  satisfy  myself,  and  I am  not  asking  an  unreasonable 
question,  that  you  have  given  us  the  total  amount  contributed,  or  made 
available 

Mr.  Killefer.  Ko,  sir.  Ko,  sir. 

Mr.  Passman.  Kow  you  don’t  know  what  I am  going  to  say,  sir. 
Our  contribution  through  appropriations  has  been  $1,230  million;  is 
that  right,  sir? 

Mr.  Killefer.  Ko. 

Mr.  Passman.  That  is  the  figure  that  you  gave  me  earlier. 

Mr.  Killefer.  Mr.  Passman,  I know  you  are  not  confused  in  your 
own  mind,  sir,  but  as  the  words  come  out,  they  sound  that  way. 

There  is  a distmction  between  subscribing  and  between  contributing 
money,  and  this  is  the  distinction  that  I would  like  to  make  clear  to 
you  now.  Let  us  look  at  this  first  window 

Mr.  Passman.  I am  going  to  go  back  to  the  same  question,  Mr. 
Killefer.  I know  the  information  I want. 

]\Ir.  Killefer.  I am  trying 

Mr.  Passman.  If  I am  confused,  you  just  offer  me  sympathy. 

Now,  let  me  ask  my  questions  over.  I am  not  here  to  argue  with 
you ; I am  just  trying  to  get  it,  and  you  people  seem  to  get  the  idea  that 
1 am  trying  to  argue  with  you.  What  I am  trying  to  do — let  me  give 
you  the  reasons  why  I am  asking  these  questions.  Maybe  that  would 
put  your  minds  at  ease ; I am  sure  that  it  will. 

We  have  the  International  Development  Association,  known  as  IDA. 
You  are  familiar  with  that  organization? 

Mr.  Killefer.  Yes,  sir. 

Mr.  Passman.  And  this  is  a statement  from  the  AID  Agency  show- 
ing that  on  June  30,  1964,  they  had  undisbursed  $1,253,765,410. 

Mr.  Killefer.  This  is  the  IDA  ? 

Mr.  Passman.  That  is  right,  sir ; that  is  IDA. 

I am  not  trying  to  argue  the  merits  or  demerits.  I only  wanted  to 
ask  certain  questions  and  get  the  answers. 
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If  we  take  the  amount  of  money  that  the  Congress  has  appropriated, 

which  is  $1,230  million 

Mr.  Killefer.  Correct. 

Mr.  Passman.  No.  2 : We  will  take  the  amount  of  money  that  the 
other  nations  have  either  sulbscribed  to,  or  paid  in,  which  is  $798 
million,  making  total  capital  either  paid  in  or  callable  by  the  United 
States  and  by  the  other  nations  of  $2.9  billion. 

Mr.  Killefer.  $2,028  million,  isn’t  it?  It  is  just  $1  billion 
difference. 

Mr.  Passman.  Well,  that  is  not  much  money,  the  way  we  are  spend- 
ing today,  but  it  is  worth  correcting : $2,028  million — of  that  amount, 

disbursements  have  mnounted  to 

Mr.  Killefer.  Disbursements  have  amounted  to  $427  million. 

Mr.  Passman.  So  there  is  on  hand 

Mr.  Killefer.  A balance  between  the  subscription 

Mr.  Passman.  Let  me  get  it.  I know  what  I want,  and  then  you 
put  whatever  you  want  to  in  there.  This  will  take  just  a minute. 

So  there  is  available,  in  paid-in,  and  in  subscribed  funds  yet  to  be 
paid  in — part  of  it  disbursed  out  of  the  total  commitments — of  $1,601 
million,  is  that  correct? 

Mr.  Killefer.  If  yon  subtract  the  amount  disbursed  from  the  total 
amount  of  subscriptions,  including  the  callable  capital,  you  will  get  the 
balance — assuming  the  chairman’s  arithmetic  is  right,  and  I am  sure 
it  is — $1,601  million. 

Mr.  Passman.  That  is  all  I am  trying  to  establish. 

UNOBLIGATED  FUNDS 

Wliat  is  the  amount  of  the  unobligated  funds  on  hand  available  for 
obligation  through  the  remainder  of  this  fiscal  year,  or  later,  cash, 
presently  on  hand,  including  the  callable  capital  of  all  three  windows  ? 
Mr.  Killefer.  Of  all  three  windows  ? 

Mr.  Passman.  Yes. 

Mr.  Killefer.  All  right.  If  we  can  just  add  these  up  as  we  go 
along — there  is  roughly  $40  million  available  in  the  FSO. 

Mr.  Passman.  Right. 

Mr.  Killefer.  $60  million  in  the  Social  Progress  Trust  Fund  ? 

Mr.  Passman.  All  right,  sir. 

Mr.  Killefer.  And  about  235,  in  ordinary  capital. 

Mr.  Passman.  Yes. 

Mr.  Killefer.  But,  you  see  that  ordinary  capital,  now 

Mr.  Passman.  Is  callable,  not  yet  paid  in,  I understand. 

Mr.  Killefer.  Is  money  that  we  will  have  to  raise 

Mr.  Passman.  Yes. 

Mr.  Killefer.  In  the  future,  from  the  private  capital  markets,  not 
from  the  Government. 

Mr.  Passman.  I don’t  know  whether  there  is  any  use  to 

Mr.  Killefer.  It  is  a pretty  important  distinction,  sir. 

Mr.  Passman.  I know  that  it  is,  and  I think  we  both  understand 
what  I am  trying  to  establish  for  the  record.  And  I am  only  doing 
it  is  to  be  fair  to  the  committee,  the  Congress,  and  the  country,  and  of 
course,  the  Agency. 

We  know  that  we  have  $200  million  that  we  appropriated,  callable 
capital,  that  has  not  been  committed  or  disbursed. 
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Mr.  Killefer.  Well,  actually,  this  has 

Mr.  Passmai^.  I wanted  to  get  it  all  together. 

Mr.  Killefer.  I think  the  figure  you  are  searching  for  is  $335> 
million. 

Mr.  Passman.  We  will  analyze  in  more  detail  at  subsequent  meet- 
ings. We  won’t  go  into  that  at  this  time. 

UNEXPENDED  FUNDS  OF  THE  INTERNATIONAL  DEA^LOPMENT  AGENCT 

We  do  know,  Mr.  Killefer,  that  you  didn’t  create  this  legislation,  you 
are  only  administering  according  to  the  laws  of  the  country.  But  the 
trend  in  many  quarters  is  to  channel  aid  through  international  organ- 
izations and  if  we  don’t  make  this  record,  at  a later  date  you  would 
have  a perfect  right  to  reprimand — I use  the  word  “reprimand” — 
this  committee  for  not  establishing  this,  because  this  is  what  this 
agency  says  to  us — and  I am  sure  you  would  like  to  have  this  in  the 
record. 

Mr.  Killefer.  Which  agency,  sir  ? 

Mr.  Passman.  The  International  Development  Association,  which 
is  an  international  organization.  The  report  says : 

As  of  June  30,  1964,  the  unexpended  balance  for  the  U.S.  Treasury  accounts 
was  zero.  The  Association  reports  that  $1,253,765,410  of  unexpended  balances- 
of  funds  from  all  sources.  U.S.  subscriptions  become  merged  with  resources  pro- 
vided to  the  Association  and  disbursements  cannot  be  identified  as  to  the  source 
of  funds. 

Now,  it  is  a sure  thing,  if  you  take  water  and  bourbon  and  shake- 
it  up,  you  don’t  know  which  is  water  and  which  is  bourbon,  because  it 
is  so  mixed  up  you  just  have  to  take  it  together.  Now,  this  is  their  own 
language.  We  have  to  show  for  the  record  what  is  happening  in  these 
international  organizations.  We  don’t  have  the  right  of  examination 
in  minute  detail,  and  we  want  to  show  for  the  record  what  is  happen- 
ing. And  someday  you  may  have  all  foreign  aid  in  international 
organizations. 

Now,  No.  2 

Mr.  EIillefer.  Could  I,  just  to  explain  the  figure  I have  given,, 
make  one  short  sentence  which  I hope  will  clarify  it  ? 

Mr.  Passman.  Yes,  surely. 

Mr.  Killefer.  Of  the  subscriptions  of  the  Latin  American  comi- 
tries,  $150.3  million  is  in  their  own  national  currency  instead  of  gold 
or  dollars,  and  $497.5  million  is  callable  capital  which  is  not  us- 
able for  backing  dollar  bonds  in  this  country  or  in  Europe. 

Mr.  Passman.  Now,  may  I say,  out  of  "the  $1,230  million  that  we 
have  subscribed  to  all  three  windows,  we  have  actually  paid  in  $1,030’ 
million,  have  we  not,  less  the  two  figures  you  gave  ? 

Mr.  Eosenson.  Less  $405  million,  sir.  Originally  there  were  $200 
million  in  callable  capital  and  more  recently  there  was  an  additional 
subscription  of  $205  million  in  callable  capital  and  you  therefore  must 
deduct  $405  million  from  $1,230  million. 

ACTUAL  DOLLARS  PAID  IN  BY  THE  UNITED  STATES 

Mr.  Killefer.  I could  ^ve  you  the  number  of  dollars  we  have  put 
in,  if  you  would  like.  It  is  $525  million  in  the  Social  Progress  Trust 
Fund;  $150  million  in  FSO:  and  $150  million  in  the  Ordinary 
Capital. 
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Mr.  Passman.  Now,  let’s  add  them  up. 

Mr.  KiLLErEK.  It  is  $825  million.  ^ 

Mr.  Passman.  That  is  the  amount  we  have  actually  paid  in? 

Mr.  Killefer.  Yes,  sir. 

Mr.  Passman.  Now,  this  covers,  of  course,  all  of  the  Latin  Amer- 
ican countries  with  the  exception  of  Cuba,  does  it  not?  They  are 
eligible  ? 

Mr.  Killefer.  Yes,  sir;  they  are  members. 

Mr.  Passman.  On  page  5 it  says : 

’ By  the  end  of  1964,  the  SPTF  had  loaned  approximately  $450  million  to  102  i 
projects.  The  terms  of  these  loans  have  been  relatively  easy,  repayment  in  lo- 
cal currencies  with  maturities  up  to  30  years  and  interest  charges  between  2 
and  3%  percent  including  a service  charge  of  three-fourths  of  1 percent  pay- 
able in  dollars. 

Does  the  2 to  3i/^  percent  actually  include,  as  you  state  here,  the  | 
service  charge  ? 

Mr.  Killefer.  Yes. 

Mr.  Passman.  Do  you  have  any  loans  or  credits  where  you  charge 
only  the  service  charge,  similar  to  the  international  organizations?  : 

Mr.  Killefer.  No,  we  do  not. 

IMPACT  OF  IJ.S.  contribution  ON  BALANCE  OF  PAYMENTS 

1 

Mr.  Passman  (reading)  : 

The  entire  U.S.  contribution  to  the  expanded  resources  of  the  FSO  will  be  in 
the  form  of  letters  of  credit,  rather  than  cash,  and  consequently  will  have  no 
immediate  impact  upon  our  balance  of  payments. 

Now,  by  “immediate,”  how  far  does  that  extend  out  in  the  future? 

Mr.  KiiiLEFER.  In  the  first  place,  as  I pointed  out  in  my  statement, 

Mr.  Chairman,  these  are  tied  loans,  tied  tight  to  U.S.  procurement.  [ 
So  to  the  extent  goods  and  services  outside  of  the  borrowing  countries  j 
are  purchased,  they  have  to  be  from  the  United  States.  | 

On  the  other  hand  there  is  the  local  cost  for  labor  and  local  materials. 
That  local  cost  is  handled  by  letters  of  credit.  The  way  it  works,  | 
where  there  are  U.S.  dollars  that  are  disbursed  for  local  costs  that 
don’t  involve  a direct  import  from  the  United  States,  we  make  the  i 
requisite  number  of  dollars  available  to  the  country  under  a restricted 
letter  of  credit.  The  way  this  works  is,  when  our  Bank  makes  a dis-  | 
bursement  involving  local  currency,  the  equivalent  amount  of  dollars 
is  made  available  to  the  central  bank  in  that  recipient  country  by  I 
means  of  a letter  of  credit  that  is  opened  by  a U.S.  bank  in  favor  of 
that  central  bank.  Then  the  central  bank  in  the  country  transfers 
the  right  to  use  the  letter  of  credit  to  persons  in  the  country  desiring 
to  pay  for  imports  from  the  United  States,  and  the  U.S.  commercial 
bank  is  reimbursed  by  the  Inter- American  Bank  for  the  payments  it  i 
makes  under  the  letter  of  credit,  upon  receipt  of  certification  that  those  ' 

payments  financed  exports  that  come  from  the  United  States.  ^ 

Mr.  Passman.  I understood  that,  but  it  is  nice  to  have  it  in  the  f 
record.  You  haven’t  answered  my  question  yet,  “will  have  no  im-  ' ^ 
mediate  effect  on  our  balance  of  payments.” 

My  question,  if  I may  repeat  it.  When  will  it  have  an  impact?  How 
far  do  you  project  “immediate”?  It  wouldn’t  be  tomorrow.  It  could  } 
be.  It  won’t  be  next  month  ? 
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When  do  you  think  this  will  have  an  impact  on  our  balance-of- 
payments  situation? 

Mr.  Kjllefer.  My  point  is  that  about  90  percent  of  these  funds  will 
never  leave  the  United  States,  and  will  have  no  balance-of-payments 
impact.  Maybe  10  percent  or  less,  which  is  a minimal  amount,  will, 
and  that  will  take  place,  not  this  year  or  next,  but  over  a period  of 
up  to  say  the  next  5 years. 

Mr.  Passman.  Did  you  ever  hear  of  the  old  saying,  when  two  men 
are  in  business,  if  they  always  agree,  only  one  is  necessary  ? It  is  the 
only  natural  that  we  have  differences  of  agreement.  I don’t  think  it 
matters  whether  you  have  goods  or  cash. 

I only  know  that  during  the  past  15  years  our  gold  reserves  have 
been  reduced  from  $23  billion  down  to  $15  billion. 

During  that  very  same  time  the  short-term  dollars  accumulated 
by  foreign  nations  have  gone  from  $10  billion  to  $30  billion.  Now 
we  can  argue  it  any  way  that  you  want  to,  and  I must  either  establish 
before  the  year  is  over  that  I am  right,  or  salute  you  and  say  that  you 
are  right.  When  you  give  people  good  dollars  by  which  they  can 
requisition  their  needs,  obviously  it  releases  from  those  people  earnings 
from  their  exports  and  they  can  buy  whatever  they  want.  We  have 
so  beautifully  used  the  Treasury  Department  figures  to  show  specifi- 
cally and  to  the  point  that  the  majority  of  the  recipient  nations,  during 
the  past  6 years — using  recent  history,  you  understand — of  our  foreign 
aid  program,  that  56  percent  of  the  dollars  has  either  been  returned 
directly  or  indirectly  by  the  purchase  of  our  gold  or  by  providing  these 
commodities  against  long-term  credits  or  grants  it  releases  to  them 
their  export  earnings,  that  return,  to  buy  our  gold. 

W^e  only  know  this,  our  gold  supply  has  gone  down  and  the  short- 
term credits  have  skyrocketed. 

And  with  your  help,  and  under  this  great  committee  and  our  ad- 
ministration, we  are  going  to  have  to  establish  once  and  for  all,  what 
created  this  situation. 

I hope  you  will  allow  me  to  send  you  a copy  of  the  Treasury  form. 
We  argue  that  it  doesn’t  do  it,  but  yet  when  you  give  people  what  they 
would  normally  purchase,  whatever  they  earn  from  their  exports  they 
can  buy  our  gold,  shoot  crap  or  anything  else  they  want  to  do  with  it. 
If  I am  wrong,  I will  salute  you. 

Now,  on  page  11 : 

It  had  originally  been  expected  that  the  increase  would  take  effect  on  Decem- 
ber 31,  1964. 

You  had  originally  intended  to  request  this  during  calendar  year  1964 
but  it  was  postponed,  is  that  correct  ? 

Mr.  Killefer.  The  Board  of  Governors  of  the  Bank,  the  U.S.  mem- 
ber of  which  is  the  Secretary  of  our  Treasury  and  the  governors  of 
the  other  countries,  too,  made  this  proposal  in  a resolution  in  April  of 
la^  year. 

Passman.  And  for  some  reason  or  another,  the  Congress  never 
got  around  to  acting  upon  it  ? 

Mr.  Killefer.  That  is  right. 

Mr.  Passman.  This  was  never  even  considered  by  the  Congress  last 
year. 

Mr.  Killefer.  That  is  right. 


Mr.  Passman.  Now,  of  course  we  have  said  in  the  past,  and  we  shall 
repeat  for  the  record,  there  are  16  different  spigo'ts  by  which  you  draw  J 
off  foreign  aid.  It  could  be  one  more ; it  could  be  one  less.  Assuming 
that  figure  to  be  correct,  are  these  same  countries  who  are  recipients.  | 
of  this  program  eligible  for  all  the  other  programs,  such  as  the  Alii-  | 
ance  for  Progress,  the  International  Development  Association?  Are  | 
they  eligible  to  pa  rt icipate  in  all  the  other  aid  programs  ? [ 

Mr.  KiLLEFEii.  That  is  a pretty  general  question,  but  I think  the  i 
answer  is  yes.  i 

USE  or  LOCAL  CUBKENCIES  BY  THE  BANK 

Mr.  Passman.  Are  all  the  Latin  American  currencies  we  get  back 
from  the  Latin  American  countries  available  to  convert  into  dollars 
to  make  whatever  use  of  them  we  want  ? j 

Mr.  KmLEFER.  We  relend  them.  Latin  America  is  different  from  | 
other  areas.  We  find  the  local  currencies  are  worth  a lot  to  us  because 
there  there  is  a lack  of  capital,  whether  it  is  local  currencies  or  dollars, 
and  so  we  have  been  able  to  lend,  successfully,  their  currencies,  and  ! 
they  are  very  helpful  to  us.  |j 

Mr.  Passman.  If  we  didn’t  have  them,  the  countries  could  print  and  ]| 
make  the  loans  themselves,  couldn’t  they  ? i 

Mr.  KmLEFER.  They  could,  inflationary  as  it  would  be. 

Mr.  Passman.  Of  course,  you  know  we  have  a little  inflation  m t;. 
this  coimtry.  I bought  a Hickey-Freeman  suit  the  other  day  that  I |; 

paid  $109  for  back  in  1940,  and  today  they  charged  me  $200  for  it.  We  [i 

have  had  a depression  of  about  57  percent  in  the  purchasing  power  |i 
of  our  dollar  since  1940,  so  I want  to  assure  you  I know  what  inflation  |: 
means.  Thank  you  for  giving  me  the  opportunity  to  get  in  the  record 
that  we  know  something  about  inflation,  here.  I am  sure,  working^  j- 
together,  we  can  cut  it  down.  j 

I] 

LOANS  APPROVED  BY  THE  THREE  DIFFERENT  FUNDS  ' 


Could  you  furnish  for  the  record  the  amount  of  grants  or  loans 
made  to  each  one  of  the  Latin  American  countries  out  of  the  three 
windows  of  this  bank  ? 

Mr.  Killefer.  I can  and  will. 

(The  information  faces  this  page.) 

lending  TERMS  OF  THE  EXPANDED  SPECIAL  OPERATIONS  FUND 


Mr.  Passman.  During  the  past  several  years  the  special  operations 
fund  made  loans  which  generally  carry  an  interest  rate  of  4 percent 
and  were  repayable  in  the  currency  of  the  borrower  with  an  average 
maturity  of  20  years.  Is  that  correct  ? 

Mr.  Killefer.  Yes. 

Mr.  Passman.  In  view  of  the  consolidation  and  merger  of  the  func- 
tions of  the  Social  Progress  Trust  Fund  into  the  Special  Operation^ 
Fund,  what  do  you  anticipate  the  lending  terms  of  the  expanded  fund ' 
will  be  ? 

Mr.  Killefer.  They  will  be  the  same  as  they  have  been  in  the  past. 
In  other  words,  maturities  of  between  20  and  30  years  for  the  most* 
part. 


TABLE  I 


OutstandinR 

Income 

Collected  4/ 

Interest 
. I0  1/ 

Page  1 

Repayment  Terms 
Principal  Installments  ^ 

512,677 

8,593,134 

9. 105.811 
100,000 

9.005.811 

19,834 
869,225 
889, 059 
15,792 
873,267 

5.75 

16  semiannual  beginning 
January  1,  I966 

144. 000 

216.000 

360. 000 

22,863 

48,226 

71,089 

5.75 

7 semiannual  beginning 
August  28,  1963.  $7,000 
of  loan  balance  cancelled 

226, 800 
226,800 

38,307 

9,086 

29,221 

5.75 

20  semiannual  beginning 
June  1,  1964.  $448,000 

of  loan  balance  cancelled 

2,158,573 

116.751 

5.75 

19  semiannual  beginning 
December  15,  1964 

7,221,500 

429,706 

487,851 

52,222 

435,429 

7,543 
49, 567 

57,110 

6,593 

50,517 

5.75 

18  semiannual  beginning 
September  5,  1965 

232,276,375 

4,044,336 

5.715.480 
100,000 

5.615.480 

125,766 

191,464 

317,230 

6.727 

310,503 

5.75 

24  semiannual  beginnin:; 
April  1,  1966 

288, 700 
1,300,000 
1, 588 , 700 

18, 138 
138, 508 
T5^'646 

5.75 

24  semiannual  beginning 
October  15,  1964 

170,000 

k322.89p;?67 

744,056 

1,139,364 

P-^333 

806,031 

7,831 

39,299 

98,628 

145,758 

58.159 

5.75  ^ 

12  semiannual  beginning 
November  15,  1964 

29, 000 

201.706 

230. 706 

1, 565 
10,129 

5.75 

11  semiannual  beginning 
February  12,  I965.  $1,29^ 

of  loan  balance  cancelled 
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STATEMENT  OF  APPROVED  LOANS 

December  31,  I96U 


Status  of  Loans 


Banco  de  la  Provlncia  de  Entre  Rios 
Banco  Provincial  de  Santa“^ 

Banco  de  la  Provlncia  de  C<$rdoba 
Mixed  entity 


Global  loan  for  relending 
to  private  enterprises  to 
finance  agricultural, 
industrial  and  mining  pro- 
jects of  an  estimated  cost 
of  $30,000,000 


Agua  y Energia  El^ctrica,  Empres 
del  Estado  de  Argentina 
(Republic  of  ArgentinaT 
Public  entity 


16  Technical  assistance  report 
on  Chocdn  - Cerros  Colora- 
dos  project  of  an  estimated 
cost  of  $637,000 


(Banco  Provincial  de  Santa 
Private  entity 


Expand  production  on  gears 
and  axles  of  an  estimated 
cost  of  $2,206,000 


36  Financing  of  machinery  and 
equipnent  to  manufacture 
prefabricated  housing  of 
an  estimated  cost  of 
$4,550,000 


(Garovagli 


36  To  assist  in  the  financing 
of  irrigation  canals  and 
development  of  farm  prop- 
erty of  an  estimated  cost 

of  $1,600,000 


Agua  y Energia  El^ctrica,  Empresa 
del  Estado  de  Argentina 
(Republic  of  Argentina) 

Public  entity 


39  To  assist  in  the  financing 
of  an  electrical  expansion 
program  of  an  estimated 
cost  of  $40,000,000 


Industrial,  Comercial  y Financiera 
(Provincia  de  Entre  Rios) 

Mixed  entity 


45  To  assist  in  the  financing 
of  a citrus  fruit  proces- 
sing plant  of  an  estimated 
cost  of  $3,413,000 


Armetal,  Industrie  Argentina 
Metales,  S.A. 

n — — 


Industri^  de  la  Repd- 
blica  Argentina) 

Private  entity 


Purchase  of  equipment  and 
machinery  for  automotive 
industry  of  an  estimated 
cost  of  $5,681,000 


COMIMCO.  Sociedad  An6nima,  Comercial. 
Industrial.  Inmobiliaria  y 
Financiera 

(Banco  Industrial  de  la  Repdblica 
Argentina^ 

Private  entity 


Financing  the  purchase  of 
equipment  and  installation 
of  a plant  for  the  produc- 
tion of  pressed  chipboard 
of  an  estimated  cost  of 

$1,217,000 


7/31/61 

contract 

signed 

8/18/61 


8/3/61 

contract 

signed 

8/28/61 


10/5/61 

contract 

12/13/61 


12/14/61 

contract 

12/15/61 


12/21/61 

contract 

3/5/62 


12/21/61 

contract 

3/22/62 


2/21/62 

contract 

4/6/62 


3/8/62 

contract 

5/31/62 


2/21/63 

contract 

8/13/63 


Pesos  ii/ 

U.S.  Dollars  (local  costs  $3,780,000) 
Total  expressed  in  U.S.  Dollars 
Less:  Taken  by  participants 

Net  total  expressed  in  U.S.  Dollars 


Pesos  4/ 

U.S.  Dollars 

Total  expressed  in  U.S.  Dollars 


U.S.  Dollars 

Less:  Taken  by  participants 

Net  total  expressed  in  U.S.  Dollars 


U.S.  Dollars  (local  costs  $100,000) 


Pesos 

U.S.  Dollars  (local  costs  $l60,000) 
Total  expressed  in  U.S.  Dollars 
Less:  Taken  by  participants 

Net  total  expressed  in  U.S.  Dollars 


Pesos 

U.S.  Dollar  (local  costs  $2,800,000) 
Total  expressed  in  U.S.  Dollars 
Less;  Taken  by  participants 
Net  total  expressed  in  U.S.  Dollars 


Pesos  4/ 

U.S.  Dollars 
Total  expressed 


U.S.  Dollars 


Pesos  ii/ 

Italian  Lire 

U.S.  Dollars  (local  costs  $l44,000) 
Ictal  expressed  in  U.S.  Dollars 
Less:  Taken  by  participants 

Net  total  expressed  in  U.S.  Dollars 

Pesos  4/ 

U.S.  Dollars  (local  costs  $29,000) 
Total  expressed  in  U.S.  Dollars 


14.000.  000 

15.000. 000 

100.000 

14,900.000 


29,000 

201.706 

230.706 


487,323 

?.;;06.666 

5,894,189 


512,677 

■593.134 


5.894.189  9.005.811 


252.000  108,  ( 

378.000  162. ( 

630.000  270.  ( 


41,427  2,158,573 


555t^ 

52,222 

S’  550 

487’ 651 
52,222 

515,979 

80,550 

435’ 429 

232,400,000 

8,000,000 

^3,6S5 

3,955,664 

9,671,966 

150,000 

3,956,486 

50.000 

5,715,W 

100,000 

9,521,966 

3,906,486 

5.615,480 

337,000 

1.300.000 

337,000 

1.300.000 

1.637,000 

1.637.000 

170,000 

170,000 

846.002 

154,187,988 

1,492,000 

437,279 

248,690 

1,243,310 

437,279 

1.054.721 

248,690 

806,031 

29,000 

201.706 

e3oi79.g 


JOi246 

103.946 

103.946 


512,677 

1.105.811 

100,000 

1.005.811 


144.000 

216.000 

360.000 


487,65" 

52.222 

4351429 


5,715, 

100,000 

5.6151480 


48.300  288,700 
1,300.000 

48.300  1.588.700 


170,000 

744r05^ 

1,139,364 

— 

29,000 
201.706 
230. 7o5 


19,834 

869,225 

889,059 


116.751 


7,831 

39,299 

- 623 


98.623 

145,758 

58.159 

87,599 

1,565 


5.75  7 semiannual  beginning 

August  28,  1963.  $7,000 
of  loan  balance  cancelled 


3>7^  20  semiannual  beginning 

June  1,  1964.  $448,000 

of  loan  balance  cancelled 


11  semiannual  beginning 
February  12,  1965*  $1,294 

of  loan  balance  cancelled 


rirTER-AIIERICAIJ  DEVELOPMEIIT  BMIK  - OFDE'ARY  CAPITAL 
StfttPTTient  of  Aoorovec^  T.r\nns 
Decer'.'ter  il,  1^-C- 


Country  and  Obligor 
(Guarantor  in  Parenthesis) 

Humber 

Purpose 

ARGEN’ITOA  (Cont'd.) 

Banco  de  la  Nacidn 
Public  entltv 

66 

To  assist  in  the  financing 
of  a program  for  mechaniza- 
tion of  agriculture  of  an 
estimated  cost  of 

$83,333,000 

Compaflla  Sudaroerleana  de  Cemento 
Portland  Juan  Minettl  e Hi.los 
Ltda..  S.A. 

(Banco  Industrial  de  la  Repdbllca 
Argentina) 

Private  entltv 

67 

To  finance  the  adquisltion 
of  equipment  for  a cement 
plant  of  an  estimated  cost 
of  $11,000,000 

CARBOCLOR.  Industrlas  Ouimlcas.  SAIC 

69 

Finance  a petrochemical 

(Banco  Industrial  de  la  Rewlbllca 
Argentina) 

Private  entity 

products  factory  of  an 
estimated  cost  of 
$4,868,000 

Wilson  V Compafifa.  S.A.I.C. 

(Banco  Industrial  de  la  Repdbllca 
Argentina) 

Public  entity 

80 

Financing  the  moderniza- 
tion and  expansion  of  a 
Buenos  Aires  packing  house 
of  an  estimated  cost  of 

$4,903,000 

Banco  Central  de  la  Repdblica 
Argentina 
Public  entity 

91 

Revolving  line  of  credit 
for  medium  term  financing 
of  capital  goods  exports 
of  an  estimated  cost  of 

$3,000,000 


Date 

Approved 

Currencies 

Approved 

Undisbursed 

Balance 

4/16/63 

Pesos  4/ 

T. 500. 000 

1.000.000 

contract 

Italian  Lire 

3,100.000.000 

signed 

U.S.  Dollars  (local  costs  $12,500,000) 

3.113.000 

6/27/63 

Total  expressed  in  U.S.  Dollars 

25,000,000 

4,113,000 

Less:  Taken  by  participants 

. 421.736 

Net  total  expressed  in  U.S.  Dollars 

24.^78.2& 

4.113.000 

4/16/63 

U.S.  Dollars 

7.000.000  2/ 

7.000.000 

contract 

signed 

1/23/64 

6/20/63 

contract 

7/S^3 

U.S.  Dollars 

2.500.000  2/ 

2.500.000 

12/17/63 

Pesos  4/ 

189,000 

71,588 

contract 

U.S.  Dollars 

1.328.000 

848,661 

L^i8/63 

Total  expressed  in  U.S.  Dollars 

1.517.000 

920,249 

4/8/64 

contract 

signed 

4/15/64 

U.S.  Dollars 

3.000.000 

. 2^7723623 

Empress  Provincial  de  Energla 
de  C6rdoba 

CProvince  of  Cordoba) 

Public  entity 


93  Financing  complementary  7/30/6U 

parts  of  a project  for 
the  betterment  of  the 
electric  supply  system  of 
the  province  of  Ctfrdoba  of 
an  estimated  cost  of 
$10,029,000 


Pesos  It/ 

U.S.  Dollars  (local  costs  $310,000) 
Total  expressed  in  U.S.  Dollars 


"ADAMAS’'  Socledad  Andnima.  Industrial  101 
Comercial  e Inmobiliaria 
(Banco  Industrial  de  la  Repdblica 
Argentina) 

Private  entity 


Banco  de  la  Nacidn  Argentina  108 

Public  entity 


Financing  expansion  of  IO/15/6U 

paper  and  carton  producing 
plant  of  an  estimated  cost 
of  $3,051^,000 


To  assist  in  the  financing  12/10/64 

of  a program  for  mechani- 
zation of  agriculture  of 
an  estimated  cost  of 

$ 207,300,000 


German  Deutschs  Marks 
U.S.  Dollars 

Total  expressed  in  U.S.  Dollars 


Pesos  li/ 

German  Marks 
U.S.  Dollars 

Total  expressed  in  U.S.  Dollars 

Less:  Taken  by  participants 

Ilet  total  expressed  in  U.S.  Dollars 


Total  loan‘  --o  Argentina  expressed  in  U.S.  Dollars 
Less:  Taken  by  participants 

Ilet  total  of  loans  to  Argentir.  pressed  in  U.S.  Dollars 


3.000.000 

3.000,000 

T30.0PO  , 

1.500.000  2/ 

750.000 

1.500.000 

2.000.000 

3.000,000 

24.000,000 

24,000,000 

6,000,000 
15,000,000  ^ 
420,000 

6,000,000 

15,000,000 

420,000 

14.580,000 

14.530,000 

91,696,373 

1.506.437 

48,527,220 

470.000 

9071927435 

48,057,220 

Status  of  Loans 


Outstanding  Collected  4/ 


Repayment  Terms 

. 1/  Principal  Installments  ^ 


5.75  2/ 


•j20w-.r 

11.302 

t>09.443 


117, 412 


117,412 

479.339 

>^77^ 


Repayable  In  perlcnls  end 
under  conditions  ojiocil'I 
in  credit  documents 
by  the  obligor 


.00  5/ 


24  aemlannuol  l,cr 
months  after  doto 
contract 


U3,in,«;2 
1.036,1.11 
U2  135  21fc 


..47,Wi6 


42,724,207  2,366,6511 

-/■,7.25>1  157. 65> 

L.Slfe'jg  2,261,032 


TABLE  I 
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INTER-AMERICAN  DEVELOPMENT  BANK  - ORDINARY  CAPITAL 
Statement  of  Approved  Loans 
December  31,  1964 


Country  and  Obligor 
(Guarantor  in  Parenthesis) 

BRAZIL 

Lutcher  S»A»  Celulose  e Papel 
Private  entity 


Loan 

Number  Purpose 


Date 

Approved  Currencies 


Undisbursed Status  of  Loans 

Balance  Disbursed  Repaid  Outstanding 


2 Construction  of  cellulose  3/3l/6l 
pulp  mill  and  related  contract 

facilities  of  an  estimated  signed 

cost  of  $13,000,000  6/14/61 


Cruzeiros  it/ 

U.S.  Dollars  (local  costs  $2,000,000) 
Total  expressed  in  U.S.  Dollars 


2,200,000 

2.500. 000 

4.700.000 


2,200,000  132,000  2,068,000 

2.500.000  IW.OOO  2.350.000 

4.700.000  282,000  4.4l8.000’ 


Income  Interest 
Collected  zl  % 1/ 


Repayment  Terms 
Principal  Installments  i/ 


294,487  5.75 


24  semiannual  beginning 
December  15,  1963 


Lutcher  S.A.  Celulose  e Papel  2-A 

Private  entity 


Construction  of  cellulose  4/l?/64 

pulp  mill  and  related  contract 

facilities  of  an  estimated  signed 

cost  of  $7,500,000  5/iM 


U.S.  Dollars  (local  cost  $2,700,000) 


‘*5.648  3.954.352 


3.954.352 


105. 560  5.75  8 semiannual  beginning 

December  15,  1971 


Sifeo  do  Brasil,  S.A. 

11  Purchase  of  machinery  to 

6/28/61 

Cruzeiros  it/ 

180,000 

Private  entity 

expand  production  of 

contract 

U.S.  Dollars  (local  costs  $175,190) 

?70z000 

forgings  for  automotive 

signed 

Total  expressed  in  U.S.  Dollars 

750,000 

industry  of  an  estimated 
cost  of  $1,480,000 

11/21/61 

Less:  Taken  by  participants 

Net  total  expressed  in  U.S.  Dollars 

122.094 
627!  906 

180.000  51,  “toe 

570.000  162.792 

750.000  214,200 

122.094  122 .094 

627.906  92,106 


128,592 
407. 208 
535,800 


535.800 


14,170 

76.793 

90;963 

12.762 


5.75  l4  semiannual  beginning 

April  1,  1963 


Industrie  Brasileira  de 
Equipamentos,  S.A. 
(Directors  of  the  Obligor) 
Private  entity 


29  Financing  of  machinery  IO/I9/6I 

for  the  production  of  bits  contract 

and  joints  of  an  estimated  signed 

cost  of  $1,230,000  1/24/62 


Cruzeiros  hJ 

U.S.  Dollars  (local  costs  $88,000) 
Total  expressed  in  U.S.  Dollars 


87.000 

528.000 

615.000 


87,000 


■*92,^5 

?7?,a75 


1,505  5.75  aemionnuul  boc'.lnninc 

16, 491  July  15,  1964 

19.9% 


Papel  e Celulose  Catyinense  Ltda. 
(Klabin  Irm^s  & C^a)~ 

Private  entity 


Construction  of  a kraft  12/24/61 
pulp  and  paper  mill  of  an  contract 
estimated  cost  of  signed 

$21,600,000  1/22/62 


U.S.  Dollars 


5,000,000  2.594.263  2,405,737 


2^  ^^>737 


267.648  5.75 


9 semicnnual  IjCf.innlrt: 
January  15,  l‘/'5 


Centrals  El^tricas  de  Minas 
Gerais,  S.A. 

(Bunco  Minero  de  Producao) 
Public  entity 

35 

To  finance  the  expansion 
of  electrical  transmission 
and  distribution  facili- 
ties of  an  estimated  cost 
of  $35,000,000 

12/14/61 

contract 

signed 

6/5/62 

Cruzeiros  hj 

U.S.  Dollars  (local  costs  $1,500,000) 
Total  expressed  in  U.S.  Dollars 

Fundigao  Tupy,  S.A. 
Private  entity 

44 

To  expand  production  of 
iron  castings  of  an  esti- 
mated cost  of  $1,630,100 

2/15/62 

contract 

5/16/62 

U.S.  Dollars 

Compajihia  Agricola,  ImobiliAria  e 
Colonizadora 

(Banco  do  Estado  do  Paulo) 

Public  entity 

48 

Program  of  agricultural 
mechanization  in  the  State 
of  S^  Paulo  of  an  esti- 
mated cost  of  $10,647,000 

6/28/62 

contract 

signed 

12/6/62 

Italian  Lire 
U.S.  DoUars 

Total  expressed  in  U.S.  Dollars 

Companhia  Pernambucana 
de  Borracha  Sint^tica 
(Banco  Nacional  do  Desenvolvimento 
Econdmico) 

Public  entity 

49 

Synthetic  rubber  plant  of 
an  estimated  cost  of 

$33,134,000 

7/5/62 

contract 

11^/62 

U.S.  Dollars 

1. 500.000 

3.500.000 
5,000.000 

14211812 

1.691.81-9 

1, 500,000 
1.808.181 
,3i3°8>l8l' 

1,500,000 

1.808.181 

3.308.lSl 

141,551 

181,210 

5.75 

20  comi-nnuul  Lci 
December  9>  V/A 

560.000 

560,000 

20.000 

540.000 

76.927 

5.75 

12  semiannual  tecinrdng 

Ilovember  15,  19^4 

620,000,000 

140,600,899 

479.  ,399. 101 

479.399.101 

58,146 

5.75^ 

12  eemiannual  beginning 
June  6,  1965 

3.500,000 

— 

3.4%!  526 

3z4^z,2.g6 

290.244 

4,500.000 

2,36.250 

4.263.750 

4.263.750 

348,390 

3,615.000 

3°5;°71 

3,309.929 

263.429 

5.75 

14  semiannual  beginning 
May  15,  1966 

INTER-AMERICAN  DEVELOPMENT  BANK  - ORDINARY  CAPITAL 
Statement  of  Approved  Loans 
December  31j  196U 


Country  and  Obligor 
fOuarantor  in  Parenthesis) 

Loan 

Number 

Purpose 

Date 

Approved 

Currencies 

Approved 

Undisbursed 

Balance 

BRAZIL  (Cont'd. ) 

Financing  expansion  of 
electrical  generation  and 
transmission  facilities 
of  an  estimated  cost  of 

$42,089,000 

8/9/62^^ 

Italian  Lire 

1.860.000,000  1,6 

i60.000,000 

fTompanhia  Hidro  El^trica  do 

U.S.  Dollars  (local  costs  $1,500,000) 

12,000.000 

9.003.951 

Sao  Francisco 

12%2/6Z 

Total  expressed  in  U.S.  Dollars 

15.000.000 

12,003,951 

(United  States  of  Brazil) 
Public  entity 

Centrals  El^trlcas  de  Urubupungi.  S.A. 

76 

Financing  hydro-electrical 

11/14/63 

U.S.  Dollars  (local  costs  $5,l80,000) 

13.250,000 

10,873.222 

(CELUSA) 

(United  States  of  Brazil) 
Public  entity 

river  of  an  estimated  cost 
of  $200,390,000 

contract 

signed 

11/20/63 

Comnanhia  de  Eletricidade  do 

8U 

Financing  the  expansion 

12/31/63 

contract 

signed 

12/31/64 

Cruzeiros  it/ 

U.S.  Dollars  (local  costs  $740,000) 

640,000 

2.560,000 

640,000 

2.560,000 

Estado  da  Baliia  (COELBA) 

Total  expressed  in  U.S.  Dollars 

3.200.000  2/ 

3.200.000 

(Estado  da  Bahia) 
Public  entity 

cost  of  $7,097,000 

Banco  do  Brasil.  S.A. 
Public  entity 

88 

Revolving  line  of  credit 
for  medium  tenn  financing 
of  capital  goods  exports 
of  an  estimated  cost  of 
$3,000,000 

4/8/64 

contract 

signed 

7/9/64 

U.S.  Dollars 

3.000.000  2/ 

3.000.000 

Banco  Nacional  de  Desenvolvimento 

96 

Relending  to  develop  small 

7/30/64 

Cruzeiros  ii/ 

U.S.  Dollars  (local  costs  $6,000,000) 
Total  expressed  in  U.S.  Dollars 

15.000. 000 

12.000. 000 

15,000,000 

12.000.000 

Economic© 
Public  entity 

and  medium  industry  of  an 
estimated  cost  of 

$54,000,000 

27.000.000  2/ 

27.000.000 

Mw.iiesita,  S.A. 

(Banco  de  Desenvolvimento  Economic©) 
Private  entity 

97 

Expansion  of  plant  capacity 
of  an  estimated  cost  of 

$15,800, 000 

7/30/64 

contract 

9/29/64 

U.S.  Dollars  (local  costs  $311,000) 

4.000,000  2/ 

4.000,000 

Ferro  e Ayo  de  Vittfria  S.A, 

(Banco  Nacional  do  Desenvolvimento 
Economico) 

Private  entity 

103 

Financing  steel  production 
feasibility  studies  of  an 
estimated  cost  of 

$2,185,000 

11/19/64 

U.S.  Dollars 

1.300.000  2/ 

1.300.000 

Companhiu  Vale  do  Rio  Doce 

104 

Financing  expansion  of  iron 
ore  production  and  exporta- 

11/19/64 

Geman  Marks 

20.000.000 

20.000,000 

U.S.  Dollars 

23,800,000 

23.800.000 

Economico) 
Public  entity 

tion  capacity  of  an  esti- 
mated cost  of  $97,474,000 

Total  expressed  in  U.S.  Dollars 

28.800.000  2/ 

28,800,000 

Central  El^trica  CaDivari-Cachoeira, 

S.A. 

Tstate  of  Parang) 

Public  entity 

105 

Financing  acquisition  of 
equijffnent  and  materials  for 
a hydroelectric  plant  of  an 
estimated  cost  of 
$29,420,000 

11/19/64 

U.S.  Dollars 

5,450,000  2/ 

5.450,000 

TABLE  I 
Page  4 


Status  of  Loans 

Disbursed  Itepaid  Outstanding 


Income  Interest  Repayment  Terms 

Collected  4/  "t  1/  Principal  InstfLllments  i/ 


,.gui2^oi«9 

2,996.049 

2.996.049 

59,794 

171.613 

231.407 

5.755/ 

2.376,778 

2.376,778 

112.296 

5.75 

2d  semiannual  beginning 
July  10,  1966 


32  semiannual  beginning 
May  20,  1968 


3.73  26  semiannual  beginning 

June  30,  1968 


6.00  Repayable  in  periods  and 

under  conditions  speci- 
fied in  credit  documents 
issued  by  the  obli/or 


5.73  23  semiannual  boflnninc 


6.'j0  10  ceifiiannu'j.i  tc.:irinln:, 

contract 


6.00  24  semiannual  becinning 

42  months  after  date  of 
contract 


6.00  30  semiannual  beginning 

54  months  after  date  of 
contract 


TABUS  I 
Pa«e  5 


INTER-AMERICAN  DEVELOPMENT  BANK  - ORDINARY  CAPITAL 
Statement  of  Approved  Loans 
December  31,  1964 


Coimtry  and  Obligor 
(Guarantor  in  Parenthesis) 

Loan 

Number 

Purpose 

Date 

Approved  Currencies 

BRAZIL  (Cont'd.) 

Banco  do  Estado  da  Guanabara  S.A. 
(State  of  Guanabara] 

Public  entity 

109 

Financing  the  improvement 
of  the  water  supply  system 
of  the  State  of  Guanabara 
of  an  estimated  cost 

of  $8,917,083 

12/24/64  Cruzeiros  hj 

contract 

signed 

12/31/64 

Total  loans  to 

Brazil  expressed  in  U.S.  Dollars 

Less:  Taken  by  participants 

Net  total  of  loans  to  Brazil  expressel  in  U.S.  Dollars 


Undisbursed 


Status  of  Loans 


Income  Interest  Repiiynent  Terms 

Collected  i/  t y Frlnclnsl  Jnst.11m.nts  ij 


5.000,000  2/ 


5.000.000 


35  semisnnusl  beginning 
January  3,  1968 


13U,74o,O0O 

122.094 

134,617,965 


29,223,675  535,224 

122,094  122.094 

29,101,581  413,130 


28,688,451  2,578,337 

12.762 

28,688,451  2, 565,575 


105,516,325 

105,516,325 


TABLE  I 
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IliTER-AMERICAH  DEVELOR-IENT  BAim  - ORDIHABY  CAPITAL 
Statement  of  Approved  Loans 
December  31,  I96U 


Country  and  Obligor 
(Guarantor  in  Parenthesis) 

Loan 

Number 

Date 

Currencies 

CHILE 

Corporacidn  de  Fomento  de  la 
Produce i6n 
Public  entity 

4 

Development  of  industrial 
mining  and  fishery  pro- 
ducts of  an  estimated 

cost  of  $76,000,000 

4/9/61 

contract 

8/19/61 

Escudos  4/ 

U.S.  Dollars  (local  costs  $1,500,000) 
Total  expressed  in  U.S.  Dollars 
Less:  Taken  by  participants 

Net  total  expressed  in  U.S.  Dollars 

Government  of  the  Republic  of 
Chile 

Public  entity 

31 

Expansion  of  potable  water 
supply  systems  of  the 
cities  of  Concepcidn  and 
Talcahuano  of  an  estimated 
cost  of  $1,805,880 

11/22/61 

contract 

signed 

5/16/62 

U.S.  Dollars 

1.500.000 

4.500.000 
6,000,000 


Undisbursed 

Status  of  Loans 

Income  Interest 

Repayment  Terms 
Princlped  Instadlments  .3/ 

Balance 

Disbursed 

Repaid 

Outstanding 

Collected  4/  1/ 

1.500.000 

4.500.000 

174,53** 

523.602 

1,325,466 

3,976,398 

139,821  5.75 

407.364 

20  semiannual  beginning 
December  15,  1963 

6,000,000 

344.098 

698, 136 
344,098 

5,301,S6i4 

547I135 

42.818 

3,635,?02. 

354.038 

5.301.864 

504.367 

Z62ri5it 

282.046 

282,046 

29.294  5.75 

32  semiannual  beginning 

November  I6,  I966 


Corporacitfn  de  Fomento  de  la 
Produce ion 
Public  entity 


33  To  assit  in  the  financing 

12/7/61 

U.S.  Dollars 

5,000,000 

219,706 

4,780,294 

of  a fishing  enterprise 

contract 

Less:  Taken  by  participants 

250.000 

gi9,706  _ 

250,000 

of  an  estimated  cost  of 
$9,500, 000 

Net  total  expressed  in  U.S.  Dollars 

4,750.000 

**,530.294 

4,780,294 

250.000 


233,183 

24,112 

■ g9g.Lp.7i 


5.75  l8  semiannual  beuinninc 

July  15,  1965 


Republic  of  Chile 
Public  entity 


43  To  construct  and  expand 
irrigation  canals  of  an 
estimated  cost  of 
$11,714,000 


2/8/62  Escudos 

contract  U.S.  Dollars  (local  costs  $600,000) 

signed  Total  expressed  in  U.S.  Dollars 

5/16/22 


1.350.000 

1.575.000 
2.224,423 


649,6.?t 


32  scmiiinnual  Lc,  i-. 
Iloveinbcr  16,  V/ C 


Coi'?-un£a  Manufacturera  de  Papeles 
^ Cai'tonec,  S.A. 


56  To  assist  in  financing  the 
expansion  of  a pulp-produ- 
cing plant  of  an  estimated 
cost  of  $32,004,000 


11/8/62 

contract 

11/23/62 


Escudos  4/ 

1.600,000 

733.313 

866,687 

Italian  Lire 

4,960,000,000 

I.775.879.&2 

3,184,^0,318 

U.S.  Dollars  (local  costs  $1,600,000) 

6,400,000 

1.796.139 

4,603,861 

Total  expressed  in  U.S.  Dollars 
Less:  Taken  by  participants 

16,000,000 

450,000 

5,393,774 

10,606,226 

450,000 

Net  total  expressed  in  U.S.  Dollars 

15;  550, 000 

6;  393, 77** 

10,156,226 

3.184.120, 318 

Cgojtfel 

10,606,226 


47,715 

379,091 

165.666 


>/6 
562; 513 


Mudergs  Aclomeradas  Pinihue,  S.A. 
(Corporacidn  de  Fomento  de  la 
Produo’itjn) 

Private  entity 


60  To  assist  in  financing  the 

cost  of  the  installation 

2/7/63 

contract 

Italian  Lire 

U.S.  Dollars  (local  costs  $335,000) 

207,700,000 

900.000 

61,674,910 
i&.i75  ■ 

146,025, 090 
713,622 

of  a plant  for  the  produc- 

Total expressed  in  U.S.  Dollars 

1,235.000 

285.854 

949, 1>*6 

tion  of  chipboard  of  an 

2/3/63 

estimated  cost  of 

$3,067,000 


146,025.090 

713.622 


Empresa  dc  Ai-uti  Potable 
(Republic  of  Chile) 

63  To  assist  in  financing 

the  improvement  of  the 

h/h/63 

contract 

Escudos  it/ 

U.S.  Dollars  (local  costs  $1,625,000) 

1,500,000 

3,625,000 

1,500,000 

3.473.173 

146,827 

Public  entity 

water  supply  systems  of 

Total  expressed  in  U.S.  Dollars 

5,125.000 

4!  97s! 173 

146, 827 

Santiago  of  an  estimated 
cost  of  $10,695,000 

5/24/63 

Empresa  Nacional  del  Petrdleo  (ENAP) 

74  To  assist  in  financing 

10/24/63 

U.S.  Dollars  (local  costs  $700,000) 

10,718,298 

6,l55,046 

4,532.252 

Corporacidn  de  Fomento  de  la 

the  construction  of  an  oil 

contract 

£'■'  'S  Francs 

1.000.000 

1,000,000 

Produce idn 

refinery  of  an  estimated 

signed 

'ian  Francs 

2,500,000 

2.500,000 

Public  entity 

cost  of  $34,000,000 

11/5/63 

_..'a1  expressed  in  U.S.  Dollars 
Lc-'s:  Taken  by  participants 

11,000,000 

1,131.702 

6, l38, o46 

4,311,95** 

1.131.702 

total  expressed  in  U.S.  Dollars 

9' 8®  293 

6.i58.o46 

3.680.252 

146,827 

iI<6.527 


14,147  32  .jtr.l’i.r.ijui  I'.  It.f.l!.  • 

36,37;  2-,  1.'  / 

50.520 


4,530.252 


1.000.000 


122,461 

3, 102 

3^.616 

1<V/,05P 


20  coir.ia/.nual  bcglnnin;: 


i 


INTER-AMERICAN  DEVELOPMENT  BANK  - ORDDIARY  CAPITAL 
Statement  of  Approved  Loans 
December  31,  196U 


Country  and  Obligor 

Loan 

Number 

Purpose 

Date 

AiJproved 

Currencies 

Approved 

Undisbursed 

'ICELE  (Cont'd.) 

Corporacidn  de  Fomento  de  la 

86 

Development  of  enterprises 
in  the  fields  of  industry, 

3/12/64 

contract 

U.S,  Dollars  (local  costs  $1,200,000) 
Less:  Taken  by  participants 

6,000,000 

200.000 

3,380,652 

Public  entity 

mining,  fishing,  wood 
production  and  small  indus- 
try of  an  estimated  cost 

of  $59,700,000 

signed 

3/17/64 

Net  total  expressed  in  U.S.  Dollars 

5,800.000 

-3x3^x652 

Banc*.^  Central  de  Chile 

89 

Revolving  line  of  credit 

4/8/64 

U.S.  Dollars 

2,000,000  2/ 

2.000,000 

Public  entity 

for  medium  term  financing 
of  capital  goods  exports 
of  an  estimated  cost  of 

$2,000,000 

contract 

signed 

4/15/64 

Fepui^llc  of  Chile 
R .xlic  entity 

98 

Construction  of  the  Dlgua 
Dam  on  the  River  Cato  to 

8/6/64 

contract 

Escudos  h/ 
U.S.  Dollars 

1.700.000 

1.800.000 

1.700.000 

1.800.000 

provide  Irrigation  in  Li- 

signed 

Total  expressed  in  U.S.  Dollars 

3.500.000 

3.500.000 

nares  Province  of  an  esti- 
mated cost  of  $14,050,000 

8/12/64 

C:>m:  M.-mufacturera  de  Papeles 

100 

Financing  expansion  of  pulp 
producing  plant  at  Laja  of 

10/8/64 

contract 

German  Marks 

Total  expressed  in  U.S.  Dollars 

5.600.000 

1.400.000  2/ 

5.600.000 

1)400.000 

an  estimated  cost  of 

$6, 300, 000 

signed 

10)^9/64 

Total  loans  to  Chile  expressed 
Less;  Taken  by  participants 

in  U.S.  Dollars 

60, 534,423 

2.375,800 

28,763,193 

Net  total  of  loans 

to  Chile  expressed  in  U.S.  Dollars 

58,158,623 

28,763,193 

jj  ■ .'n  Financiera  Colombiana 

1 arrollo  Industrial 

T . entity 

5 

Development  of  small  and 
medium  size  industries  of 
an  estimated  cost  of 

$1,050, 964 

4/9/61 

contract 

signed 

9/8/61 

Pesos 

U.S.  Dollars 

Total  expressed  in  U.S.  Dollars 

Less:  Taken  by  participants 

Net  total  expressed  in  U.S.  Dollars 

4.000,000 

61,500 

?97,i82 

m:  Mblicas  de  Medellin 

6 

Improvement  and  expansion 

4/9/61 

Pesos 

19.950.000 

3.630,818 

( : ic  of  Colombia) 

of  water  supply  of  an  esti- 

contract 

U.S.  DoUars 

3.300.000 

918:305 

i . entity 

mated  cost  of  $10,500,000 

signed 

6/3/61 

Total  expressed  in  U.S.  Dollars 

Less:  Taken  by  participants 

Net  total  expressed  in  U.S.  Dollars 

5,256,717 



5.153,592 

1.201.299 

1.201.299 

jni  :jas  Pdblicas  Municipales  de 

9 

Improvement  and  expansion 

6/15/61 

Pesos  4/ 

3,800,000 

1,847,578 

922.096 

C i^iagena 

of  water  and  sewerage 

contract 

U.S.  Dollars 

2,200.000 

T . -public  of  Colombia) 
F tblic  entity 

system  of  an  estimated 
cost  of  $10,800,000 

signed 

10/17/61 

Ic ■ .1  expressed  in  U.S.  Dollars 

Lt . : Taken  by  participants 

He’,  total  expressed  in  U.S.  Dollars 

6)000)000 

fflx3°° 

5,862.500 

2,369,674 

,2x.3.69xfe.l4. 

Jovernment  of  Colombia 

23 

Technical  assistance  to 

9/6/61 

Pe..:s  4/ 

200,000. 

172,695 

Public  entity 

establish  specific  pro- 
jects of  an  estimated  cost 

of  $500,000 

contract 

signed 

10/14/61 

U.S.  Dollars 

Total  expressed  in  U.S.  Dollars 

300.000 

500.000 

300,000 

472.695 

Page  7 


Status  of  iioans 

Disbursed  Repaid  Outstanding 


icon’s  Interest  Repayment  Terms 

CoUected  jj/  _ j 1/  Principal  Installmenta  3/ 


2,619,31*8 

200.000 

2.419.348 


34,608  5.75 


10  semiannual  beginning 
September  17,  1967 


6.00  Payable  In  periods  and 

under  conditions  specified 
in  credit  documents  issued 
by  the  obligor 


6.00  32  semiannual  beginning 

February  12,  I969 


6,00  2/  2^  semiannual  beginning 

November  23,  1965 


31,771,230 

2^7^,800 

29.395.430 


698,136 

344,098 

354.03^ 


31,073,094 

2.031.702 

29.041.392 


1,734,375 

122x282 

1,601,093 


61. 500 

?97.102 


500.000 
61.500 
118, 376 
61. 500 
56.876 


3.500.000 

142.153 

540^3^ 


540.306 


57,182 


5.75  16  semiannual  tcflnnln,' 

March  15,  r>6*i.  ij:256,3*i7 

of  loon  bulttfico  C'i/jCQlied 


16.319.182 

4)055)  4l8 
103)125 


16.319.182 


149,474 
230) 948 
380)022 


5.75  32  semiannual  beginning 

December  1,  1965 


1,952,422 

1.677.904 

3)630)326 

437,500 

3.492.826 


1, 952,422 
1.677.904 
3,630,326 

3.492.826 


321, 170 

48,20?. 

302.965 


5.75  32  semiannual  beginning 

April  17,  1966 


27,305  4,551 

~277305  4,551 


22.754 

22.754 


6,373  5*75  6 semiannual  beginning 

6,112  April  1,  1964 

12.485 


I 


INTER-AMERICAN  DEVELOPMENT  BANK  - ORDINARY  CAPITAL 
Statement  of  Approved  Loans 
December  31,  1964 


TABLE  I 
Pa«e  6 


Country  and  Obligor 
(Guarantor  in  Parenthesis) 

Loan 

Number 

Purpose 

Date 

Approved 

Currencies 

COLOMBIA  (Cont'd.) 

Celulosa  y Panel  de  Colombia.  S.A. 
(Inctituto  de  Fomento  Industrial) 
Private  entity 

4l 

Purchase  of  machinery  and 
equlj^nt  for  a woodpulp 
plant  of  an  estimated  cost 
of  $3,403,000 

1/18/62 

contract 

signed 

3/2/62 

U.S.  Dollars 

Less:  Taken  by  participants 

Net  total  expressed  in  U.S.  Dollars 

Institute  Hacional  de  Fomento 
Municipal 

(Republic  of  Colombia) 
Public  entity 

50 

Expansion  of  potable  water 
and  sewerage  system  of  an 
estimated  cost  of 
$9,088,000 

7/12/62 

contract 

signed 

8/21/62 

U.S.  Dollars 

Republic  of  Colombia 
Public  entity 

64 

Financing  of  a soda  produc- 
ing plant  of  an  estimated 
cost  of  $25,413,000 

4/9/63 

contract 

signed 

9/18/63 

Italian  Lire 
U.S.  Dollars 

Total  expressed  in  U.S.  Dollars 

Banco  de  la  Rep\Iblica 
Public  entity 

72 

Financing  of  Industrial 
and  agricultural  enter- 
prises of  an  estimated 

cost  of  $49,100,000 

10/10/63 

contract 

signed 

10/30/63 

U.S.  Dollars 

Lrrjiu'e.'j'j  "Puertoc  de  Colombia" 
(Republic  of  Colombia) 
Public  entit.y 

77 

Rehabilitation  and  impro- 
vement of  the  Port  of 
Buenaventura  of  a total 
cost  of  $19,665,000 

12/5/63 

contract 

I2A0/63 

U.S.  Dollars  (local  costs  $4,100,000) 

Less:  Taken  by  participants 

Net  total  expressed  in  U.S.  Dollars 

Imi'ijtriai  Agrariu  "La  Palma".  S.A. 
(Corporacidn  Financiera  Colombiana 
do  Desarrollo  Industrial) 

Private  entity 

99 

Financing  the  cultivation 
of  African  Palm  trees  of 
an  estimated  cost  of 

$7,239,000 

8/28/64 

Pesos  4/ 

U.S,  DoUars 

Total  expressed  in  U.S.  Dollars 

Inotituto  de  Aprovechamiento  de  Aguas 

106 

Financing  the  utilization 

11/19/64 

U.S,  Dollars 

y Foi.ento  Eiectrico 
(Republic  of  Colombia) 
Public  entity 

of  the  Rio  Prado  in  genera- 
ting electricity  of  an 
estimated  cost  of 

$20,839,000 

Less:  Taken  by  participants 

Net  total  expressed  in  U.S.  Dollars 

InstituLo  de  Aprovechamiento 
de  Aguas  v .'’on-.cnto  Electric© 
(Republic  of  Colombia) 

107 

To  finance  expansion  of 
electrical  power  system 
and  Interconnection  with 
other  similar  system  of  an 
estimated  cost  of  $4,078,000 

12/3/64 

Pesos  it/ 

U.S.  Dollars 

Total  expressed  in  U.S.  Dollars 

Total  loans  to  Colombia  expressed  in  U.S.  Dollars 
Taken  by  participants 

Net  total  of  loans  to  Color.bia  expressed  in  U.S.  Dollars 


Approved 

Undisbursed 

Balance 

1,000,000 

100.000 

340,894 

400.000 

340,894 

2i.a^P00i.0Q0 

6.300.000 

12.000.000 

6^8,3^2,000 

702.338 

1.731.938 

3.000.000 

2.400.000 

10,000,000 

825.000 

9,450,000 

275.000 

9.175.000 

9.175.000 

334. 000 

896.000 

334.000 

896.000 

1.230.000  27" 

1.2-30.000 

8,000,000  2/ 
425.000 

8,000,000 

425.000 

7,575,000 

7.575.000 

300,000 
2.900.000  . 

300,000 

2.900.000 

3.200.000  ^ 

3.200.000 

51,245,399 

1,652.125 

30,396,500 

700.000 

49,593,27<( 

29,696, 500 

659.106 
100.000 

559.106 


20,81(8,399 


Status  of  Loans 
Bepald 


Outstanding 


659,106 

100.000 

»9b06 


550,000 

5^0^-QQQ 


61.500  890.625 


Income 

Collected  4/ 


y 


Repayment  Terms 
Principal  InstaUaents  2/ 


61,374  5.75 


14  semiannual  beginning 
September  2,  1965. 
$400,000  of  loan  balance 
cancelled 


-64, 606  5,75  32  semiannual  beginning 

November  21,  I967 
$3,600,000  of  loan  balan- 
cancelled 


142,775  5»75  1/  24  semiannual  beginning 

150.421  March  10,  I967 

~293.196 


32.147  5-75  20  semiannual  beginning 

April  30,  1966 


65,117  5*75  23  semiannual  beclnninr 

4, 679  December  10,  VjCj 

"60.436 


6.00  13  cemiannual  borittnln,. 

48  months  al'ter  dai.e  of 
contract 


6.00  32  semiannual  becinninc 

54  months  after  date  of 
contract 


6.00  32  semiannual  beginning 

54  months  after  date  of 
contract 


1,334,919 

36.767 

1,279,1^ 
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Country  and  Obligor 
(Guarantor  in  Parenthesis) 

Loan 

Number 

Date 

Approved 

Currencies 

COSTA  RICA 

Banco  Nacional  de  Costa  Rica 
Public  entity 

32 

Development  of  livestock 
raising  industry  of  an 
estimated  cost  of 
$5,000,000 

11/30/61 

contract 

signed 

1/15/62 

Colones  it/ 

U.S.  Dollars  (local  costs  $900,000) 
Total  expressed  in  U.S.  Dollars 
Less:  Taken  by  participants 

Net  total  expressed  in  U.S.  Dollars 

Industrie  Nacional  de  Cemento,  S.A. 
Private  entity 

\ 

4o 

Purchase  of  machinery  and 
equipnent  for  a cement 
plant  of  an  estimated 

cost  of  $4,950,000 

i/u/62 

contract 

3/2/62 

U.S.  Dollars 

Less:  Taken  by  participants 

Net  total  expressed  in  U.S.  Dollars 

Banco  de  Costa  Rica 
Public  entity 

53 

Financing  a program  of 
industrial  development 
of  an  estimated  cost  of 

$5,000,000 

8/9/62 

contract 

11/15/62 

Colones 

U.S.  Dollars  (local  costs  $500,000) 
Total  expressed  in  U.S.  Dollars 
Less:  Taken  by  participants 

Net  total  expressed  in  U.S.  Dollars 

Undisbursed 


Status  of  Loans 


600,000 

2,400,000 


115,356 

1,705,334 

484,644 

694.666 

1,820,690 

1,179,310 

150,000 

1,820,690 

1.029.310 

15,000 


15,000 


1*69,61*4 

619.666 

1,069,310 

75.000 


2,800,000 
560.000 
2. 240^000 


2.800.000 
560.000 

2.240.000 


70.000  2,730,000 

560.000 

70.000  2.170.000 


2.660.000 

2.600.000 

3.001.631 

200.000 

2.801.631 


1.718.126 

1^922,654 


1.304,825 

' 63i'!874 

1,078,9^ 
200.000 
B78.977 


1.304,825 

881.874 

1,078,977 

200.000 

S7Hi?77 


Income  Interest  Repayment  Terms 

Collected  4/  % 1/  Principal  Instftiinwnt.a  ^ 


23,138 


5.75 


20  semiannual  beginning 
July  15,  1964 


190,146  5«75  20  semiannual  beginning 

9,389  September  2,  1964 

180,757 


2,811  5.75  19  semiannual  beginning 

48,  ip  November  15,  1965 


Institute  Costarricense  de 
Electrlcldad 
(Republic  of  Costa  Rica) 
Public  entity 


54  Financing  of  an  electrical  8/9/62 

power  expansion  program  of  contract 

an  estimated  cost  of  signed 

$3,903,000  9/1 V82 


U.S.  Dollars 

Less;  Taken  by  participants 

Net  total  expressed  in  U.S,  Dollars 


2,  YOO,UOO 

iMM 


2.165.161 

2.165.161 


534,839 

MM 


534,839 


59,276  5.75  32  semlannu&l  beginning 

13.445  September  20,  1966 


Total  loans  to  Costa  Rica  expressed  in  U.Se  Dollars 
Less:  Taken  by  participants 

Net  total  of  loans  to  Costa  Rica  expressed  in  U.S,  Dollars 


11, 501,631 

1,163,125 

10,338,506 


5,908,505 


5,908,505 


5,593,126 
1.163.125 
4, 430, 001 


160,000 


5,433,126 

1.068,125 

4) 345! 001 


405,301 


COmmCAH  BEPUBLIC 


Bonco  Agrfcola 

(Dominican  Republic) 
Public  entity 


Program  of  livestock  and 

8/15/63 

Pesos  it/ 

1,100,000 

1,100,000 

agricultural  developnent 

contract 

U.S,  Dollars 

4.900.000 

4,295.473 

604,527 

604,527 

of  an  estimated  cost  of 

signed 

Total  expressed  in  U.S.  Dollars 

6,000, 000 

5; 395; 473 

^o4, 527 

604,527 

$11,000,000 

8/29/63 

Less;  Taken  by  participants 

200.000 

200.000 

200,000 

Net  total  expressed  in  U.S.  Dollars 

5.800.000 

5,395,473 

404, 527 

404. 527 

Total  loans  to  the 

Dominican  Republic  expressed  in  U.S.  Dollars 

6, 000,000 

5,395,473 

604, 527 

6o4, 527 

Less:  Taken  by  peirticipants 

200.000 

200,000 

200.000 

Net  total  of  loans 

to  the  Dominican  Republic  expressed  in  U.S.  Dollars 

5,800,000 

5,395,473 

404,527 

404,527 

18  aemlannual  beginning 
March  1,  1967 


56,609 

8.551 

4a!o58 


TABLE  I 
Page  10 


IIITER-AlfflRICAII  DEVELOPMENT  BA1«  - ORDINARY  CAPITAL 
Statement  of  Approved  Loans 
December  31,  1964 


Country  and  Obligor 
(Guarantor  in  Parenthesis) 


Date 

Approved  Cxtrrencies 


Unt'isbursed 

Balance 


Status  of  Loans 
Disbursed  Repaid 


Outstanding 


Income  Interest  Repayment  Terras 

Collected  4/  % 1/  Principal  Inatallmenta  i/ 


Sistema  de  Cr^dito  de  Fomento 
(Republic  of  Ecuador) 

Public  entity 


17  Development  of  wool  produc-  8/IO/61 
tion  of  an  estimated  cost  contract 

of  $5,000,000  signed 

10/31/61 


Sucres  it/ 

U.S.  DoUars 
Total  expressed 


Dollars 


717,000  498,806  218,194 
1.626.000  1,007.864  618. 136 
2.343T00O  1.506.670  6367330 


62,684 

141.366 

204,050 


155,510 


21,74? 


5*75  20  semiannual  beginning 

June  15,  1963 


Republic  of  Ecuador 
Public  entity 


Construction  and  improve- 
ment of  roads  of  an  esti- 
mated cost  of  $28,000,000 


5/25/64  Sucres  it/ 

contract  U.S.  Dollars 

signed  Total  expressed  in  U.S.  Dollars 

5/26/64  Less:  Taken  by  participants 

Net  total  expressed  in  U.S.  Dollars 


6,000,000 


Total  loans  to  Ecuador  expressed  in  U.S.  Dollars 
Less:  Taken  by  participants 

Net  total  of  loans  to  Ecuador  expressed  in  U.S.  Dollars 


8,3h3,000  7,506,670  836,330 

257.143  257.143  

8,085)837  7,249)527  836,330 


204,050 


204,050 


5.75  42  aenlwnu&l  beginning 

November  26,  1968 


93,124 


632,280 


93,124 


EL  SALVADOR 


Pan  Lido.  S.A. 
Private  entity 

12 

Purchase  of  machinery  to 
expand  production  of  bread, 
cookies  and  crackers  of  an 
estimated  cost  of  $265,000 

6/29/61 

contract 

7/12/61 

U.S.  Dollars 

Banco  Central  de  Reserve 
(Republic  of  El  Salvador) 
Public  entity 

20 

Development  of  industry 
and  agriculture  of  an 
estimated  cost  of 

$4,160, 000 

8/10/61 

contract 

signed 

10/25/61 

Colones 
U.S.  Dollars 

Total  expressed  in  U.S.  Dollars 

Less:  Taken  by  participants 

Net  total  expressed  in  U.S.  Dollars 

Banco  Central  de  Reserve 
(Republic  of  El  Salvador) 
Public  entity 

22 

Improvement  and  expansion 
of  municipal  water  supply 
system  of  an  estimated 
cost  of  $2,100,000 

8/10/61 

contract 

11/17/61 

U.S.  Dollars 

Total  loans  to  El  Salvador  expressed  in  U.S.  Dollars 
Less:  Taken  by  participants 

Net  total  of  loans  to  El  Salvador  expressed  in  U.S.  Dollars 


199,375 

199.375 

40.000 

159.375 

23.244 

5.75 

16  semiannual  beginning 

January  15,  I963  $625 

of  loan  balance  cancelled 

2,000,000 

1.521.226 

478,774 

478,  p4 

13,381 

5.75 

20  semiannual  beginning 

1.700.000 

652,192 

047. 80S 

047.800 

47,309 

April  25,  1965 

2,500,000 

1,460,683 

1,039,317 

1,039,317 

60,690 

6S.OOO 

63.000 

63.000 

7,145 

2.437.000 

1.460.683 

976,317 

97fe,317 

1.260.000 

4.137 

1.255.863 

99.031 

5.75 

32  semiannual  beglrininc 

3,959,375 

63.000 

1,464,820 

2,494,555 

63.000 

40,000 

2,454,555 

63.000 

181,965 

7,145 

3,896,375 

i,m,'0'2'd 

2,431)555 

40,000 

2,391,555 

174)020 
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Country  and  Obligor 

Loan 

Date 

Amount 

Undisbursed 

Status  of  Loans 

Income 

Interest 

Repayment  Teims 

(Guarantor  in  Parenthesis) 

Number 

Purpose 

Approved 

Currencies 

Approved 

Balance 

Disbursed 

Repaid 

Outstanding 

Collected  4/ 

Principal  Ipst^i 3/ 

GUATEMALA 

Industrie  v Comercio  Textiles 

10 

Machinery  for  textile  mill 

6/22/61 

U.S.  DoUars 

125.000 

125,000 

50.000 

75.000 

17.289 

5.75 

10  semiannual  beginning 
February  10,  1963 

Rex.  S.A. 
Private  entity 

of  an  estimated  cost  of 
$215,000 

contract 

8/S/61 

Banco  de  Guatemala 
Public  entity 

18 

Financing  of  projects  in 
industrial,  agricultural 
and  livestock  fields  of 
an  estimated  cost  of 

8/10/61 

contract 

signed 

9/6/61 

Quetzales  ii/ 

U.S.  Dollars  (local  costs  $650,000) 
Total  expressed  in  U.S.  Dollars 
Less;  TaRen  by  participants 

1. 350.000 

3.650.000 
5,000,000 

580,000 

1, 185,021 

1.755.202 

2,940,223 

164,979 

1.894.798 

2,059,777 

580.000 

48,000 

303.000 

255.000 

116,979 

ii63^7gQ 

1,758,777 

325,000 

17,4i4 

139.812 

157,226 

56,222 

5.75 

10  annual  beginning 
September  6,  1^4 

$8,300, 000 

Net  total  expressed  in  U.S.  Dollars 

4,li20.000 

2.940,223 

1,1479,777 

48,000 

1.I431.777 

101,004 

Hidroel^ctricas  del  Atlfintico,  S.A. 

26 

Improvement  and  expansion 

9/28/61 

U.S.  Dollars 

162,804 

162. 8o4 

16.280 

146.524 

13.085 

5.75 

10  semiannual  beginning 

Private  entity 

of  water  supply  system  of 
Puerto  Barrios  of  an  esti- 
mated cost  of  $265,000 

contract 

signed 

2/27/62 

August  27,  1964 

Institute  Nacional  de  Electrificacidn 
(INDE) 

(Republic  of  Guatemala) 

81 

Construction  of  a hydro- 
electric plant  in  the 

12/19/63 

contract 

U.S.  Dollars 

Less;  Taken  by  participants 

3,150,000 

270.000 

2,973,841 

270,000 

176,159 

176,159 

6,503 

516 

5.57 

35  semiannual  begiiming 
June  18,  1967 

Department  of  Santa  Rosa 

Net  total  expressed  in  U.S.  Dollars 

2.880,000 

2. 703! 841 

176.159 

176.159 

5.987 

Public  entity 

of  an  estimated  cost  of 

$5,125,000 

6/18/64 

Total  loans  to  Guatemala  expressed  in  U.S.  Dollars 
Less;  Taken  by  participants 

8,437,804 

850,000 

5,914,064 

270.000 

2,523,740 

580,000 

369,280 

255,000 

2,154,460 

325,000 

194,103 

56,738 

Net  total  of  loans 

to  Guatemala  expressed  in  U.S.  Dollars 

7,567,804 

5,644,064 

1, 943,740 

114,260 

1,829,460 

137,365 

HONDURAS 


Molinos  de  Honduras 

8 Purchase  and  installation 

6/15/61 

U.S.  Dollars 

150.000 

49.526 

100,474 

10.047 

(Jacobo  D.  Kattan  Industrial,  S.A.) 

of  corn-flour  mill  of  an 

contract 

Private  entity 

estimated  cost  of  $522,000 

signed 

7/27/61 

Quimicas  Dinant  de  Centroam^rica 
S.A.  de  C.V. 

l4  Machinery  and  equipment 

for  chemical  plant  of  an 

7/27/61 

contract 

U.S.  Dollars 

Less;  Taken  by  participants 

360,000 

60,000 

360,000 
60, 000 

360,000 

60.000 

Private  entity 

estimated  cost  of 

signed 

Net  total  expressed  in  U.S.  Dollars 

300,000 

300.000 

300.000 

$735,000 

8/8/61 

Total  loans  to  Honduras  expressed  in  U.S.  Dollars 
Less;  Taken  by  participants 

510, 000 
60.000 

49,526 

460, 474 
60.000 

370,047 

60.000 

Net  total  of  loans 

to  Honduras  expressed  in  U.S.  Dollars 

450,000 

5975^ 

400, 474 

310,047 

_gOjl2I 


33,119 

5.1146 

27jl373 


90,4^? 

90,427 


48,679 

5.146 

43I533 


IllTER-AI-ERICAH  DEVELOPIEIIT  BAIJK  - ORDDIAFY  CAPITAL 
Statement  of  Approved  Loans 
December  31,  1964 


Country  and  Obligor 

Purpose 

Date 

Approved 

Currencies 

MEXICO 

Naclonal  Financiera,  S.A, 
Public  entity 

19 

Expansion  of  small  and 
medium  industries  of  an 
estimated  cost  of 
$3,000,000 

8/10/61 

contract 

signed 

10/19/61 

Pesos  ii/ 

U.S.  Dollars 

Total  expressed  in  U.S.  Dollars 

Less:  Taken  by  participants 

Net  total  expressed  in  U.S.  Dollars 

Naclonal  Financiera.  S.A. 
(Government  of  Mexico) 
Public  entity 

24 

Four  irrigation  projects 
of  an  estimated  cost  of 
$46,600,000 

9/7/61 

contract 

signed 

11/14/61 

Pesos 

U.S.  Dollars  (local  costs  $2,430,000) 
Total  expressed  in  U.S.  Dollars 
Less:  Taken  by  participants 

Net  total  expressed  in  U.S.  Dollars 

Naclonal  Flnmclere.  S.A. 
Public  entity 

42 

Three  irrigation  projects 
of  an  estimated  cost  of 

$11,800,000 

1/25/62 

contract 

signed 

4/16/62 

Pesos 

U.S,  Dollars  (local  costs  $500,000) 
Total  expressed  in  U.S.  Dollars 
Less:  Taken  by  paxiiicipants 
Net  total  expressed  in  U.S.  Dollars 

Nacional  Financiera.  S.A. 
(Government  of  Mexico) 
Public  entity 

58 

To  assist  in  the  financing 
of  an  irrigation  project 
In  the  Temazcalclngo 

11/27/62 

contract 

signed 

6/6/63 

Pesos 

U.S.  DoUars 

Total  expressed  in  U.S.  Dollars 

cost  of  $3,000,000 

Oufmlc.  del  Rey.  S.A. 
(Metaldrglca  Hexicwia  Pefloles, 

59 

S.A.) 

To  finance  the  purchase  of 
equlpnent  for  a sodium 

1/17/63 

contract 

Pesos 

U.S,  Dollars 

Private  entity 

sulphate  plant  of  an  esti- 
mated cost  of  $2,750,000 

4/5/63 

Total  expressed  in  U.S.  Dollars 

Negromex,  S.A. 
Private  entity 

62 

To  finance  a carbon  black 
producing  factory  of  an 
estimated  cost  of 
$3,200,000 

2/27/63 

contract 

6/21/63 

Pesos 

U.S.  Dollars 

Total  expressed  in  U.S.  Dollars 

Undisbursed 


1,000,000 


-n^ 

13,000,000  U5,*i66 

774.000 

12,226.000  115.466 


34.300.000 

3.000.000 

5,744,000 

176.470 

?.?fe7.530 


6.000.000  6,000.000 

720.000  720.000 

1.200.000  1,200,000 


4.125.000 

170.000 

500.000 


j-gSioq? 


Matiaaftl  finwnitTfti  s, 

Public  entity 


70  Financing  Irrigation  6/20/63 

drainage  and  improved  land  contract 
use  in  the  El  LimiSn  zone  signed 

of  Tabasco  of  an  estimated  9/19/63 
cost  of  $52,170,493 


Pesos  ii/ 

U.S.  Dollars 

Total  expressed  in  U.S.  Dollars 

I«8s;  Taken  by  participants 

Net  total  expressed  in  U.S.  Dollars 


5,250,000  5,250,000 

20.2k>.000  20,250,000 

25,500,0002/  25,500,000 

1.630.000  1.630.000 

23.B70.000  23.B70.000 


Hacional  Financiers,  S.A. 
^("Government  of  Mexico) 
Public  entity 


73 


Reledlng  to  finance 
acquisition  of  capital 
equipBitent  and  other  goods 
of  an  estimated  cost  of 
$15,000,000 


10/24/63  U.S.  Dollars  (local  costs  $1,250,000)  5.000.000  1.583.743 

contract 

signed 

10/31/63 


TABLE  I 
Paga  12 


Status  of  Loans 


Income  Interest 
Collected  4/  j,  1/ 


Repayment  Terms 
Principal  InstaUment.  J 


1,000,000 

2,000,000 

3,000,000 

796.667 

.2^203,333 


1,000,000 

2.000.000 


, 7?6,66j 


125,022 
237i6?9 
362, 920 

iii 


12  semlMinu.1  beginning 
April  20,  1966 


b:ss4;534 

12!SS4;534 

774.000 

12.110.534 


324,366  5.75 

9B9,403 
103.127 
8^!  276 


34  semleotnu.1  beginning 
May  14,  1965 


34.300.000 

3.000.000 

5,744,000 

1|6.470 


34.300.000 

3.000.000 

.5,74^,000 

176.470 


119,808  5.75  34  semlwnual  beginning 

15^.069  October  16,  1965 

4.340 


4,517  5.75  36  .emlwumal  beginning 

6.776  December  6,  1965 

4I,2?3 


4.125.000 

170.000 

500.000 


257,813 

10,625 


17,495  5.75  16  semiannual  beginning 

10.952  October  17,  1964 


4,650,296  4,850,296 

131,980  131.980 

520.003  520,003 


7,133 

28.103 


5.75 


10  semiannual  beginning 
December  21,  1964 
$160,557  of  loan  balance 
cancelled. 


29,613  5.75  34  semiannual  beginning 

u4.218  March  19,  1967 

143,031 


3.  **46.257 


3.416,257 


5.75 


l4  semiannual  beginning 
April  30,  1967 


IIITEft-Ai-ERICAil  DEVELOPMEIIT  BAIHC  - OFDEiPiY  CAPITAL 
Statement  of  Approved  Leans 
December  31,  1961 


Country  and  Obligor 
(Guarantor  in  Parenthesis) 

Humber 

Purpose 

Date 

Approved 

Currencies 

Amount 

Approved 

Undisbursed 

Balance 

MEXICO  (Cont'd.) 

Industrial  del  Hierro,  S.A.  de  C.V. 

82 

Installation  of  heavy 

12/19/63 

Pesos  4/  . 

1,700,  000 

536,387 

fSociedad  Mexicans  de  Cr^dito 

machinery  production  faci- 

contract 

U.S.  Dollars  (local  costs  $1,300,000) 

1,300,000 

388,713 

Industrial,  S.A.) 
Private  entity 

lities  of  an  estimated 
cost  of  $19,200,000 

V?/64 

Total  expressed  in  U.S.  Dollars 

3,000,000 

925;  10° 

Nacional  Financiera,  S.A. 
(Government  of  Mexico) 

85 

Financing  irrigation 
drainage  and  related  works 

12/31/63 

contract 

U.S.  Dollars 

Less:  Taken  by  participants 

20,000,000 

1,510,000 

18,000,000 

Public  entity 

utilizing  waters  of  the 

Net  total  expressed  in  U.S.  Dollars 

18,490,000 

18,000,000 

Huraaya  River,  Sinaloa,  of 
an  estimated  cost  of 
$112,000,000 

4/15/64 

Nacional  Financiera,  S.A, 
Public  entity 


90  Revolving  line  of  credit  4/8/64 

for  medium  term  financing  contract 

of  capital  goods  exports  signed 

of  an  estimated  cost  of  4/15/64 

$3,000, 000 


U.S.  Dollars 


Total  loans  to  Mexico  expressed  in  U.S.  Dollars 
Less:  Taken  by  participants 

Net  total  of  loans  to  Mexico  expressed  in  U.S.  Dollars 


3,000,000  2,968,500 


8o,  464,003 
‘*.887,137 
■75,57fe,B66 


50. 292.809 


NICARAGUA 


Institute  de  Foment©  Nacional  de 
Nicara^a 

3 

Industrial  development  of 
an  estimated  cost  of 

3/31/61 

contract 

U.S.  Dollars 

Less:  Taken  by  participants 

2,000,000 

250,000 

702, 594 

Public  entitv 

$4,000,000 

signed 

Net  total  expressed  in  U.S,  Dollars 

1,750.000 

702, 594 

7/11/61 

Institute  de  Foment©  Nacional 
(Republic  of  Nicara^a) 

94 

Relending  and  investment 
for  farm  and  livestock 

7/30/64 

contract 

Cordobas  4/ 
U.S.  Dollars 

928,999 

1,402,000 

928,000 

1,402,000 

-* 

Public  entitv 

development  of  an  esti- 

signed 

Total  expressed  in  U.S.  Dollars 

2,330,000  2/ 

2,330,000 

0 

mated  cost  of  $7,111,000 

9/14/64 

i 

Banco  Nacional  de  Nicara^a 
(Republic  of  Nicaragua) 

110 

Relending  for  livestock 
development  of  an  estimated 

12/31/64 

Cordobas  4/ 
U.S.  Dollars 

100,000 

4,500,000 

100,000 

4,500.000 

t 

Public  entity 

cost  of  $9,822,000 

Total  expressed  in  U.S.  Dollars 
Less:  Taken  by  participants 

4,500,000  2/ 
475,000 

4,600,000 

475,000 

Net  total  expressed  in  U.S.  Dollars 

4,125,000 

4,125.000 

Total  loans  to  Nicaragua  expressed  in  U.S.  Dollars 
Less:  Taken  by  participants 

8,930,000 

725,000 

7,632, 594 
475,000 

Net  total  of  loans 

to  Nicaragua  expressed  in  U.S.  Dollars 

8,205,000 

7,15?i  594 

TABLE  I 
Page  13 


Status  of  Loans 


Income  Interest  Repayment  Terms 

Collected  ^ 1/  Principal  Installments  3/ 


1,163,613 

911.287 

2,074,900 


1,163,613  3,214 

911,267  2,458 

2,074,900  5,672 


17  semiannual  beginning 
January  7,  I966 


2,000,000 

1,510.000 

49CV000 


2,000,000 

1,510.000 

490,000 


38,219  5»75  35  semiannual  beginning 

2,885  April  15,  1967 

35.334 


31,90° 

31.500 

6.00 

Repayable  in  periods  and 
under  conditions  speci- 
fied in  credit  documents 
issued  by  the  obligor 

30,171,194 

551,253  29,619,941 

1,955,916 

3.257.137 

26, 914, 057 

3,257.137 
551,253  26,362,804 

151.180 
1,801;;  736 

1.297.406 

250,000 

1.047. 406 


300.000 

250.000 


997. 406 

997.406 


117,267 


5.75  20  semiannual  beginning 

July  15,  1963 


5,75  44  semiannual  beginning 

March  l4,  1968 


6.00  24  semiannual  beginning 

42  months  after  date  of 
contract 


1.297.406  300,000 

250.000  250.000 

1.047.406  50, 000 


997,406 

997, 4og 


117,267 

28,105 

89! 162 


Country 


Republic  of  Panama 
Wc  entity 


95 


8/S/64 


Ealboas  il/ 


U.S.  Dollars  (local  costs  $4,380, 


Het  total  expressed  in  U.S. 


trial  oils  of  an  es 
cost  of  $1,291,300 


U.S.  Dollars 

Less:  Taken  by  participants 

Net  total  expressed  in  U.S.  Dollars 


eiq)ressed  in  U.S.  Dollars 


TABI£  I 
Page  14 


8, 500, 000  8, 500, 000 

375.000  375.000 


-at 

11^500 

434. 49S 

2,200,000 

154.411 

2,045,589 

2,749,996 

3gi 


-at 

115.500 
434. 496 


480,891  1,719,109 


480,891  2,269,105 

sH 


55,000 


198,0 
115. 500 

379.496 


2,214,105 

sti 


26,799 

-m 


71,738  5.75 


TABLE  I 
Page  15 


December  31>  1964 


Status  of  Loans 


Improvement  and  expansion 
of  potable  water  and 
sewerage  system  of  an  esti- 
mated cost  of  $6,400,000 


Conipanfa  Peruana  de  Cemento  Portland. 

S.A« 

(Banco  Popular  del  PerCQ 
Private  entity 


Banco  Industrial  del  Penl 
(Republic  of  PeruT 
Mixed  entity 


Financing  the  centraliza- 
tion of  cement  production 
of  an  estimated  cost  of 


To  finance  specific  indus- 
trial projects  of  an  esti- 
mated cost  of  $11,000,000 


2/3/61 

contract 

6/2/61 


10/5/61 

contract 

12A5/61 


Soles 

U.S,  Dollars 

Total  expressed  in  U.S.  Dollars 

Less:  Taken  by  participants 

Net  total  expressed  in  U.S.  Dollars 


Soles 

U.S.  Dollars 

Total  expressed  in  U.S.  Dollars 

Less:  Taken  by  participants 

Net  total  expressed  in  U.S.  Dollars 


U.S.  Dollars 

Less:  Taken  by  participants 

Net  total  expressed  in  U.S.  Dollars 


66,000,000 

1,450,000 

3,910,899 

145,000 

■■j^7.65;.599 


6.730.000 

1.230.000 
1, 501, 719 


sill 


1,286,347 


43,857,099 

989,265 

2.624.552 
145,000 

2.479.552 


187,722 


43,857,099 

g89,265 

2,624,552 
145. 000 
A ‘*7^552 


905. 936 
1.093.750 

1,313,997 

88,125 

1,225.872 


132, 555 
_68^ 
^0,Z20 

Til 

218,394 


149,745 

3p,739 

114.010 


”H!HJINVEST"  Peruano-Suiza  de 
Fomento  e Inversiones, 
Socied^^to<^Dima 
Private  entity 


75  Financing  credits  for  in- 
dustrial and  agricultural 
projects  of  an  estimated 
cost  of  $3,000,000 


11/5/63 

contract 

11W63 


502.615 


_2i£L^ 


4,230 


Banco  Industrial  del  Penl 
(Republic  of  PeruT 
Mixed  entity 


78  To  finance  specific  pri- 
vate industrial  projects 
of  an  estimated  cost  of 

$16,000,000 


12/12/63 

contract 

12/13/63 


U.S.  Dollars 

Less:  Ta'-en  by  participants 

Net  total  expressed  in  U.S.  Dollars 


2.283.666 

2.263.666 


2,716,334 

250,000 


2,716,334 

250.000 

.2, 466' 334 


Compania  Irrigadora  Pativilca. 
(Republic  of  Per^ 

Private  entity 


To  finance  construction  of 
an  irrigation  system  in 
the  area  of  Puxmacana  of 
an  estimated  cost  of 
$3,486,852 


Soles  4/ 

U.S.  Dollars  (local  costs  $430,000) 
Total  expressed  in  U.S.  Dollars 


335,000 

1.075.000 

1.410.000 


813.904 


2,514 

.8,923 

^7437 


Irrigadora  Chimbote. 
(Republic  of  Peru) 
Private  entity 


87  Financing  an  irrigation 
project  in  the  Pampas  de 
Chimbote  zone  of  an  esti- 


Soles  4/ 

U.S.  Dollars 

Total  expressed  in  U.S,  Dollars 


450, 000  450, 000 

1.230.000  , 1.250.000 

1.700.000  y 1,700.000 


2,4i4 

17^ 


Total  loans  to  Peru  expressed  in  U.S. 

Less:  Taken  by  participants 

Net  total  of  loans  to  Peru  expressed  : 


.S.  Dollars 


16,772,618 

1.008,125 

15,764,493 


6,856, 580 
6,856, 5B0 


9,916,038  187,722  9,728,316 

1,008,125  150.000  358,125 

8,907,913  37,722  8,870,191 
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HITEP.-AiZPJCAi;  DEVELCK2I:T  BAirrl  - GPLIl.VJ-.i  Cr-?ITAL 
Statement  cf  Approved  Loans 
Decer.ber  31,  1964 


Pa«e  16 


Country  and  Obligor 
(Guarantor  in  Parenthesis) 

Nvunber 

Expansion  of  water  supply 

Date 

Approved 

Currencies 

UHJGUAY 

Covenunent  of  the  Reixiblic  of 

15 

8/3/61 

Pesos  4/ 

Uruguay 
Public  entity 

system  of  Montevideo  of  an 
estimated  cost  of 
$14, 500,000 

contract 

10/9/61 

U.S.  Dollars  (local  costs  $1,497,000) 
Total  expressed  in  U.S,  Dollars 
Less:  Taken  by  participants 

Net  total  expressed  in  U.S.  Dollars 

Undisbursed 


Status  of  Loans 
Repaid 


2,750,000  1,775,626 


5 jiulios  2.464.493 


974,374 
g.gS4,133 
3,258, 507 
2l8b322 


974,374 

2.264.133 

3,258,507 


Income  Interest  Repayment  Terms 

Collected  4/  <t,  U Principal  Jnst,nnnw.nt.»  3/ 


69,890  5.75  33  semiannual  beginning 

196,1^1  October  10,  1965 


Administracifa  N.y:ional  de 
Combustibles.  Alcohol  v 

4?  To  assist  in  financing 

projects  related  to 

6/14/62 

contract 

U.S.  Dollars  (local  costs  $380,000) 
Less:  Taken  by  participants 

4,600,000 

593.000 

1,765,661 

2,834,339 

593.000 

Portland 
Public  entity 

petroleum  refining  and 
a cement  factory  of  an 
estimated  cost  of 
$8,550,000 

8/S/62 

Net  total  expressed  in  U.S.  Dollars 

4.007.000 

1.765.661 

2.241,339 

2.834.339 

2.241.339 


181,070  5.75  20  semiannual  beginning 

51. 462  February  23,  1965 

129.608 


Government  of  the  Republic  of 

57  To  finance  improvement 

11/15/62  U.S.  Dollars 

Uruguay 

of  a national  highway  of 

contract 

Public  entity 

an  estimated  cost  of 

$7,001,000 

3/5/63 

4.008.725 


91.275 


39,835 


5.75  25  semiannual  beginning 

March  1,  1966 


Banco  de  la  Repiblica  Oriental 
1 Uruguay 
epubllc  of  U 
blic  entity 


83  Financing  agricultural  and  12/19/63 

industrial  development  by  contract 

extending  credits  of  an  signed 

estimated  cost  of  4/l/l6 

$12,200,000 


U.S.  Dollars  (local  costs  $1,500,000) 


Total  loans  to  Uruguay  expressed  in  U.S,  Dollars 

Less:  Taken  by  participants 

Net  total  expressed  in  U.S.  Dollars 


5.000.000  ^ 5.000.000 


19,443,000  13,258,879 

951.395  

lB,49li605  13,258,879 


6,i84,:121 

951,395 

5.232,726 


5.75  18  semiannual  beginning 

October  1,  1967 


6,184,121 


486,986 

64,765 

422,221 


VENEZUELA 


Corooracidn  Venezolana  de  Fomento 
Public  entity 

7 

Development  of  industrial 
projects  of  an  estimated 
cost  of  $29,500,000 

5/18/61 

contract 

8/11/61 

Bollvares 
U.S.  Dollars 

Total  expressed  in  U.S,  Dollars 

Less:  Taken  by  participants 

Net  total  expressed  in  U.S,  Dollars 

Institute  Nacional  de  Obras 
Sanitarias 

(Republic  of  Venezuela) 
Public  entity 

51 

Improvement  of  water  supply 
system  in  the  city  of 
Maracaibo  of  an  estimated 
cost  of  $20,598,000 

8/2/62 

contract 

8/14/62 

U.S.  Dollars 

Less:  Taken  by  participants 

Net  total  expressed  in  U.S.  Dollars 

Banco  Agricola  y Pecuario 
(Republic  of  Venezuela) 
Public  entity 

68 

Financing  a program  of 
livestock  developnent  of 
an  estimated  cost  of 

$35,583,000 

4/16/63 

contract 

4/S/63 

U.S.  DoUars 

Less:  Taken  by  participants 

Net  total  expressed  in  U.S.  Dollars 

13,375.000 

4,234,723 

9.140,277 

1,177,300 

7,962,^7 

119,596 

5.75 

20  semiannual  beginning 

6,250.000 

1,910,553 

It.  339. 447 

661.000 

3.678,447 

325.232 

February  15,  1964 

9,214,047 

2,851,602 

6,362)445 

921,265 

444)828 

762,500 

762.500 

637.500 

125.000 

97,730 

8,451,547 

2,851,602 

3,399.945 

283.765 

5.316.180 

3^7)oj8 

6,000,000 

2,639,798 

3,360,202 

3,360,202 

150,094 

5.75 

30  semiannual  beginning 

402, 500 

402.500 

402.500 

19,901 

February  24,  1964 

5.'597,500 

2.639.798 

2,957,702 

g,937,.7Sg 

130,19.3. 

5, 530,000 

5,000,000 

530,000 

530,000 

65,712 

5.75 

15  semiannual  beginning 

1.130,000 

1.130.000 

10.634 

April  18,  1966.  $470,000 

4,400,000 

3,570)000 

530.000 

33°,  OOP 

33,078 

equivalent  of  Bollvares 

of  loan  balance  cancelled 


i:.rs?.-A:-ERic«i;  DEVSLCP:-s:;r  liAirr:  - :?Dr:.-.:-.Y  c;j>iial 
statement  of  Approved  Loans 
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Country  and  Obligor 
(Guarantor  in  Parenthesis) 

Humber 

Purpose 

Cxirrencies 

VEfflZUELA  (Cont'd.  ) 

^^moracidn  Venezolana  de 
Fomento 
Public  entity 

102 

For  relending  to  finance 
small  and  medium  private 
industry  of  an  estimated 
cost  of  $23,662,000 

11/12/64 

Bolivares  4/ 

U.S,  Dollars 

Total  expressed  in  U.S.  Dollars 

Less:  Taken  by  participants 

Net  total  expressed  in  U.S.  Dollars 

Total  loans  to 

Venezuela  expressed  in  U.S.  Dollars 

Less:  Taken  by  participants 

Net  total  e^^ressed  in  U.S.  Dollars 


Amount 

Undisbursed 

Status  r>f  Loans 

Income 

Repayment  Terms 

lalance 

Disbursed 

P.etaid 

Outstandinr. 

Collected  it/ 

i/ 

Principal  Instflllments  3/ 

5,000,000 

5.000,000 

5,000,000 

5.000.000 

6.00 

20  semiannual  beginning 
30  months  after  date  of 

10,000,000  2/ 
1.500,000 

1!  500! 000 

contract 

B. 500.000 

8.500,000 

30.744.047 
3.795.000 

26. 949. 047 

20.491.400 
2,630,000 

17.061.400 

10,252,647 
1.165.000 
9! 087) 64 7 

921,265 
637. 500 
283,765 

9,331,382 

527.500 

8,803,882 

660,634 

128,265 

532,369 

Net  total  active  loans  expressed  in  U.S.  Dollars  524,312,877  34o,l48,306  184,164,571  3,278,012 

Add:  Total  taken  by  participants  20,26l, 292  6,807.l43  13. 454, 149  2.084.338 

544,574,169  346,955,449  197,618,720  5,362,350 

Add:  Loan  cancellations  9.449.022  == 

Total  approved  loans  554, 023, 191 


Including  the  special  commission  of  required  by  Article  III,  Section  12,  of  the  Agreement,  In  addition  to  the  interest  rate  shown,  all  loans  are  subject  to  a commitment  fee  of  0.75?t  on  all  or  a portion  of  the  undisbursed  balance  of  the  loan,  except  that 
loans  88/OC/BR,  89/OC/CH,  90/OC/ME  and  91/OC/AR  are  not  subject  in  any  part  to  commitment  fee  and  loans  approved  on  or  after  August  6,  1964,  the  approval  date  of  loan  98/OC/CH,  are  subject  to  a commitment  fee  of  l.OOjt. 

All  of  the  loans  have  been  approved  by  the  Bank,  but  certain  loans  have  not  become  effective  and  disbursements  thereunder  will  not  begin  until  the  borrower  and  guarantor,  if  any,  take  certain  action  and  fUmish  certain  docximents  to  the  Bank. 

Interest  and  amortizations  shall  be  payable  in  the  currencies  loaned. 

Expressed  in  U.S.  Dollars  equivalent. 

In  addition  to  the  interest  rate  shown  and  the  commitment  fee  as  noted  in  (l)  above,  loans  payable  in  Italian  Lire  are  subject  to  a service  commission  of  1.00^^  and  an  extra  commitment  fee  of  while  loans  payable  in  German  Marks  are  subject  to  a service 

commission  of  1.50^  and  an  extra  commitment  fee  of  0.75^. 

^ Of  the  undisbursed  balance  of  loan  held  by  the  Bank,  the  Bank  has  entered  into  irrevocable  commitments  to  disburse  $17,842,538. 


12,098,871 

_510442 

13/009,420 
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Country  and  Obligor 
(Guarantor  in  Parenthesis) 


Undisbursed 

Balance 


Status  of  Loans 

Disbursed  Repaid  Outstanding 


Income  }J 
Collected 


Interest 


Repayment  Terms 
Princinal  Installments 


Republic  of  Argentina 


17  Technical  assistance  for 
planning  development 
projects  in  Argentina  of 
an  estimated  cost  of 
$3,733,000 


2/28/62  Pesos 

contract  U.S.  Dollars 

signed  Total  ej^ressed  in  U.S.  Dollars 

6/29/62  Less:  Taken  by  participants 

Net  total  expressed  in  U.S.  Dollars 


isuii2ag82 

232.260 

361,955 

36.US^ 


1. 


,480.917 

267.740 

307,285 

67.740 


1,872 

6.458 

10,330 

4:11 


7 semiannual  beginning 
January  I5,  1965{lnterest 
and  principal  payable  in 
currencies  loaned) 


Province  of  Rio  Negro 


24  To  finance  colonization, 
agricultural  and  indus- 
trial development  of  an 
estimated  cost  of 

$9,608,222 


T/31/62  Pesos  1/ 

contract  U.S.  Dollars  (local  costs  $483,000) 

signed  Total  expressed  in  U.S.  Dollars 

5/10/63 


2.845.000  2,845,000 

2.683.000  2.683.000 

5.528.000  2/  5.52^.000 


30  semiannual  beginning 
November  30,  1968 
(interest  and  principal 
payable  in  currencies 


Mlnera  Slderurgica  Patagdnica  - 
Sierra  Grande,  S.A. 

(Acfndar  Industrie  Argentina  de 


Aceros.  S.A..  Mlnera  Aumin^.  S.A. 
and.  S.E^T.j  Socledad  de  Responsa- 


4o  Financing  studies  of  the  de-  4/8/64 
velopment  of  steel  Indus-  contract 

try  based  on  the  iron  de-  signed 

posits  of  the  Sierra  Grande  6/l/64 

of  an  estimated  cost  of 
$1,050,000 


U.S.  Dollars 


AQP-.oq.o  2/ 


756  5*75  10  semiannual  beginning 

November  30,  1966( Interest 
and  principal  payable  in 
currencies  loaned) 


Adainlstracidn  General  de  Obras 
Sapltarlas  de  la  Nacidn 
(Republic  of  Argentina) 

Public  entity 


43  Financing  the  improvement  7/30/64 

of  the  vater  supply  systems  contract 

of  tvo  towns  in  the  province  simed 
of  Buenos  Aires  of  an  esti-  10/7/64 
mated  cost  of  $3,8l8,l88 


Pesos  1/ 


2.000.000  2/ 


30  semiannual  befinninr 
April  7,  1969  (Interest 
and  principal  payable  in 
pesos) 


Total  of  loans  to  Argentina  ejcpressed  in  U.S.  Dollars 
Less:  Taken  by  participants 

Net  total  of  loans  to  Argentina  expressed  in  U.S.  Dollars 


8,597,240 
6T.T‘to 


8,289,955 


307,285 

67.lto 

239.545 


307,285  11,086 

67.740  1.773 

239.545  9.308 


'LIVIA 


olTioracl(5n  Bolivians  de  Fomento 
f Banco  Central  de  Bolivia) 
Public  entity 


1 To  finanoe  specific  pro- 
jects for  economic  devel- 
opment of  an  estimated 
cost  of  $10,000,000 


2/24/61 

contract 

5/S/61 


U.S.  Dollars  (local  costs  $3,000,000)  10.000,000 


2,485,644  7.514.156 


7.149.888 


554.431 


Coporacldn  Mlnera  de  Bolivia 
(Banco  Central  de  Bolivia) 
Public  entity 


9 To  finance  machinery,  equip-  7/l4/6l 
ment  and  services  for  reha-  contract 

billtation  of  mines  of  an  signed 

estimated  cost  of  8/31/61 

$16,700,000 


U.S.  Dollars  (local  costs  $1,500,000)  4.500.000 


Corporacidn  Boliviana  de  Fomento 
(Banco  Central  de  Bolivia) 
Public  entity 


To  finance  a program  of 
agricultural  credit  rela- 
ting to  the  settlement  of 
8,000  farm  families  of  an 
estimated  cost  of 

$6,128,572 


12/28/62 

contract 

1/24/63 


U.S.  Dollars  (local  costs  $2,210,000) 


20  semiannual  bo  -inr.Inc 
November  11,  1964 
(First  l6  interest  end 
first  10  principal 
payments  in  pesos;  the 
balance  in  dollars) 


l4  semiannual  beginninc 
March  1,  1965  (interest 
and  principal  payable 
in  dollars) 


25  semiannual  beginning 
January  15,  1966 
(interest  and  principal 
payable  in  pesos  or 
dollars  at  election  of 
the  borrower) 
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lUTEB-AMERICAi:  DEVELORffiI!T  BANK  - FUIH)  FOR  SPECIAL  OPERATTOIIS 
Statement  of  Approved  Loans 
December  31,  196U 


Country  and  Obligor 


Undisbursed 


st.fttus  of  Loans 

Disbursed  Repaid  Outstandinf, 


Income  ^ 
Collected 


Repayment  Tenns 
Principal  Installments 


Comoracldn  Mlnera  de  Bolivia 
(Banco  Central  de  Bolivia^ 

30 

To  finance  machinery,  equip- 

2/14/63 

Pesos  %j 

400,000 

323,904 

76,096 

ment  and  services  for 

contract 

U.  S.  Dollars  (local  costs  $400,000) 

4.460.000 

4,297.398 

Public  entity 

second  phase  of  rehabili- 
tation of  mines  of  an  esti- 
mated cost  of  $20,250,000 

signed 

3/15/63 

Total  expressed  in  U.S.  Dollars 

4.860.000 

4.373.494 

Renubllc  of  Bolivia 
Public  entity 

35 

To  finance  agricultural 
credits  in  connection  with 
the  Rural  Development 
Project  of  an  estimated  cost 

of  $1,567,231 

10/31/63 

contract 

signed 

1/16/64 

U.S.  Dollars  (local  costs  $825,000) 

1.100.000  2/ 

1.100.000 

Republic  of  Bolivia 

4i 

To  contribute  to  the  financ- 

7/23/64 

Pesos  ^ 

400,000 

395,030 

4,970 

Public  entity 

ing  of  the  Coranl  hydroelec- 
tric project  of  an  estimated 
cost  of  $15,500,000 

contract 

7/^/64 

U.S.  Dollars(local  costs  $350,000) 
Total  expressed  in  U.S.  Dollars 

3.100.000 

3.500.000 

3.068.463 

3.463.493 

2iii3I 

3^.507 

Total  of  loans  to  Bolivia  expressed  in  U.S.  Dollars  26,560,000 


76,096  Ul,07U 


h-,970 

31.337 

3^.?07 


16.059.869  1.092.017 


15  semiannual  beginning 
April  1,  1966  (interest 
and  principal  payable  in 
Pesos  except  that  payments 
relating  to  I/2  of  dollar 
portion  of  loan  are  pay- 
able in  dollars) 

25  semiannual  beginning 
January  I6,  I967. 

(interest  Payable  in  do- 
llars and  principal  pay- 
able in  pesos  or  dollars, 
at  borrower *s  election 

li-l  semiannual  beginning 
July  2U,  1969  (Interest 
and  principal  payable  in 
currencies  loaned  except 
that  principal  repayments 
may  be  made  in  pesos  at 
election  of  the  borrower) 


Banco  do  Nordeste  do  Brasil 
Public  entity 


3 Economic  development  pro- 
gram for  northeastern 
Brazil  of  an  estimated 
cost  of  $20,000,000 


V9/61 

contract 

8/3/61 


U.S.  Dollars  (local  costs  $3,333,333) 


2h  semiannual  berinninr 
December  15,  19^5 
(Interest  and  principal 
.payable  in  dollars) 


f\indacgo  ComissSo  de  Planeiamento 
Econ^nico  da  Bahia 
Public  entity 


l6  Technical  assistance  for  2/21/62 

planning  industrial,  social  contract 

and  Infrastructure  pro-  signed 

Jects  of  an  estimated  cost  8/9/62 

of  $810,000 


Cruzeiros  l/ 


129.367  135.633  10,^33  125,200  ti.859 


13  semiannual  berinning 
August  9,  19CU  (lntor'3Ci 
and  principal  payable  ;ri 
cruzeiros) 


Banco  do  Estado  da  Guanabara,  S.A. 
(state  of  Guanabara) 

Public  entity 


18  Improvement  and  expansion 
of  the  water  supply  system 
of  the  State  of  Guanabara 
of  an  estimated  cost  of 

$25,653,000 


3/13/62  Cruzeiros  l/  2,500,000 
contract  U.S.  Dollars  (local  costs  $5,900,000)  9.000.000 
signed  Total  expressed  in  U.S.  Dollars  11.500.000 

5/5/62 


1,785,882  714,118 

1,696:106  i,303^69i£ 

3.481,988  8.016.012 


714,118  4.00 

7.303.894  177.162 

8.018.012  177.162 


50  semiannual  be.'-innin;- 
November  5,  1967.  (First 
20  principal  payments, 
including  corresponding 
interest,  in  cruzeirosj 
balance  in  currencies 


Departamento  Municipal  de  Agua  e 36 

EsgQtOB  (tMAE) 

(iEtoco  do  Estado  do  Rio  Grande  do  Sul) 
Public  entity 


In5)rovement  of  the  water 
supply  and  sewerage  system 
of  the  city  of  Porto  Alegre 
of  an  estimated  cost  of 

$6,973,000 


12/19/63 

contract 

9/S’M 


Cruzeiros  l/ 

U.S.  Dollars  (local  costs  $1,350,000) 
Total  expressed  in  U.S.  Dollars 


1.500.000 

1.650.000 


2/ 


1.500.000 

1.650.000 

3.150.000 


4.00  42  semiannual  beginning 

March  17,  1969  (Interest 
and  principal  payable  in 
currencies  loaned) 


51  Financing  the  ic^jrovement  of  12/24/64 
the  water  supply  system  of  the  contract 
the  State  of  Guanabara  of  an  signed 
estimated  cost  of  $12,483,917  12/31/64 


Cruzeiros 

U.S.  Dollars  (local  costs  $4,000,000) 
Total  expressed  in  U.S.  Dollars 


3,000,000  3,000,000 

4.000. 000  4.000.000 

7.000. 000  2j  7.000.000 


4.00 


35  cemisnnusl  beginning 
January  3,  ^96^  (interest 
ond  principal  payable  in 
currencies  loaned) 


Total  of  loans  to  Brazil  expressed  in  U.S.  Dollars 
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IIITER-AI4ERICAI:  DEVELOIWEITT  BAIIK  - FUITD  FOR  SPECIAL  OPERATTCi'S 
Statement  of  Approved  Loans 
December  31,  I96U 


Country  and  Obligor 
(Guarantor  In  Parenthesis) 

CHII£ 

Corporacitfn  de  Fomento  de  la 
Produccldn 
Public  entity 


Loan 

Humber  Purpose 


1^  Farm  settlement  of  an 
estimated  cost  of 

$13,860,058 


12/21/61  Escudos  1,^;70,000 
contract  U.S.  Dollars  (local  costs  $4,029,000)  5,657.000 
signed  Total  expressed  in  U.S.  Dollars  6.343.950 
5/2/62 


Cgrporacldn  de,  Fomento  de  1^  15  Technical  assistance  in 

^oduccida  connection  with  rural 

Corporacidn  de  la  Reforma  Agrarla  credit,  farm  colonization 

iC®A)  of  an  estimated  cost  of 

Public  entity  $265,000 


12/21/61  U.S.  Dollars  (local  costs  $75,000) 

contract 

signed 

5/12/62 


265.000 


Undisbursed 

Balance 


.status  of  Loans 

Disbursed  Reuald  Outstandlur 


Income  ]J  Interest  Repayment  Terms 

Collected  •{,  Principal  Installments 


1.913.571 

2.204.212 


399.967  42,26--3 

1,913^11  3e;uo 

2.204.212  ^.384 


72.600  2.124 


27  annual  beginning 
May  2,  I966  (interest 
and  principal  payable 
in  escudos  or  in  cur- 
rencies loaned  at 
election  of  borrower) 

7 annual  beginning 
May  2,  I965  (interest 
and  principal  payable 
in  escudos) 


CoTPorscldn  de  Fomento  de  la 
Produccidn 
Public  entity 


25  Aerial  photogrametric 
survey  of  agricultural 
lands  of  Central  Chile 
of  an  estimated  cost  of 

$5,380,000 


10/18/62  U.S.  Dollars  2,100,000 
contract  Less:  Taken  by  participants  663.158 
signed  Net  total  e)q>ressed  in  U.S.  Dollars  l«43o.5^ 

12/20/62 


2,100,000 


2,100,000  09,b00 

^63.158  17.‘*55 

1.436.842  72.225 


19  semiannual  beginning 
January  15,  I966 
(interest  and  principal 
payable  in  currencies 
loaned) 


Total  of  loans  to  Chile  expressed  in  U.S.  Dollars 
Less:  Taken  by  participants 

Net  total  of  loans  to  Chile  expressed  in  U.S.  Dollars 


8,708,950 

663.156 

8.045.792 


4,332,138 

‘*■332.138 


4,376, 81£ 
663.156 
3. 7131654 


4,376,812  172,188 

663.158  17.455 

3.713.654  154.733 


Corporacldn  Autdnom  Regional 
de  loe  Valles  del  Magdalena 
y del  Sind 

(Republic  of  Colombia) 
Public  entity 


21  Technical  assistance  in 
connection  with  the 
regional  development  of 
the  Sinu  River  watershed 
of  an  estimated  cost  of 

$1,586,325 


5/11/62  Pesos 

contract  U.S.  Dollars  (local  costs  $42,000) 

signed  Total  expressed  in  U.S.  Dollars 

7/17/62 


1.271.861  4,827  4.00 

35.339  261 

160.210  5.792 


12  semiannual  bc.'-innir'- 
January  17,  1%C  (Intorost 
and  principal  payable  in 
currencies  leaned) 


Institute  Naclonal  de  Fomento  23 

Municipal 

(Republic  of  Colombia) 

Public  entity 


Expansion  of  potable  water  7/12/62 
and  sewerage  system  of  an  contract 
estimated  cost  of  signed 

$5,680,000  8/21/62 


Pesos  1/ 

U.S.  Dollars  (local  costs  $1,100,000) 
Total  expressed  in  U.S.  Dollars 
Less:  Taken  by  participants 

Net  total  expressed  in  U.S.  Dollars 


1,000,000  833,263  166,737 

1.500.000  1.296.432  203,568 

2.500.000  2,1^,695  370,305 

—^2^84  ^ - 115.384 

2.3fl4!6l6  2.129.695  254-I921 


115.364 

254.921 


5,537 

3.433 

10.451 


52  semiannual  b'j.'-inrijn.'- 
Febr>jary  21,  106Y  (li  tu-  ji^t 
and  principal  payable  in 


^ Total  of  loans  to  Colombia  expressed  in  U.S.  Dollars 

pj  Less:  Taken  by  participants 

Net  total  of  loans  to  Colombia  expressed  in  U.S.  Dollars 


3,162,949 

115.384 

3.047.565 


2,632,434 


530,515 

115.184 
415  - 


530,515  19,676 


t 

Banco  Nacional  de  Costa  Rica 

31  Establishment  of  cooper- 

4/4/63 U.S.  Dollars  (local  costs  $250,000) 

1.000.000 

850.000 

150.000 

150.000 

1,775 

4.00 

37  semiannual  beginning 

0 

Public  entity 

atives  encouraging  agricul- 

contract 

May  15,  1967  (Principal 

s, 

tural,  fishing  and  indus- 

signed 

repayable  in  colonesj 

* trial  development  of  an 

5/15/64 

interest  payable  in 

estimated  cost  of 
$2,000,000 

dollars) 

1 

Total  of  loans  to 

Costa  Rica  e : r-essed  in  U.S.  Dollars 

1.000.000 

350.000 

150,000 

150.000 

-T75 

Public  entity 


$4,91.4,000 


T/13/61 

contract 


U.S.  DouLs  {local  costs  $2,002,000  ) 2.039!oOO 

expressed  In  U.S.  Dollars  2.365,000 


]Uneo  Kaclonal  da 
Raento 
Public  entity 


7/5/62 


10/25/62 

si£' 


(local  costs  $1,850,000) 


6.000.000 


30,813  245,187  15,000 

1.866.570  222.430  20.000 

1,697,383  467,617  35,000 


dig 


18,764  5.00 


48.446  4.290  4.00 


3.615.063  2.384,937 


I 

i 

d 

I 

S 

0 

! 


12/31/63 

signed 

6/18/6U 


7/30/64 


U.S.  Dollars 


U.S.  Dollars  (local  costs  $87,000) 


in  U.S.  Dollars 


300.000  2/ 


and  principal 
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IIITEK-AMERICAH  DEVELOR-ffillT  BANK  - KIND  FOR  SPECIAL  OPERATIOns 
Statement  of  Approved  Loans 
December  31,  I96U 


Country  and  Obligor 


HAITI 

•Rftnque  Natlonale  de  la 
RenubllQue  d» Haiti 

Public  entity 


To  finance  specific 
projects  for  economic 
development  of  an  esti- 
mated  cost  of  $5,000,000 


'*/9/6l 

contract 

8/17/61 


U.S.  Dollars  (local  costs  $875,000) 


Ranoue  Nationale  de  la 
RenubliQue  d 'Haiti 
(Republic  of  Haiti) 
Public  entity 


Expansion  and  improvement 
of  the  water  supply  system 
in  the  area  of  Port-au- 
Prince  of  an  estimated 
cost  of  $2,520,000 


3/5/6U 

contract 

9/1/6U 


Gourdes  \j 

U.S.  Dollars  (local  costs  $920,000) 
Total  expressed  in  U.S.  Dollars 


Total  of  loans  to  Haiti  expressed  in  U.S.  Dollars 


Highway  constructio 
estimated  cost  of 

$13,250,000 


5/11/61 

contract 

8/11/61 


U.S.  Dollars  (local  costs  $750,000) 


Government  of  Honduras 
Public  entity 


12 


Technical  assistance  for 
highway  and  air  transport 
surveys  of  an  estimated 
cost  of  $1,660,000 


11/9/61  U.S.  Dollars 

contract  Less:  Taken  by  participants 

signed  Net  total  expressed  in  U.S.  Dollars 

3/30/62 


Amount 

Approved 


Undisbursed 
. Balance  _ 


Status  of  Loans 

Disbursed  Repaid  Outstanding 


Repayment  Terms 
Principal  in.'^t-.ftiTm^ntc 


3.500.000  2.968.420 


3.31.580 


?31.580  23.933 


24  semiannual  beginning 
February  17,  I965  (in- 
terest and  principal 
payable  in  gourdes) 


190,000  190,000 

2.170.000  2.170.000 

2.360.000  2/  2.360.000 


4o  semiannual  beginning 
March  1,  I972  (interest 
and  principal  payable  in 
gourdes) 


531.580 


331.580  23.983 


2.250.000  800.654  1.449.346 


^^9 1 3^6  52.555  4.00  32  semiannual  beginning 

January  1,  1966  (Interest 
payable  in  dollars,  prin- 
cipal payable  in  lempiras) 


960,000  209,553 

198.776  

-T6i,22k  . 2,09.553 


750,447  96,000 


654,447  21,458 
102.776  7.165 
551.671  14.293 


10  semiannual  beginninc 
September  30,  1964 
(interest  end  principal 
payable  in  dollars) 


Banco  Naclonal  de  Fomento 
(Banco  Central  de  Honduras) 
Public  entity 


To  assist  in  financing  an 
agricultural  development 
program  of  an  estimated 
cost  of  $11,635,000 


4/12/62  U.S.  Dollars  (local  costs  $1,980,000) 

contract  Less:  Taken  by  participants 

signed  Net  total  expressed  in  U.S.  Dollars 

6/8/62 


^^o!ooo 

5,itoo;ooo 


3,W5.. 


2.514.171  117,381 

600.000  24.107 

1.914.171  93.274 


4.00  24  semiannual  beginnin;; 

December  3,  1966  (Interest 
and  principal  paya>/le  in 
dollars 


Republic  of  Honduras 
Public  entity 


48  Financing  studies  with  ll/l9/64  U.S.  Dollars  (local  costs  $100,000) 

regard  to  a possible  project 
for  a pulp  and  paper  plant 
of  an  estimated  cost  of 
$200,000 

Total  of  loans  to  Honduras  expressed  in  U.S.  Dollars 

Less:  Taken  by  participants 

Net  total  of  loans  to  Honduras  expressed  in  U.S.  Dollars 


■000  2/ 


9,410,000 


4.696.036 

4.696.036 


4,713,964  96,000 

796,776  96,000 

3.915a88 


191,394 
702.776  _J1.2I2 

3.915.166  160.122 


cortr-'-cl  (Intor-ir.t  t, 
principal  repeysl^lc 

election,  in  dcllarc  or 
the  currencies  loaned) 


Nacional  Financiera,  S.A. 
(Government  of  Mexico) 
Public  entity 


32  Preinvestment  studies  for 

the  advancement  of  agricul- 
tural development  and  agri- 
cultural processing  indus- 
tries in  the  Lerma-Chapala- 
Santiago  basin  of  an  esti- 
mated cost  of  $5,000,000 


4/4/63 

contract 

9/19/63 


Pesos  1/ 

U.S.  Dollars  (local  costs  $100,000) 
Total  expressed  in  U.S.  Dollars 


2,143,316 

?°6.^93 

2.649.309 


1,056,684 


93,507 

l,l50.m 


1,056,684  11,031 

93i50T  1,667 

1.150.191  12.698 


24  semiannual  beginning 
March  19,  1967 
Interest  and  principal 
payable  in  currencies 
loaned) 


INTER-AMERICAK  DEVELOPMENT  BAKK  - FUND  FOR  SPECIAL  OPERATIONS 
Statement  of  Aj^roved  Loans 
December  31^  196^+ 


Country  and  Obligor 
^nuarantor  in  Parenthesis) 

Loan 

Number 

Date 

Amount 

Approved 

Undisbursed 

Status  of  Loan.s 

Income 

Interest 

Repayment  Terms 

uTVTrn  fCont'd.) 

outstanding 

Collected 

Principal  Installments 

uoMnnal  Flnanclera.  S.A. 
(novernment  of  Mexico) 

k6 

Financing  nine  Independent 
Irrigation  systems  In  the 
Lerma-Chapala-Santlago  river 
"basin  of  an  estimated  cost 

of  $19,600,000 

10/22/6k 

contract 

10^0/6k 

Pesos  1/ 

U.S.  Dollars  (local  costs  $2,800,000) 
Total  expressed  in  U.S.  Dollars 

500,000 

9.300.000 

9.800.000  2/ 

500,000 

9.300.000 

9.800.000 

k.oo 

44  semiannual  beginning 
April  30,  1968  (interest 
and  principal  payable  in 
currencies  loaned) 

Total  of  loans  to  Mexico  esqjressed  In  U.S.  Dollars 

13,600.000 

12.kk9.809 

1.150.191 

1.150.191  . 

12.698 

ifTCARAGUA 

Banco  Naclonal  de  Nicara^a 
Public  entity 


52  Relending  for  livestock  12/31M  U.S.  Dollars  (local  costs  ik. 500.0001  k. 500.000  2/  k. 500. 000 

development  of  an  estimated  — — 

cost  of  $9,608,000 

Total  of  loans  to  Nicaragua  expressed  in  U.S.  Dollars  k. 500.000  k. 500.000 


24  semiannual  beginning 
42  months  after  date  of 
contract  (interest  and 
principal  payable  in 
currencies  loaned) 


PANAMA 


Tnstituto  de  Fomento  Rcont^mi  no 
fRePublic  of  Panama) 

13  To  assist  in  financing  an 

agricultural  development 

12/7/61 

contract 

Balboas 

U.S.  Dollars  (local  costs  $l,4l0,000) 
Total  expressed  in  U.S.  Dollars 

186,000 

2.714.000 

106. Ik9 
1.659.639 

106. Ik9 
1.659.639 

1,556 

17.013 

18,569 

k.oo 

Public  entity 

plan  of  an  estimated  cost 
of  $11,112,000 

1/10/62 

2.900.000 

i!i34!212 

l.,765jg§ 

Republic  of  Panama 

38  Studies  relating  to  the 

12/31/63 

U.S.  Dollars 

300.000  2/ 

300.000 

k.oo 

Public  entity 

choice  of  a highway  route 
between  Penonom^  and  Coldn 
of  an  estimated  cost  of 
$400,000 

contract 

Banco  Nacional  de  Panama 

49  To  finance  fixed  invest- 

12/l0/6k 

U.S.  Dollars 

1.000.000  2/ 

1. 000. 000 

k.oo 

(Republic  of  Panama) 
^blic  entity 

ments  in  the  private  sector 
for  expansion  of  existing 
medium  and  small  private 
enterprises  or  of  the  esta- 
blishment of  new  industries 
of  an  estimated  cost  of 
$2,350,000 

Total  of  loans  to 

Panama  expressed  in  U.S,  Dollars 

2.k3k.212 

".T65.T88 

1.765.788 

16,569 

24  semiannual  beginning 
July  15,  1965  (Interest 
and  principal  payable  in 
currencies  loaned) 


17  semiannual  herd  ning 
April  15,  1966  (Interest 
and  principal  payable  in 
dollars) 


21  semiannual  beginning 
48  months  after  date  of 
contract  (interest  payable 
in  currencies  loaned;  prir 
clpal  repayable  in  balboas 
or  in  the  currencies  loane 


PARAGUAY 


Banco  -Nacional  de  Fomento 
agu  V 

PubUc  entity 

2 Development  of  industrial, 

agricultural  and  livestock 
projects  of  an  estimated 
cost  of  $5,500,000 

3/2k/6l 

contract 

7/28/61 

U.S.  Dollars  (local  costs  $750,000) 

3.000.000 

Government  of  Para<mav 
Public  entity 

6 Equipment  for  expansion  of 

colonization  project  of  an 
estimated  cost  of 

$1,050,000 

5/26/61 

contract 

7/28/61 

U.S.  Dollars  (local  costs  $50,000) 

250.000 

390.221  2.609.779 


2.353.397  190.579  5-75  l4  semiannual  beginning 

May  7,  1963  (interest  and 
principal  payable  in  gua- 


18  semiannual  beginning 
February  1,  1963(lnterest 
and  principal  payable  in 
guaranies) 


) 


EITER-AIffiRICAII  DEVEL0H4H:T  EAIIK  - RIIID  FOR  SPECIAL  OPERATIONS 
Statement  of  Approved  Loans 
December  3I,  I96U 


TABLE  H 
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Country  and  Obligor 
(r.nftrantor  in  Parenthesis) 

Number 

Purpose 

Date 

Approved 

Amount 

Undisbursed 

Status  of  Loans. 

Income  l/ 
Collected 

Interest 

Repayment  Terms 

udnAmrAY  fCont'd.) 

tooro^ 

Bepald 

ES__ns 

r.r,vprMnent  of  ParaRuay 

19 

Technical  assistance  in 
connection  with  a coloni- 
zation program  of  the  Alto 
ParanS  region  of  an  esti- 
mated cost  of  $879, CXX) 

4/5/62 

U.S.  Dollars  (local  costs  $150,000) 

800.000 

743,600 

56,400 

56.400 

m 

4.00 

10  semiannual  beginning 

12^/62 

November  30,  1966(lnterest 
and  principal  payable  in 
guaranies  or  dollars,  at 
borrower’s  election) 

A^In^n^Rt,rRcldn  Nacional  de 
Plectricidad  (ANDE) 

(^nro  Central  del  Paracuav) 
Public  entity 

28 

Technical  assistance  for 
planning  the  construction 
of  a hydroelectric  plant 
of  an  estimated  cost  of 
$400,000 

12/6/62 

contract 

^^7^2 

U.S.  Dollars 

400,000 

63.387 

336.613 

336.613 

12.702 

4.00 

8 semiannual  beginning 
May  30,  1965  (Interest  and 
principal  payable  in  gua- 
ranies or  dollars,  at 
borrower’s  election) 

Arlmlnlstracidn  Nacional  de 

(ReDublic  of  Para^av) 
Public  entity 

34 

ConstjTuction  of  hydroelec- 
tric plant  and  installation 
of  a transmission  line  to 
the  city  of  Asuncidn  of  an 
estimated  cost  of 

$30,200,000 

4/18/63 

contract 

8/17/64 

U.S.  Dollars  (local  costs  $5,650,000) 

14.150. 000  2/ 

14.150. 000 

4.00 

4o  semiannual  beginning 
February  I8,  1970(First  20 
principal  instalLiients,  in- 
cluding corresponding  in- 
terest, payable  either  in 
dollars  or  guaranies  at  bor- 
rower's election,  balance 
payable  in  currencies  loaned) 

Rflnort  Nacional  de  Fomento 
(Republic  of  Para<fuay) 

44 

For  relending  to  promote 
industrial  development  of 

7/30/64 

contract 

Guaranies  l/ 

U.S.  Dollars  (local  costs  $1,100,000) 
Total  expressed  in  U.S.  Dollars 

500,  CXX) 
■3.500.000 

500,000 

g.^.OOO 

4.00 

23  semiannual  beginning 
August  18,  i960  (Interest 
and  principal  payable  in 

Public  entity 

an  estimated  cost  of 

Xoootooo  2/ 

$9,000,000 

8/^/64 

currencies  loaned) 

Total  of  loans  to  Paraguay  ejqxressed  in  U.S.  Dollars 

22. 600.000 

19. 356.184 

3.243.816 

311.938 

2.931.678 

219.078 

mi 

Republic  of  Peru 
Public  entity 

45 

Studies  regarding  highv^s 
betveen  four  towns  of  an 

8/20/64 

contract 

Soles  1/ 
U.S.  Dollars 

115,000 

360.000 

115.000 

360.000 

4.00 

17  semiannual  inr): . 

November  6,  1'^/  (int-  r 

estimated  cost  of  $560,000 

and  principal  T-oyablo  i: 
currencies  loaned) 

Total  of  loans  to  Peru  expressed 

in  U.S.  Dollars 

475.000  2/ 

U75,000 

URUGUAY 

Establecimientos  FriKorfficos 
del  Cerro.  S.A. 

10 

Improvement  in  meat- 
processing  plant  of  an  esti- 

8/3/61 

contract 

Pesos  1/ 
U.S.  Dollars 

190,000 

450.000 

190.000 

253.000 

197.000 

28.143 

168.857 

15.299 

5.75 

l4  semiannual  begirininc 
May  31,  1964  (interest 

Private  entity 

mated  cost  of  $640,000 

signed 

Total  expressed  in  U.S.  Dollars 

640.000 

443,000 

197.000 

28.143 

1SO57 

15.299 

and  principal  payable 

11/30/61 

in  currencies  loaned) 

Corporacidn  Nacional  de  Productos 
de  Leche 

(Republic  of  Unuruav) 

Mixed  entity 

47 

Financing  expansion  of  the  11/5/64^ 

dairy  industry  of  an  esti- 
mated cost  of  $5,900,000 

Total  of  loans  to  Urufruav  expres 

U.S.  Dollars 
ised  in  U.S.  Dollars 

3.600.000  2/ 

4.240.000 

3.600.000 

4.043.000 

26.143 

166.857 

15.299 

4.00 

24  semiannual  beginning 
54  months  after  date  of 
contract( Interest  payable  in 
dollars  or  proportionately 
in  currencies  loaned;  prin- 
cipal repayable  in  Pesos  or 

in  dollars) 

IllTER-AMERICAH  DEVELOmENT  BMIK  - IWD  FOR  SPECIAL  OPERATIONS 
Statement  of  Approved  Loans 
December  31,  196U. 


^'mAL  AMERICAN  BANK 

npntral  American  Bank  for 
peonomic  Integration 
Public  entity 


entral  American  Bank  for 
Economic  Integration 
Public  entity 


To  finance  a program  of 
consolidation  of  rural 
settlements  of  an  esti- 
mated cost  of  $21,621,1^20 

Total  of  loans  t 


To  finance  the  economic 
development  of  Costa  Rica, 
El  Salvador,  Guatemala, 
Honduras  and  Nicaragua 
of  an  estimated  cost  of 

$9,003,927 


11/8/62 

contract 

^^9/62 


Bolivares  1/ 
Venezuela  expressed  In  U.S.  L 


2.700.000  2/  2.700.( 


, For  relending  for  specific 
industrial  projects  of  a 
regional  nature  and  for 
infrastructure  investments 
of  an  estimated  cost  of 

$13,160,000 


VV63 

contract 

026/63 


12/24/64 


Colones  f Costa  Rica) 

Colones  (El  Salvador) 

Quetzales 

Lempiras 

Cordobas 

U.S.  Dollars  (local  co 
Total  expressed  In  U.S 


Colones  (Costa  Rica)  1/ 

Colones  (El  Salvador)  l/ 

Quetzales  ^ 

Cordobas  %j 

U.S.  Dollars  (local  costs  $1,920,000) 
Total  expressed  In  U.S.  Dollars 


100,000 

7.600.000 

8.200.000  2/ 


120,000 

100,000 

7.800.000 


Total  of  loans  to  Central  American  Bank  for 


39  semiannual  beginning 
December  19,  1963 
(interest  and  principal 
payable  in  bolivares) 


47.925 

48.799 


Expressed  in  U.S.  Dollars  or  U.S.  Dollar  equivalent. 


Of  the  undisbursed  balance 


certain  loans  have  not  become  effective  and  disbursements  thereunder  will  not  begin  until  the  borrower  and  guarantor,  if  any,  take  certain 
loans  held  by  the  Bank,  the  Bank  has  entered  into  irrevocable  commitments  to  disburse  $939>7l6. 


32  semiannual  beginning 
October  26,  1967  (Interest 
and  principal  payable  in 
currencies  loaned,  except 
that  principal  payments 
relating  to  $1,000,000  of 
the  dollar  portion  of  the 
loan  my  be  paid  in  cur- 
rencies of  member  countries 
of  the  Central  American  Bank 

32  semiannual  beginning 
54  months  after  the  date 
of  contract 


Economic  Integration  expressed  in  U.S.  Dollars 

14.203. 927 

10,357.038  3.846,889 

3.846,869 

48,799 

Net  total  active  loans  expressed  in  U.S.  Dollars 
Add:  Total  taken  by  participant 

169,267,736 

1.643. 038 

119,668,978  3/  49,598,758 

1.643.038 

798,228 

96.000 

48,800,530 

1,549.058 

2,240,682 

53.938 

2,294,620 

Add:  Loan  cancellations 

170,912,794 

192.272 

qi^lOl^M 

119.668.978  3l!243!8l6 

894,228 

DIVISION  OF  TOEASURY  AND  FINANCE 


INTER-AMERICAN  DEVELOPMENT  BANK 
SOCIAL  PROGRESS  TRUST  FUND 

STATEMENT  OF  APPROVED  LOANS 


Country  and  Obligor 
(f^arantor  in  Parenthesis^ 


pppiiblic  of  Argentina 
Public  entity 


ft>nco  Hlpotecario  Nacionsl 
Public  entity 


^■inistracidr.  General  de  Obr&s 
Sanitarlas  de  la  Tlacldn 
^Republic  of  Argentina) 
Public  entity 


Date 


£<5  Equipment  for  advanced  3/25/62 

technical  education  for  contract 

the  rational  Universities  signed 

of  Argentina  of  an  estima-  5/4/62 

ted  cost  of  $10,000,000 


4T  Financing  the  construction  11/29 /62 

of  housing  for  low-income  contract 

families  of  an  estimated  signed 

cost  of  $60,000,000  1/24/63 


Financing  the  improvement  of 
the  water  supply  systems  of 
two  towns  in  the  province  of 
Buenos  Aires  of  an  estimated 
cost  of  $6,681,812 


7/30/6U 

contract 


10^/6 


Total  loans  to  Argentina 


mviA 


December  19^^ 

Curracies 

J-a.  Doltars  (local  cost?  $1,000,000)  5,000,000  3,919,637 

U-S.  Dollars  (local  costs  $S6,100,000)  30,000,000  27,U00,000 

U.S.  Dollars  (local  costs  $1,990,000)  3,500,000  ^ 3,500,000 


,500,000  3U. 879 .637 


Status  of  Loans 

Repaid  Outstandinj- 

50.000  970,363 

150.000  2,450,000 


Corporacidn  Boliviena  de  Fomento 
(Banco  Central  de  Bolivia^ 
Public  entity 

51 

Financing  the  settlement 
of  8,000  farm  families  of 
an  estimated  cost  of 
$15,321,428 

12/28/62 

contract 

i/S/63 

U.S.  Dollars  (local  costs  $4,615,000) 

6,500,000 

5,033,305 

1,466,695 

20,000 

1,446,695 

Corporacidn  Boliviana  de  Fomento 

61 

Financing  the  construction 

3/21/63 

contract 

6/1U/63 

U.S.  Dollars  (local  costs  $652,000) 

4,000,000 

3,113,984 

886  016 

40,000 

846,016 

(Banco  Central  de  Bolivia) 
Public  entity 

of  housing  for  low- income 
families  of  an  estimated 
cost  of  $5,429,000 

cvemmen*  of  Bolivia 
Public  entity 

67 

Improvement  and  completion 
of  existing  experimental 
farms  and  creation  of  new 
farms  of  an  estimated  cost 

of  $619,769 

10/31/63 

contract 

1/16/64 

U.S.  Dollars  (local  costs  $105,000) 

435,00c 

391-500 

43, 500 

43,500 

Retwblic  of  Bolivia 
PiMic  entity 

73 

Install  18  laboratories  and 
a technical  library  at  the 
Bolivian  Technological 
Research  Institute  of  an 
estimated  cost  of  $510,000 

5/7/64 

contract 

5/7/^ 

U.S.  Dollars 

325,000 

300,000 

25,000 

25,000 

Total  loans  to  Bolivia 

U.S.  Dollars 

11.260,000 

■S.BiffTfB'g 

2.421,211 

~60.000 

2.361.211 

TABLE  III 
Page  1 


59,940  1.25 


49  semiannual  beginning 
January  24,  1964 


2.75  37  semiannual  beginning 

October  7,  1965 


2, 9^+6 


49  semiannual  beginning 
January  15,  1964 


5,780 


59  semiannual  boginn^nTT 
June  15,  I96U 


1.25  ^9  semiannual  icJlinr'ii, 

January  l6,  V/.'i 


1.25  39  semicnnuol  b'-r.ir-f  In/- 

May  7,  1965 


Siperintendenrla  de  A^uas  v Eseotos 

13  Flneincing  of  water  system 

11/30/61 

U.S.  Dollars  (local  costs  $3,370,000) 

4,120,000 

769,824 

3,350,176 

35,000 

3,315,176 

95,622 

2.75 

25  annual  beginning 
March  15,  1963 

do  Reconcavn 
Estate  of 
Public  entitv 

for  the  city  of  Salvador 
of  an  estimated  cost  of 
$8,127,000 

contract 

signed 

3/1/62 

Banco  do  Estado  da  Guanabara.  S.A. 
LState  of  GuanpharA^ 

Public  entitv 

22  Financing  of  water  supply 

system  of  the  State  of 
Guanabara  of  an  estimated 
cost  of  $27,883,852 

3/13/62 

contract 

5/5/62 

U.S.  Dollars 

12,500,000 

449,059 

12,050,941 

65,000 

11,985,941 

299,032 

2.75 

59  semiannual  beginning 
May  5,  1963 

: 3A;-  - y..z.: 

: er  Zl,  lyC 


n.OOO.OCD  i,nh,3h3  1.,525,657  £1,067  l.,761.,570 


its  $12,740,000)  12,990,000 


2,552,636  3.847,364  48,000  3,799,364  28,736 


3,850,000  2/  3,850,000 


1,019  15,< 


3,795  1.25  39 


s $2,359,000)  2,500,000  2/  2,5i 


,700,000)  2,700,000  2/  2,700,000 


25,270.296  568.069 


, $2,470,000)  2,470,000  1,788,324  681,676 


350,275  6,320  1-25  30 


2,433,554 


2,356,954 


1.25 


II  TER-AHERICAi:  DEVELOHIHIT  BAilK  - SOCIAL  PROGPESS  MUST  FUI'ID 
Statement  of  Approved  Loans 
December  31,  1964 


TABLE  III 
Page  3 


Country  and  Obligor 
(Ouarantor  in  Parenthesis) 

Loan 

Number 

34 

Date 

rlfTI.E  (Coat'd.) 

Central  de  Ahorros  y 

Financing  construction  of 
houses  for  low-income 
families  of  an  estimated 
cost  of  $7,696,800 

/covemment  of  Chile  I 
Public  entltv 

contract 

signed 

6/13/62 

ProDotora  de  Viviendas  Econc^mirn*; 

38 

Umltada  v Companfa.  C.P.A. 

^u^s^for^low^lnc^e” 

(Corporacidn  de  la  Vivienda) 
Private  entity 

families  of  an  estimated 
cost  of  $7,61*2,857 

contract 

i/S^a 

Ta  Universidad  de  Chile 

(Corporacidn  de  Fomento  de  la 

>*5 

Financing  a program  for 
five  regional  colleges 
of  an  estimated  cost  of 
$6,847,000 

11/15/62 

Produce idn) 
Public  entity 

^fl.9/62 

Cooperativa  de  Consumidores  Unldn.s 
"UNICOOP”  - Santiago  Ltda. 

57 

Financing  the  establishmeit 
of  cooperatives  super- 
markets of  an  estimated 
cost  of  $1,175,000 

1/31/63 

(Corporacidn  de  Fomento  de  la 
Produccidn) 

Public  entitv 

signed 

U/26/63 

Corporacidn  de  la  Vivienda 
Public  entitv 

66 

Financing  the  construction 
of  houses  for  lov-income 
families  of  an  estimated 
cost  of  $5,600,000 

IO/2U/63 

contract 

ll^^3 

Republic  of  Chile 
Public  entitv 

7't 

Financing  installation  of 
water  supply  systems  in 
various  rural  towns  of  an 
estimated  cost  of 

$5,000,000 

3/12/61* 

contract 

3/Sm 

Ca.ia  Central  de  Ahorros  v Pr^stamos 
(Republic  of  Chllel 
Public  entitv 

81* 

Financing  the  construction 
of  houses  for  families  of 
low-income  through  the  sav- 
ings and  loan  system,  of 
an  estimated  cost  of 

$7,700,000 

l/y>/6h 

contract 

8/S/61* 

Universidad  de  Chile 
(Corporacidn  de  Fomento  de  la 
Produccldn) 

Public  entitv 

91 

Financing  a curriculum  of 
public  health  and  related 
matters  of  an  estimated 
cost  of  $2,300,000 

10/1/61* 

contract 

10^1/61* 

Universidad  Catdlica  de  Chile 
(Corporacidn  de  Fomento  de  la 
ProduccitSn) 

Private  entitv 

96 

Financing  expansion  of  the 
college  of  Riysical  Sciences 
and  Mathematics  of  an  esti- 
mated cost  of  $3,800,000 

10/S2/9i 

contract 

11^/61* 

Total  loans  to  Chile 


Undisbursed Status  of  Loans 

Balance  Disbursed  Renald  Outstanding 


Income  Interest  Repayment  Terms 

Collected  j,  l/  Principal  Installments 


U.S.  Dollars  (local  costs  $5,000,000) 


50,000  4,950,000  115,910  1.25  27  annual  beginning 

June  13,  1963 


U.S.  Dollars  (local  costs  $2,000,000) 


887,830 


1,112,162 


10,000  1,102,162  13,993 


21  annual  beginning 
January  22,  1964 


U.S.  Dollars  (local  costs  $1,900,000) 


1,331,293  946,707 


17,250  931,457 


29  semiannual  beginning 
December  19,  1963 


U.S.  Dollars  (local  costa  $600,000)  600,000  329,885  2TO,lU5 


258,iU5  1,652 


25  semiannual  beginning 
April  24,  1964 


U.S.  Dollars  (local  costs  $2,000,000)  2,000,000  1,182,261  817,739 


807,739  8,277  1.25 


59  semiannual  beginning 
November  5,  1904 


U.S.  Dollars  (local  costs  $1,500,000) 


743 


2.75 


59  semiannual  beginninc 
March  17,  1905 


U.S.  Dollars  (local  costs  $5,000,000) 


1.25  53  semiannual  beginning 

August  12,  1965 


U.S.  Dollars  (local  costs  $450,000)  1,250,000  2/ 


1,25  39  semiannual  beginning 

October  31,  1965 


U.S.  Dollars  (local  costs  $700,000)  1,050,000  2/  1,050,000 


1.25  39  semiannual  beginning 

November  2,  I965 


U.S.  Dollars 


269.250 


.^al4?A06 


Country  and  Obligor 


njTER-AMERIM  DEVELOPMEBT  BANK  - SOCIAL  PROGRESS 
Statement  of  Aj^roved  Loans 
December  31,  1964 


Country  and  Obligor 
yiCMBIA 

Uc;tAblecimiento  Pilblico 
^resas  Municinales  de  Cali 

Loan 

Number 

9 

: Purpose 

Financing  the  expansion 

Date 

Approved 

10/26/61 

Curreneijs 

U.S.  Dollars  (local  costs  $l,y6o,000) 

fAetJubllc  of  Colombia) 
Public  entity 

ble  vater  systems  of  an 
estimated  cost  of 
$'*,780,000 

contract 

Vi6/62 

Tnstltuto  de  Cr^ito  Territorial 

10 

Financing  housing  for 
persons  of  lov-income  of 
an  estimated  cost  of 
$29,3'*0,000 

11/16/61 

contract 

2/2/62 

U.S.  Dollars  (local  costs  $l4, 000,000) 

^Reoublic  of  Colombia) 
PubUc  entity 

ftimresas  Munlcit>ales  de  Odcuta 
^Rerubllc  of  Colombia) 

Public  entity 

11 

Financing  the  expansion 
and  ln5)rovement  of  vater 
and  severage  system  of  the 
city  of  (Meuta  of  an  esti- 
mated cost  of  $9,161,000 

11/22/61 

contract 

0^62 

U.S.  Dollars  (local  costs  $4,483,000) 

Instituto  Nacional  de  Fomento 

37 

Expansion  of  potable  water 
and  sewerage  systems  of  up 
to  368  cities  of  an  esti- 
mated cost  of  $19,312,000 

7/12/62 

contract 

signed 

8/21/62 

U.S.  Dollars  (local  costs  $8,500,000) 

Hunicisal 

Tienubllc  of  Colombia) 
PubUc  entity 

Uoiversidad  Nacional 
fRewiblic  of  Colombia) 
PubUc  entity 

77 

Development  of  a basic 
sciences  and  technology 
curriculum  of  an  estima- 
ted cost  of  $2,445,600 

'*/30/64 

contract 

signed 

6/12/6'* 

U.S.  Dollars 

Fondo  de  Desarrollo  v Dlversiflcacldn 
de  Zonas  Cafeteras  y Federacidn 
Nacional  de  Cafeteros 
Private  entity 

79 

Agricultural  diversifica- 
tion in  the  coffee-produ- 
cing areas  of  the  Depart- 
ment of  Caldas  of  an  esti- 
mated cost  of  $16,830,000 

5/21/64 

contract 

6/10/64 

Pesos  ^ 

U.S.  Dollars  (local  costs  $ 6,700,000) 
Net  total  expressed  in  U.S.  Dollars 

Institute  de  Crddlto  Territorial 
(RenubUc  of  Colombia) 

PibUc  entity 

93 

Construction  of  houses  for 
low- income  families  of  an 
estimated  cost  of 

$17,700,000 

10/8/64 

U.S.  Dollars  (local  costs  $7,500,000) 

Institute  de  Cr6Uto  Territorial 
(RenubUc  of  Colombia) 

PubUc  entity 

98 

Financing  construction  of 
housing  for  low-income 
families  of  an  estimated 
cost  of  $'*,250,000 

12/24/64 

U.S.  Dollars  (local  costs  $2,500,000) 

Total  loans  to  Colombia  U.S.  Dollars 


Amount 

Undisbursed 

Status  of  Loans 

Income 

Interest 

Repayment  Terms 

Approved 

Disbursed 

Repaid 

Outstandins 

Collected 

Principal  Installments 

2,454,000 

446,046 

2,007,954 

82,901 

1,925,053 

2.75 

39  semiannual  beginning 
April  16,  1963 

15,200,000 

2,410,307 

12,789,693 

152,000 

12,637,693 

243,260 

1.25 

20  annual  beginning 
February  2,  I963 

5,183,000 

2,24i,4ii 

2,941,589 

100,000 

2,833,589 

86,302 

2.75 

60  semiannual  beginning 
February  3,  1963 

8,500,000 

6,927,347 

1,572,653 

85,000 

1,487,653 

40,171 

2.75 

4 annual  and  52 
semiannual  beginning 
August  21,  1963 

1,100,000  2/ 

1,100,000 

1.25 

39  semiannual  beginning 
May  31,  1965 

300,000 

6.700.000 

6.251.019 

300,'000 

448.981 

300,000 

448.981 

1.25 

39  semiannual  beginning 
May  31,  1965 

7.000.000 

6.251.019 

748.981 

748.981 

7,500,000  2/ 

7,500,000 

1.25 

39  semiannual  beginning 
12  months  after  date  of 
contract 

2,500,000  2/ 

2,500,000 

1.25 

39  semiannual  beginning 

12  months  after  date  of 
contract 


lt9.UR7.000  29.R76.1R0  20. 060.870  it27.901  19.6R2.969 


IHIER-AMERIOAM  DEVELOPMENT  BANK  - SOCIAL  PROGRESS  TRUST  RJi:D 

Statement  of  Approved  Loans  TABLE  III 

December  3I,  I96U  Page  5 


Country  and  Obligor  ^ 

Number 

Purpose 

Date 

Approved 

Amount 

Undisbursed 

of  Loans — ^ — 

Collected 

Interest 

Repayment  Terms 

OOSTA  RICA 

T«e+itnito  Nacional  de  Vivienda 
ih-banlsmo  de  Costa  Rica 
tHthlir  entity 

Financing  construction  of 
houses  for  low-income 
families  of  an  estimated 
cost  of  $16,000,000 

8/10/61 

contract 

10^31/61 

U.S.  Dollars  (local  costs  $2,300,000) 

Approved 

3,500,000 

Balance 

348 

Disbursed  Repaid  outstanding 

3,499,652  52,500  3,447,152 

133,197 

1.25 

Princinal  Instal  Iment.R 

25  annual  beginning 
October  I5,  1962 

c-fiHrio  Nacional  de  Acueductos 
"y  fllrRntarillado  <SNAA) 

Pnhllc  entity 

69 

Financing  of  studies  regard- 
ing water  and  sewerage 
systems  In  several  cities 
of  an  estimated  cost  of 

$150,000 

12/12/63 

contract 

12A3/63 

U.S.  Dollars  (local  costs  $100,000) 

100,000  2/ 

100,000 

2.75 

13  semiannual  beginning 
December  I3,  1964 

Be-niiblic  of  Costa  Rlca 
PubUc  entity 

80 

Construction  and  in5>rove- 
ment  of  access  roads  of 
an  estimated  cost  of 

$6,000,000 

5/21/64 

contract 

6/2/64 

U.S.  Dollars  (local  costs  $1,982,000) 

4,000,000  2/ 

4,000,000 

1.25 

39  semiannual  beginning 
May  28,  1965 

«u>rv1cio  Nacional  de  Acueductos 
y Alcantarillado 
Public  entity 

81 

Financing  of  studies  re- 
garding the  improyement 
of  the  sewereige  system 
of  San  Jos^  of  an  esti- 
mated cost  of  $215,000 

6/30/64 

contract 

?/i/ft 

U.S.  Dollars  (local  costs  $T0,000) 

l40,000  2/ 

l40,000 

2.75 

13  semiannual  beginning 

July  2,  1965 

Tnstituto  de  Tierras  y Colonizacidn 

89 

Financing  of  colonization 

10/1/64 

U.S.  Dollars  (local  costs  $1,055,000) 

1 300  000  2/ 

fPenubllc  of  Costa  Rica) 
Public  entity 

project  for  low-income 
farmers  in  Llmdn  Proyince 
of  an  estimated  cost  of 

$2,587,000 

12  months  after  date  of 
contract 

Tnstituto  Nacional  de  Viyienda  y 
nrbanlsmo 
Public  entity 

97 

Financing  contraction  of 
houses  for  low-income 
faznilies  of  an  estimated 
cost  of  $6,463,000 

12/24/64 

U.S.  Dollars  (local  costs  $3,155,000) 

3,600,000  2/ 

3,600,000 

1.25 

49  semiannual  beginning 
12  months  after  date  of 
contract 

Total  loans  to  Costa  Rica  U.S.  Dollars  12,640.000  ~9Tl40.34C  ^.499.6^2  52.500  ^.44-7.152  1^^.197 


DCKDilCAH  REPUBLIC 


Banco  Aia-fcola 
(DcEinlcan  Republic) 
Public  entity 

Ul 

Financing  a program  of 
rural  credit  for  low- 
income  farmers  of  an 
estimated  cost  of 

$5,790,000 

8/23/62 

contract 

simed 

10/12/62 

U.S.  Dollars  (local  costs  $2,440,000) 

3,000,000 

204,944 

2,795,056 

120,000 

2,675,056 

70,904 

1.25 

20  annual  beginning 
October  15,  I963 

Government  of  the  Dominican  Reimiblic 

52 

Financing  the  construction 

12/28/62 

U.S.  Dollars  (local  costs  $2,500,000) 

3,500,000 

3,194,671 

305,329 

35,000 

270,329 

3,365 

1.25 

53  semiannual  beginning 
February  28,  19^4 

Public  entity 

of  housing  for  low- income 
families  of  an  estimated 
cost  of  $6,375,000 

contract 

signed 

2/28/63 

Goyerrmpnt  of  the  Dominican  Republic 

83 

Financing  the  construction 

7/30/64 

U.S.  Dollars 

1,150,000  2/ 

1,150,000 

2.75 

51  semiannual  beginning 
August  7,  1965 

Public  entity 

and  improyementof  water 
supp]^  systems  in  fiye 
localities  of  an  estimated 
cost  of  $2,200,840 

contract 

signed 

8/7/64 

IMversidad  Autdnoma  de 
Santo  Domingo 
Public  entity 

101 

In^irove  instruction  of 
engineers,  agricultural 
sciences,  economics  and 

12/24/64 

U.S.  Dollars 

900,000  2/ 

900,000 

1.25 

39  semiannual  beginning 
12  months  after  date  of 
contract 

general  studies  of  an 
estimated  cost  of 


$2,900,000 

8 .550 .000  S.  449. 61;  8.100,365  7l55,000~ 


Total  loans  to 


Dominican  Republic 


g. 945. 385  74.g6q 


i 
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II!TER-fflffiRICAIt  DEVELOMENT  EAIIK  - SOCIAL  PROGRESS  MUST  HJim 
Statement  of  Approved  Loans 
December  31,  136I* 


Country  and  Obligor  poan 


fciarantor  in  Parenthesis) 

Number  Purpose 

Date 

Approved 

Ci^rencies 

Amoiont 

Approved 

Undisbursed 

Status  of  Loans 

Income 

Interest 

Repaytoent  Terms 

Rcuatoriano  de  la  Vlvienda 
" (RenubUc  of  Ecuador) 

T>nMic  entity 

19 

Financing  construction  of 
houses  for  low-income 
families  of  an  estimated 
cost  of  $16,U15,ooo 

2/23/62 

contract 

7/23/62 

U.S.  Dollars  (local  costs  $7,400,000) 

10,600,000 

8,141,334 

2,458,666 

Repaid 

100,000 

Outstanding 

2,358,666 

30,306 

1.25 

Principal  Installments 

59  semiannual  beginning 
Julj'  23,  1963 

u,.niMTjalidad  de  Quito 
^Rpwjblic  of  Ecuador) 
Public  entity 

20 

Expansion  and  improvement 
of  sewerage  systems  of  an 
estimated  cost  of 
$3,925,000 

2/28/62 

contract 

signed 

7/10/62 

U.S.  Dollars  (local  costs  $2,650,000) 

3,000,000 

2,046,238 

951,762 

30,000 

921,762 

11,933 

2.75 

2 annual  and  36  semi- 
annual beginning 
July  10,  1963 

Braibllc  of  Ecuador 
Public  entity 

55 

Financing  a program  of 
integration  of  the  farmer 
into  the  national  econoniy 
of  an  estimated  cost  of 
$5,451,000 

ff|y 

U.S.  Dollars  (local  costs  $849,000) 

1,815,000 

1,615,000 

200,000 

9,000 

191,000 

2,011 

1.25 

59  semiannual  beginning 
October  24,  1964 

Institute  Nacional  de  Colonizacit^n 
fRenublic  of  Ecuador) 

Public  entity 

56 

Financing  a project  of 
settlement  at-Santo  Do- 
mingo de  los  Colorados  of 
an  estimated  cost  of 
$4,000,000 

1/31/63 

contract 

10/1/63 

U.S.  Dollars  (local  costs  $1,859,500) 

2,600,000 

2,340,000 

260,000 

10,000 

250,000 

1,681 

1.25 

39  semiannual  beginning 
October  31,  1964 

Pexrublic  of  Ecuador 
Public  entity 

59 

Financing  the  construction 
and  in5)rovement  of  water 
supply  and  sewerage  systems 
in  l8  cities  of  an  estima- 
ted cost  of  $6,224,000 

2/19/63 

contract 

10^/63 

U.S.  Dollars  (local  costs  $1,420,858) 

.5,500,000 

5,446,330 

53,670 

53,670 

2.75 

59  semiannual  beginning 
October  1,  1964 

"r-iversidad  de  Guavaauil 
freTTublic  of  Ecuador) 
Public  entity 

72 

Development  of  a basic 
sciences  and  technology 
curriculum  of  an  esti- 
mated cost  of  $800,000 

12/31/63 

contract 

2/6/ft 

U.S.  Dollars  (local  costs  $100,000) 

600,000 

530,000 

70,000 

70,000 

39 

1.25 

39  semiannual  becinninr 
Fcbr»aar.Y  I965 

Vr.ivfersidad  Central  de  Quito 
(Heirubiic  of  Ecuador) 

Public  entity 

73 

Development  of  a basic 
sciences  and  technology 
curriculum  of  an  esti- 
mated cost  of  $840,000 

12/31/63 

contract 

6/1/ft 

U.S.  Dollars  (local  costs  $100,000) 

400,000  2/ 

400,000 

1.25 

39  semiannual  berinnir.j- 
May  28,  1965 

Jtunicinalidad  de  Guayaaui  1 
(ReirubLic  of  Ecuador) 
Public  entity 

82 

Financing  studies  relating 
to  the  inQ)rovement  of  the 
sewerage  system  of  Guaya- 
quil of  an  estimated  cost 

7/30/64 

contract 

8/7/64 

U.S.  Dollars 

268,000  2/ 

268,000 

2.75 

15  semiannual  beginning 
August  7,  1965 

of  $lt52,000 

Total  loans  to  Ecuador  U.S.  Dollars  24.763.000  20.788.902  3.994.098  149.000 


3.845,098  45,970 


-AMERICAII  DEVELOPtrart  BAIIK  - SOCIAL  PROGRESS  TRUST  lUIID  TABLE  III 

Statement  of  Approved  Loans  Page  7 

December  31,  1964 


Country  and  Obligor 

in  Parenthesis) 

Loan 

number 

Pumose 

Date 

Approved 

Amount 

Undisbursed 

of  Lo£ 

ms 

Tncome 

Interest 

Repayment  Terms 

cntral  de  Beserva  de 
•^Salvador 

El  Salvador) 

BibUc  entity 

3 

For  relending  to  small 
farmers  for  development  of 
agriculture  and  animal 
husbandry  of  an  estimated 
cost  of  800, 000 

8/3/61 

contract 

U^4/6l 

U.s.  Dollars  (local  costs  $2,000,000) 

Approved 

2,000,000 

Balance 

900,000 

Disbursed 

1,100,000 

Repaid 

20,000 

Outstanding 

1,080,000 

29,826 

1.25 

Principal  Installments 

20  annual  beginning 
December  1,  1962 

Central  de  Reserva  de 

5 

Financing  the  expansion 

8/10/61 

U.s.  Dollars  (local  costs  $790,000) 

Salvad^ 

p-pi-hlir  of  El  Salvador) 
R.hUc  entity; 

and  Improvement  of  sewer- 
age systems  of  five  cities 
of  an  estimated  cost  of 
$1,400,000 

contract 

u/iT/61 

840,000 

840,000 

25,200 

8l4,800 

32,010 

2.75 

60  semiannual  beginning 
November  17,  1962 

nentral  de  Beserva  de 
t1  Salvador 

(Bepiibllc  of  El  Salvador) 
PiibUc  entity 

6 

Financing  the  esqjansion 
and  improvement  of  potable 
vater  and  severage  system 
in  3^  towns  of  an  esti- 
mated cost  of  $3,830,000 

10/12/61 

contract 

signed 

U/17/61 

U.S.  Dollars  (local  costs  $1,200,000) 

2,700,000 

3,701 

2,696,299 

81,000 

2,615,299 

124,177 

2.75 

60  semiannual  beginning 
November  17,  1962 

de  Vivienda  Urbana 
(BeHiMic  of  El  Salvador) 
PiitUc  entity 

27 

Construction  of  housing 
for  families  of  low-income 
of  an  estimated  cost  of 

$11,300,000 

3/29/62 

contract 

6/7/62 

U.S.  Dollars  (local  costs  $3,960,000) 

6,100,000 

l,57>t-,326 

4,525,674 

61,000 

4,464,674 

101,518 

1.25 

59  semiannual  beginning 
June  7,  1963 

Nacional  de 

Anieductos  V Alcantarlllados 
(Republic  of  El  Salvador) 
Public  entity 

90 

Financing  the  construction, 
iB5>rovement  and  expansion 
of  water  supply  and  sewer- 
age systems  and  related 
sanitary  works  In  over  100 
towns  of  an  estimated  cost 
of  $6,410,000 

10/1/64 

U.S.  Dollars  (local  costs  $2,000,000) 

4,400,000  2/ 

4,400,000 

2.75 

51  semiannual  beginning 
12  months  after  date  of 
contract 

Total  loans  to  El 

Salvador 

U.S.  Dollars 

i6.o4o.ooo 

6.878.027 

9.161,973 

16?\^ 

8.974.773 

~T^f.531 

Banco  de  Guatemala 
Public  entity' 

21 

Financing  of  approximately 
82  water  supply  and  sewer- 
age systems  of  an  esti- 
mated  cost  of  $5,150,000 

3/8/62 

contract 

signed 

8/3/62 

U.S.  Dollars  (local  costs  $1,500,000) 

3,500,000 

2,260,245 

1,239,755 

20,000 

1,219,755 

16,592 

2.75 

Sacco  de  Guatemala 
Public  entity 

39 

Financing  of  housing  for 
low- income  families  of  an 
estimated  cost  of 
$10,7^0,000 

8/2/62 

contract 

simed 

10/1/62 

U.S.  Dollars  (local  costs  $4,800,000) 

' 5,300,000 

5,198,563 

101,437 

i,t^37 

100,000 

1,069 

1.25 

Bewblic  of  Guatemala 
Public  entitv 

58 

Financing  a rural  credit 
program  for  low-income 
farmers  of  an  estimated 
cost  of  $3,500,000 

s/ih/63 

contract 

signed 

107i*/63 

U.S.  Dollars  (local  costs  $2,200,000) 

2,500,000 

2,250,000 

250,000 

12,500 

237,500 

1,753 

1.25 

Institute  de  rooer.to  Municipal 
(RerwbUc  of  Guatemala) 

PnbUc  entitv 

100 

Financing  the  expansion 
and  ingsrovement  of  potable 
water  and  sewerage  system 
of  an  estimated  cost  of 
i4.S30.000 

12/24/64 

U.S.  Dollars  (local  costs  $920,000) 

3,020,000  2/ 

3,020,000 

33.937 

2.75 

Total  loans  to  Guatemala 

U.S.  Dollars 

14. 320.000 

1.591.192 

22  anual  berinnii.  • 
August  3,  IVC3 


2T  annual  beginninc 
October  1,  I963 


49  semiannual  beginning 
October  4,  1964 


49  semiannual  beginning 
12  months  after  date  of 
contract 
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KTER-AMERIOAN  DEVELOMENT  BAMK  - bOCIAL  PRCX3RESS  OKJST  FUHD 
Statement  of  Aiproved  Loans 
December  31,  1961* 


Country'  and  Obligor 
|c,«rantor  in  Parenthesis) 

Number 

Purpose 

Bate 

Approved 

J Nacinnal  de  Fomento 

Oentrai  de  Honduras) 
a.bUc  entity 

42 

Financing  a program  of 
rural  credit  of  an  esti- 
mated cost  of  $3,575,000 

8/30/62 

contract 

12^/62 

U.s.  Dollars  (local  costs  $1,950,000) 

T„=Htuto  de  la  Vlvlenda 
- rvpi.hllc  01  Honduras) 
pnMte  entity 

48 

Financing  construction  of 
housing  for  low-income 
families  of  an  estimated 
cost  of  $1,469,000 

12/6/62 

contract 

5/7/63 

U.S.  Dollars  (local  costs  $800,000) 

Aut6nomo  Nacional  de 
i...,pd.ictos  V AlcantarlUados 
fBemibllc  of  Honduras) 

Pnhlic  entity 

60 

Financing  the  improvement 
of  the  water  supply  system 
in  the  city  of  Tegucigalpa 
of  an  estimated  cost  of 
$2,700,000 

3/7/63 

contract 

signed 

4/8/63 

U.S.  Dollars 

of  Honduras 
Public  entity 

71 

Construction  and  improve- 
ment of  feeder  roads  in  the 
Sula  Valley  of  an  estimated 
cost  of  $2,087,000 

12/31/63 

contract 

signed 

6/30/64 

U.S.  Dollars  (local  costs  $290,000) 

<;prvic3o  Autdnomo  Nacional  de 
\cueductos  Y Alcantarillados 
(Republic  of  Honduras) 

Public  entity 

95 

Financing  the  improvement 
and  expansion  of  water 
supply  systems  of  six 
cities  of  an  estimated 
cost  of  $500,000 

10/8/64 

contract 

siroed 

10/23/64 

U.S.  Dollars  (local  costs  $100,000) 

Total  loans  to  Honduras 

U.S.  Dollars 

Amount  Undlsbursed 

Approved  Balance 


Status  of  Loans  

Disbursed  Repaid  Outstanding 


Income 

Collected 


Repayment  Terms 
Principal  Installments 


2,500,000  l,2ltO,5Tl*  1,259,1126  25,000 


1,234, U26  20,083 


40  semiannual  beginning 
November  30,  1963 


344,763  2,070  1.25 


54  semiannual  beginning 
May  7,  1964 


2,150,000  2,070,700  79,300  10,000 


69,300  1,057  2.75 


49  semiannual  beginning 
April  8,  1964 


1,585,000  2/  1,585,000 


39  semiannual  becinni  .g 
July  1,  1965 


400,000  2/  400,000 


2,75  49  semiannual  bet'inning 

October  23,  1965 


5.941.511  1.693,489 


- 


I1.TER-A1<ERICAII  DEVELOPMEHT  BAIIK  - SOCIAL  PPOGRESS  TRUST  TOirD 
Statement  of  ;^pro-/ed  Loans 
December  31,  1964 
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Status  of  Loans 


Income  Interest  Repayment  Iterms 

Collected  ^ Principal  Installments 


w.rjftTiAl  Financiera.  S.A. 
PiibUc  entity 

2k 

Water  supply  service  for 
12  cities  In  the  State  of 
Yucatdn  of  an  estimated 
cost  of  $15,280,000 

3/15/62 

contract 

signed 

6/15/62 

U.s.  Dollars  (local  costs  $7,7^0,000) 

9,200,000 

7,550,765 

1,649,235  ■ 

50,000 

1,599,235 

37,862 

2.75 

4 annual  and  32  semi- 
annual beginning 
June  15,  1964 

varlonal  nnanclera.  S.A. 
/tfnlted  States  of  Mexico^ 
PubUc  entity 

32 

Improved  use  of  farm  lands 
of  an  estimated  cost  of 
$2,448,000 

4/19/62 

contract 

signed 

6/15/62 

U.S.  Dollars  (local  costs  $1,000,000) 

1,000,000 

733,445 

266,555 

12,500 

254,055 

3,343 

1.25 

4 annual  and  32  semi- 
annual beginning 
June  15,  1964 

jnRtltuto  Mexlcano  de  Inveetlaa- 
rtones  Ttecnoldeicas.  A.G. 
fSaclonal  Financiera.  S.A.) 
PlibUc  entity 

33 

To  acquire  technological 
equipment  for  experimen- 
tation and  laboratory 
equipment  of  an  estimated 
cost  of  $400,000 

4/19/62 

contract 

signed 

8/30/62 

U.S.  Dollars 

4oo,coo 

70,065 

329,935 

42,500 

287,435 

1,908 

1.25 

29  semiannual  beginning 
August  31,  1963 

Naclonal  Financiers.  S.A. 
f United  States  of  Mexico) 
Public  entity 

53 

Financing  the  improved  use 
of  land  in  the  Lerma- 
Chapala-Santiago  Valley  of 
an  estimated  cost  of 
$6,000,000 

12/28/62 

contract 

signed 

6/6/63 

U.S,  Dollars  (local  costs  $458,000) 

3,000,000 

2,900,000 

100,000 

38.000 

62,000 

1,146 

1.25 

4 annual  and  32  semi- 
annual beginning 
June  6,  1964 

Nacional  Financiera.  S.A. 
fGovemment  of  Mexico) 
Public  entity 

63 

Financing  the  colonization 
and  in^jroved  land  use  of 
the  El  Limdn  zone  of 
Tabasco  of  an  estimated 
cost  of  $10,229,507 

6/20/63 

contract 

9/19/63 

U.S.  Dollars  (local  costs  $4,700,000) 

5,000,000  2/ 

5,000,000 

1.25 

49  semiannual  beginning 
September  I9,  1964 

Ilacional  Financiera.  S.A. 
fGovemment  of  Mexico) 
Public  entity 

65 

Housing  for  low-income 
families  of  an  estimated 
cost  of  $60,000,000 

8/27/63 

contract 

2/28/64 

U.S.  Dollars  (local  costs  $10,000,000) 

10,000,000 

8,500,000 

1,500,000 

1,500,000 

1.25 

59  semiannual  beginninc 
March  1,  I965 

Hacional  Financiera.  S.A. 
(Government  of  Mexico) 
Public  entity 

70 

Financing  a national 
agricultural  center  In 
Chapingo  of  an  estimated 
cost  of  $9,426,000 

12/31/63 

contract 

4/15/64 

U.S.  Dollars  (local  costs  $1,550,000) 

2,100,000  2/ 

2,100,000 

1.25 

39  semiannual  beginning 
April  15,  1965 

Total  loans  to  Mexico 

U.S.  Dollars 

30.700.000 

3.845.725 

T43.OQO 

3.702.725 

44.259 

TABLE  III 
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Country  and  Obligor 
[nuAr&ntor  in  Parenthesis) 


Tnstltuto  Nlcaraguense  de  la 
Vlvlenda 


niTER-AtiERICAII  DEVELOPMEI'T  BAIIK  - SOCIAL  PROGRESS  IRUST  lUIlD 
Statement  of  Approved  Loans 
December  31,  196U 


Construction  of  housing 
for  families  of  low- 
income  of  an  estimated 
cost  of  $7,789,000 


Ttanpo  Nacional  de  Nicaragua 
Public  entity 

36 

Rural  credit  for  farmers 
of  lov-income  of  an  esti- 
mated eost  of  $4,033,000 

Republic  of  Honduras 

64 

Financing  studies  of  the 

Public  entity 

sewerage  system  of  the 
city  of  Managua  of  an  esti- 
mated cost  of  $235,000 

Institute  Nicaraguense  de  la 

102 

Financing  housing  for 

Vlyienda 

families  of  low-income  of 

(Republic  of  Nicaragua) 

an  estimated  cost  of 

Public  entity 

$10,162,000 

Total  loans  to  Nicaragua 


contract 

9/20/62 


contract 

9/27/63 


I2/31/6U  U.S.  Dollars  (local  costs  $U, 280,000) 


U.S.  Dollars 


Status  of  Loans 


Income  Interest 


Disbursed  Repaid  Outstanding  Collected 


3/29/62  U.S.  Dollars  (local  costs  $U,U00,000)  5 200  1 

ortn+.-rfint-.  ^ 


100,000  5,100,000 


185,000  2/  185,000 

5,250,000  2/  5,250,000 

T.i6^.269  5.97I.T31 


72.000  5.899.731  84.341 


U9  semiannual  beginning 
12  months  after  date  of 
contract 


■Ai;AiiA 


Institute  de  Vivienda  v Urbanismo 
(Republic  of  Panama) 

Public  entity 

1 Financing  housing  for 

persons  of  low-income  of 
an  estimated  cost  of 

$10,444,917 

8/3/61 

contract 

8/22/61 

U.S.  Dollars  (local  costs  $6,400,000) 

7,600,000 

105,325 

7,‘*9'*,675 

190,000 

7,304,675 

209,617 

1.25 

InstitutD  de  Acueductos  v Alcantari- 
llados  Hacionales 
(Republic  of  Panama) 

Public  entity 

35  Financing  of  water  supply 

systems  for  7 cities  of 
an  estimated  cost  of 

$3,835,000 

5/31/62 

contract 

6/14/62 

U.S.  Dollars  (local  costs  $729,000) 

2,762,000 

1,161,181 

1,600,819 

27,620 

1,573,199 

50,081 

2.75 

Total  loans  to  Panama 

U.S.  Dollars 

10.362.000 

1.266.506 

9.095.494 

217.620 

8.877,874 

259.69'^ 

26  annual  beginning 
September  1,  1962 


27  annual  berinnin. 
Juno  Ik,  1963 


’ARACUAY 

Banco  Nacional  de  Fomento 
(Republic  of  Paraguay) 
Public  entity 


1+9  Financing  agricultural 
credit  for  low-income 
farmers,  improved  land 
use  and  development  of 
agricultural  marketing 
facilities  of  an  esti- 
mated cost  of 

$^,338,000 


Republic  of  Paraguay 
Public  entity 


98  Financing  housing  for  low 
income  families  of  an 
estimated  cost  of 
$6,022,000 


12/20/62 

contract 


U.S.  Dollars  (local  costs  $255,000) 


2,300,606 


9/10/64  U.S.  Dollars  (local  costs  $2,555,000)  3,'*00,000  2/  3,1*00,000 

contract 


■J.S.  Dollars  6, 300,000 


599,39^^ 


579,394  2,300  1.25 


40  semiannual  beginriinj; 
February  1,  1964 


1.25 


59  semiannual  b«inning 
December  1,  I965 


Total  loans  to  Paraguay 


5.700.606  599.394 


579.391* 


IlITER-AMERICAIJ  DEVELORIEtlT  BAIIK  - SOCIAL  PROGRESS  OPUST  RniD 
Statement  of  Approved  Leans 
December  31,  l^Sk 
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Country  and  Obligor 
(Guarantor  in  Parenthesis ) 

Loan 

Purpose 

Date 

Approved 

Currencies 

Amount 

Approved 

Undisbursed 

Status  of  Loaiij 

Income 

Interest 

Repayment  Terms 

RpDublic  of  Peru 
Public  entity 

7 

Financing  a program  of 
housing  for  families  of  low- 
income,  to  be  administered 
by  the  Junta  Nacional  de  la 
Vivienda,  of  an  estimated 
cost  of  $1»8,700,000 

10/19/61 

■ contract 
signed 
ll/2l*/6l 

U.S.  Dollars  (local  costs  $15,700,000) 

22,800,000 

7,870,208 

14,929,792 

342,000 

14,587,792 

364,967 

1.25 

Principal  Installments 

20  annual  beginning 
November  23,  I962 

Gnonerativa  de  Cr^ito  Central 
del  Pen5 

( Government  of  Peru) 

Private  entity 

8 

Small  loans  to  finance 
housing,  inqjroved  land 
use,  potable  water  and 
sanitation  of  an  esti- 
mated cost  of 
$2,000,000 

10/19/61 

contract 

io%r/6i 

U.S.  Dollars  (local  costs  $1,000,000) 

1,000,000 

46,000 

954,000 

100,000 

854,000 

31,225 

1.25 

21  annual  beginning 
October  27,  I962 

Asociacitfn  Mutual  de  Cr^dito 
nara  la  Vivienda  "El  Pueblo" 
(Government  of  Peru) 

Private  entity 

25 

Construction  of  housing  for 
families  of  low-income  of 
an  estimated  cost  of 

$2,069,200 

i/^3/62 

contract 

5/1/fe 

U.S.  Dollars  (local  costs  $800,000) 

1,000,000 

1,000,000 

37,500 

962,500 

25,068 

1.25 

21  annual  beginning 
May  1,  1963 

IMiversidad  Nacional  Mayor  de 
San  Marcos 
(ReBublic  of  Peru) 

Public  entity 

U6 

Financing  the  installation 
of  a Department  for  Basic 
Sciences  of  an  estimated 
cost  of  $3,002,000 

11/15/62 

contract 

12^7/62 

U.S.  Dollars 

1,500,000 

1,445,000 

55,000 

5,689 

49,311 

633 

1.25 

29  semiannual  beginning 
November  17,  I963 

Renublic  of  Peru 
Public  entity 

T5 

Installation  of  potable 
water  systems  for  150  rural 
towns  of  an  estimated  cost 
of  $3,100,000 

3/19/64 

contract 

signed 

3/24/64 

U.S.  Dollars  (local  costs  $1,150,000) 

1,650,000 

1,491,200 

158,800 

158,800 

2.75 

59  semiannual  beginning 
March  24,  1965 

Universidad  Airraria 
Public  entity 

76 

Financing  the  up  dating  of 
study  programs  and  the  ex- 
pansion of  facilities  of  an 
estimated  cost  of  $8,700,000 

4/30/64 

contract 

5/!/64 

U.S.  Dollars  (local  costs  $1,104,000) 

2,000,000 

1,985,750 

14,250 

14,250 

1.25 

39  semiannual  1.0  inninr 
May  1,  1965 

Republic  of  Peru 
Public  entity 

92 

Financing  construction  of 
seven  related  irrigation 
projects  together  with 
access  roads  in  the  sierra 
region  of  an  estimated  cost 

of  $5,500,000 

10/8/64 

contract 

11^/64 

U.S.  Dollars  (local  costs  $2,500,000) 

3,500,000  2/ 

3,500,000 

1.25 

49  semiannual  l.o  inning 
Ilovember  6,  1965 

Universidad  Nacional  de 
Ingenieria 
(Republic  of  Peru) 
Public  entity 

9k 

Financing  tmiversity  improve- 
ment and  expansion  of  an 
estimated  cost  of  $9,158,000 

10/8/64 

contract 

11^/65 

U.S.  Dollars 

2,500,000  2/ 

2,500,000 

1.25 

39  semiannual  beginning 
Ilovember  5,  19^5 

16.838.158  17.111.842  485.189  16.626. 653  423.365 


Total  loans  to  Peru 


U.S.  Dollars 


35.950.000 


1-864  0 - 65  (Face  p.  462)  No.  37 
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IWTER-AMERICAN  DEVELOIMENT  BAMK  - SOCIAL  PROGRESS  TRUST  KJNL 
Statement  of  Approved  Loans 
December  31,  I96U 


Country  and  Obligor 
(Guarantor  in  Parenthesis') 

Number 

Purpose 

Date 

RUGUtff 

Gobiemo  del  Denartamento  de 
Montevideo 
Public  entity 

15 

Financing  of  sanitation 
vorks  of  an  estimated 
cost  of  $12,000,000 

12/7/61  U.S.  Dollars  (local  costs  $2,325,000) 
contract  r , 
signed 

5/21/63 

Undisbursed 


Disbursed 


Outstanding 


Collected 


Repayment  Terms 
Principal  instaiirn^ntg 


Ul  semiannual  beginning 
May  22,  196»f 


Republic  of  Uruguay 
Public  entity 


43  Construction  of  housing 
for  lov-lncome  families 
of  an  estimated  cost  of 

$15,301,125 


9/20/62 

contract 


U.S.  Dollars  (local  costs  $7,6c»,000) 


8,000,000  2/ 


1.23  51  semiannual  beginning 

May  18,  1964 


Total  loans  to  Uruguay 


U.S.  Dollars 


10.500.000  10.500.000 


Banco  Obrero  de  Venezuela 
(Government  of  Venezuela) 
Public  entity 

2 

Financing  of  rural  housing 
for  persons  of  low- Income 
through  self-help  system  of 
an  estimated  cost  of 
$115,950,000 

8/3/61 

contract 

signed 

11/15/61 

U.S.  Dollars  (local  costs  $12,000,000) 

12,000,000 

1,003,042 

10,996,958 

1,044,000 

9,952,958 

210,791 

1.25 

4o  semiannual  beginning 
May  15,  1962 

Republic  of  Venezuela 
Public  entity 

l4 

Financing  of  potable  water 
systems  for  330  tewns  of 
an  estimated  cost  of 
$20,000,000 

12/7/61 

contract 

5/3/fe 

U.S.  Dollars  (local  costs  $2,000,000) 

10,000,000 

118 

9,999,882 

394,000 

9,605,882 

375,081 

2.75 

39  semiannual  beginning 
April  30,  1963 

Institute  Nacional  de  Obras 
Sanitarias 

(Government  of  Venezuela) 
PubUc  entity 

16 

Financing  of  potable  water 
system  for  55  tovns  of  an 
estimated  cost  of 
$21,000,000 

12/14/61 

contract 

signed 

5/3/62 

U.S.  Dollars 

10,000,000 

1,162,497 

8,837,503 

160,000 

8,677,503 

376,505 

2.75 

20  annual  beginning 
April  30,  1963 

Banco  Obrero  de  Venezuela 
(Government  of  Venezuela) 
Public  entity 

29 

Construction  of  housing 
for  families  of  low-in- 
come of  an  estimated  cost 
of  $14,925,000 

3/29/62 

contract 

signed 

6/8/62 

U.S.  Dollars  (local  costs  $9,500,000) 

10,000,000 

8,585,266 

1,4i4,734 

100,000 

1,314,734 

34,916 

1.25 

22  annual  beginning 
June  8,  1963 

Tnstltuto  AflTario  Nacional 
(Government  of  Venezuela) 
Public  entity 

44 

Financing  a program  of 
consolidation  of  rural 
settlements  of  an  esti- 
mated cost  of  $80,078,580 

11/8/62 

contract 

aimed 

12/19/62 

U.S.  Dollars  (local  costs  $9,900,000) 

10,000,000 

9,684,623 

315,377 

150,000 

165,377 

6,903 

1.25 

39  semiannual  beginning 
December  19,  19^3 

Universidad  de  Orlente 
de  Venezuela 

62 

Financing  the  development 
of  basic  science  and 

4/18/63 

contract 

U.S.  Dollars 

1,000,000 

865,108 

134,892 

10,000 

124,892 

932 

1.25 

29  semiannual  beginning 
October  17,  1964 

Public  entity 

coBt  Of  |2,400,000 

10^^63 

Republic  of  Venezuela 
Public  entity 

99 

Financing  of  potable  water 
system  for  3OO  towns  of  an 

12/24/64 

U.S.  Dollars  (local  costs  $2,000,000) 

10,000,000  2/ 

10,000,000 

2.75 

39  semiannual  beginning 
12  months  after  date  of 
contract . 

estimated  cost  of 
$20,000,000 


Total  loans  to  Venezuela  U.S.  Dollars 


6^.000.000  31.300.65‘>  31.699. 3*<6 
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IWTER-AMERICAK  DEVELOHffiNT  BANK  - SOCIAL  PROGRESS  TRUST  RJNI) 
Statement  of  Approved  Loans 
December  31,  196U 


Country  and  Obligor 
(Guarantor  in  Parenthesis) 

Number 

Date 

Approved  Currencies 

Amount 

Approved 

Undisbursed 

Status  of  Loans 

Disbursed  Repaid  Outstanding 

Collected 

Repayment  Terms 
Principal  Installments 

Central  American  Countries- 
Universities  of  Costa  Rica. 
Guatemala.  El  Salvador.  Honduras 
and  Nicarairua 
(Government  of  Costa  Rica. 
Guatemala.  El  Salvador.  Honduras 
and  Nlcara^a) 

Putnc  entity 

50 

Financing  a program  of 
development  of  Basic 
Sciences  of  an  estimated 
cost  of  $10,833,000 

12/20/62  U.  S.  Dollars  (local  consts  $40T,000) 

contract 

signed 

6/17/63 

2,925,000 

2.868,650 

56,350  363  55,987 

92 

1.25 

35  semiannual  beginning 
June  18,  1964 

Total  loans  to  the  Central  American  

Countries  - Universities  U.S.  Dollars  2,923,000  2,868,630 


U.S,  Dollars 


It  50.0^5. 000  294, 5^.811  It  ^ 155,it90,15o~  It  ,648.047  150.84g.109 


]J  In  addition  to  the  interest  rate  shown,  all  loans  have  a service  charge  of  O.T5^  per  annum. 

2/  All  of  the  loans  have  been  approved  by  the  Bank  as  Administrator  of  the  Trust  Pond,  but  certain  loans  have  not  become  effective  and  disbursements 
thereunder  will  not  begin  until  the  borrower  and  guarantor,  if  any,  take  certain  action  and  furnished  certain  documents  to  the  Bank. 

^ Of  the  undisbursed  balance  of  loans  held  by  the  Bank,  the  Bank  has  entered  into  irrevocable 
commitments  to  disburse  $1,189,643. 

4/  Expressed  in  U.S.  Dollars  or  Dollar  equivalent. 
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Mr.  Passman.  With  an  interest  rate  of 

Mr.  Killefer.  Three  to  four  percent. 

Mr.  Passman.  I believe  you  said  in  your  statement  2%  to  3^,  did 
you  not?  I am  just  trying  to  reconcile  it — that  is  the  Social  Progress 
Trust  Fund,  I believe. 

Mr.  Killefer.  Generally,  3 to  4 percent,  including  three- fourths  of 
1 percent  service  charge  in  dollars. 

COST  OF  ANNUAL  BOARD  OF  GOVERNORS  IVIEETING 

Mr.  Passman.  Last  year  you  indicated  that  the  proposed  budget 
for  the  Board  of  Directors — “clambake” ; I like  to  humorously  refer  to 
it  as  that — we  will  be  polite  this  time  and  say  annual  meeting — was 
estimated  to  be  $195,000.  What  did  you  allocate  to  it? 

Mr.  Killefer.  Do  you  mean  what  were  the  actual  expenses  of  the 
annual  meeting  last  year  ? 

Mr.  Passman.  Yes. 

Mr.  Killefer.  The  budget  as  you  say,  Mr.  Chairman,  was  $186,000 
and  the  actual  cost 

Mr.  Passman.  A hundred  and  how  much,  sir  ? 

Mr.  Killefer.  $195,000. 

Mr.  Passman.  And  the  actual  cost  ? 

Mr.  Killefer.  $160,305. 

Mr.  Passman.  What  is  the  budget  for  the  annual  meeting  this  year  ? 

^ir.  Killefer.  $287,000. 

Mr.  Passman.  $287,000  ? 

Mr.  Killefer.  Yes. 

Mr.  Passman.  And  your  purpose  is  to  give  away — or  let’s  say 
“loan”  money.  Why  is  it  necessary  to  spend  that  much  money  in  a 
week  to  have  this  kind  of  a meeting  when  the  purpose  is  to  make  these 
loans  to  these  underdeveloped  countries.  Surely  there  must  be  a 
cheaper  way  of  doing  it  ? 

Mr.  Killefer.  I don’t  think  there  could  be,  and  to  have  the  meeting 
achieve  what  it  is  intended  to  achieve,  and  which  it  has  achieved. 

Mr.  Passman.  Is  it  a week-long  meeting? 

PURPOSE  OF  annual  BOARD  OF  GOVERNORS  MEETING 

Mr.  Killefer.  This  annual  meeting  of  the  Board  of  Governors — 
again,  these  are  the  Secretaries  of  the  Treasury  and  of  Finance  of  the 
coimtries,  including  our  own.  This  annual  meeting  is  to  set  up  in 
the  charter  of  the  Bank  and  it  meets  in  one  of  the  coimtries  to  con- 
sider the  Bank’s  operations  and  to  review  the  annual  report. 

These  meetings  have  come  to  be,  as  have  those  of  the  World  Bank, 
a focal  point  for  the  review  of  national  and  international  development 
financing  throughout  the  region  of  Latin  America. 

Yow,  they  range  beyond  just  normal  housekeeping  functions  of  the 
Bank.  These  meetings  are  attended,  in  addition  to  the  official  people, 
by  very  senior  members  of  the  investment  banking  and  commercial 
banking  houses  in  the  best  banks  of  the  Western  World ; not  j List  the 
United  States,  but  Europe,  J apan,  and  Canada. 

Mr.  Passman.  Why  did  they  go  there  ? 
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Mr.  Killefer.  Because  these  meetings  have  become  a recognized 
fomm  for  responsible  financial  thinking.  This  year  there  will  be,  for 
instance,  Mr.  Chairman,  2 days  of  roundtable  discussion  on  education 
in  Latin  America : What  kinds  of  things  are  you  trying  to  do  in  educa- 
tion? Are  you  trying  to  make  more  lawyers  in  Latin  America?  No. 
You  are  probably  trying  to  educate  more  technical  people  who  can  fix 
electronic  devices,  superintend  in  factories,  et  cetera. 

Mr.  Passman.  Do  you  people  discuss  those  things  at  a banking 
meeting  of  this  type  ? 

Mr.  Killefer.  We  certainly  do,  because  I would  say  qualified  per- 
sonnel in  these  countries  is  one  of  the  most  important  lacks  in  Latin 
America  at  this  time.  These  meetmgs  of  private  and  government 
financial  people  in  one  place  at  one  time  serve  really  as  an  opportunity 
for  exchanges  of  views.  Even  more  than  that,  they  constitute  a market- 
place for  the  financial  interests  of  Latin  America. 

We  think  these  annual  meetings  are  good  and  they  are  well  at- 
tended. 

Mr.  Passman.  They  should  be  with  this  much  money  made  available 
for  expenditure. 

Mr.  Killefer.  The  Bank  does  not  pay  the  travel  or  subsistence  of 
those  people. 

Mr.  Passman.  WTliy  do  you  need  an  appropriation  for  it  then,  if  the 
bankers  themselves  pay  for  their  expenses?  You  are  making  an  allo- 
cation out  of  this  money  for  that,  are  you  not  ? You  want  $287,000  ? 

Mr.  Killefer.  No,  sir;  the  cost  of  the  meeting  is  budgeted  at  $287,- 
000  this  year. 

Mr.  Passman.  "\Yliat  do  you  spend  it  for  if  these  people  pay  their 
own  expenses  ? 

Mr.  Killefer.  Primarily  for  travel  of  the  people  who  are  in  the 
Bank  and  the  Secretariat  of  the  Bank  who  do  all  of  the  work,  the 
translating  people,  et  cetera,  and  the  setting  up  of  translating  equip- 
ment as  well  as  the  hiring  of  machinery  which  is  normally  required  in 
an  international  meeting  of  this  kind. 

I might  point  out,  Mr.  Chairman,  that  compared  with  other  mter- 
national  meetings,  these  are  relatively  inexpensive. 

Mr.  Passman.  I should  think  so,  when  you  have  billions  of  dollars 
playing  around  in  foreign  aid.  I will  have  to  agree.  Nevertheless, 
to  me  this  is  still  a lot  of  money  and  I want  to  commend  you  on  one 
thing.  Your  representation  allowance  has  gone  down.  I think  we 
established  3 years  ago  that  even  before  you  made  a single  loan  or 
collected  1 penny  of  interest,  at  your  meeting  you  spent  $136,000.  This 
was  in  the  hearings  of  1963  and  there  was  mentioned  an  amount  of 
$201,000  and  you  had  a representation  allowance  of  $15,617. 

Wliat  will  be  your  pure  representation  allowance  out  of  this  sub- 
stantially increased  budget  for  next  year  ? 

Mr.  Killefer.  I do  not  have  a breakdown  but  the  primary  increase, 
Mr.  Chairman,  is  the  cost  of  transportation  because  this  meeting  is 
being  held  in  Asuncion,  the  capital  of  Paraguay  in  the  southern  part, 
of  South  America. 

COST  OF  ANNUAL  MEETINGS  OF  OTHER  INTERNATIONAL  LENDING  AGENCIES 

Mr.  Passman.  Mr.  Killefer,  you  have  the  Alliance  for  Progress  loan- 
and-grant  program  going  and,  of  course,  the  Export-Import  Bank  is 
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operating  in  that  section  of  the  world.  All  of  these  countries  are  eligi- 
ble for  loans  from  IDA.  They  are  also  eligible  for  loans  from  the 
World  Bank.  Could  you  tell  us  whether  or  not  this  expense  is  in  addi- 
tion to  what  these  other  organizations  also  spend  or  whether  it  is  the 
same  ? lYhat  is  the  total  cost  of  this  type  of  meeting  to  the  American 
taxpayer  for  all  of  the  other  15  spigots  I have  mentioned  ? Could  we 
get  that  some  way  ? 

Mr.  Killefer.  As  Director  of  the  Inter- American  Bank,  I can  give 
you  our  figures. 

Mr.  Passmaxt.  I know,  but  if  you  could  not  give  us  this  other  in- 
formation, we  will  not  press  you. 

Can  you  help  us,  Mr.  Secretary  ? 

Mr.  Betts.  I will  try  to  help. 

Mr.  Passman.  Compared  to  what  others  are  doing,  this  may  be  a 
rather  conservative  figure,  and  we  may  find  some  reason  for  compli- 
menting you  later  for  doing  such  a good  job,  but  I would  like  to  find 
out  all  about  what  the  other  banks  are  doing. 

(The  information  follows :) 

“Purpose  axd  Costs  of  the  Annual  Meetings  of  the  International  Monetary 

Fund  and  International  Bank  for  Reconstruction  and  Development 

“The  articles  of  agreement  of  the  International  Monetary  Fund  (IMF)  and 
the  International  Bank  for  Reconstruction  and  Development  (IBRDK  to  which 
the  United  States  is  a signatory,  require  that  the  Boards  of  Governors  of  these 
institutions  hold  an  annual  meeting.  All  the  powers  of  the  IMF  and  IBRD 
are  vested  in  their  respective  Boards  of  Governors  consisting  of  a Governor 
appointed  by  each  member  government  (article  XII,  section  2(a)  of  IMF  arti- 
cles; article  V,  section  2(a)  of  IBRD  articles).  The  Boards  of  Governors  rep- 
resent the  102-member  countries  of  the  two  institutions ; Governors  are  usually 
either  the  Secretary  of  the  Treasury,  Minister  of  Finance,  or  governor  of  the 
central  bank  of  a member  country.  In  the  case  of  the  United  States,  the  Secre- 
tary of  the  Treasury  is  the  U.S.  Governor  and  the  Under  Secretary  of  State  is 
the  U.S.  Alternate  Governor.  The  annual  meetings  of  these  institutions  are  the 
most  important  single  set  of  yearly  official  gatherings  in  the  fields  of  inter- 
national monetary  matters  and  international  development  finance. 

“The  major  purpose  of  these  meetings  is  to  transact,  in  accordance  with  their 
charters,  the  business  of  the  institutions  involved,  including  the  review  of  poli- 
cies and  operations  of  the  past  year,  consideration  and  approval  of  major  new 
policies,  and  approval  of  financial  statements  and  budgets.  The  Board  of  Gov- 
ernors is  the  senior  policy  body  of  each  institution. 

“The  meetings  serve  other  important  purposes  such  as  (1)  to  bring  together, 
as  happens  at  no  other  time,  the  Secretaries  of  the  Treasury,  Ministers  of 
Finance  and  central  bank  governors  of  virtually  every  nation  of  the  free  world, 
along  with  representatives  of  most  of  the  international  or  regional  institutions 
in  the  economic  field.  A forum  is  thus  provided  wherein  face-to-face  consulta- 
tions and  exchanges  of  views  cain  take  place;  and  (2)  to  provide  a platform 
from  which  authoritative  national  views  can  be  presented.  This  is  advan- 
tageous to  the  United  States,  since  the  world  financial  press  concentrates  very 
heavily  on  the  meetings,  and  therefore  the  statement  of  the  U.S.  Secretary  of 
the  Treasury  on  such  matters  as  the  balance  of  payments  and  the  state  of  the 
U.S.  economy  receives  the  widest  possible  public  dissemination.  U.S.  policy  is, 
at  the  same  time,  expressed  directly  to  the  policymakers  of  the  other  101-member 
countries. 

“The  administrative  budgets  for  IMF  and  IBRD  for  the  fiscal  year  1965  as 
published  in  the  annual  report  included  the  following  for  the  Board  of  Gover- 
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mors,  consisting  principally  of  the  cost  of  the  annual  meeting  held  in  Tokyo  in 
September  1964 : 

International  Monetary  Fund $674,  000 

International  Bank  for  Reconstruction  and  Development  and  affiliates.  987,  000 

“The  costs  vary  according  to  the  location  of  the  annual  meetings,  which  are 
Jaeld  for  2 consecutive  years  in  Washington  D.C.  (at  lower  cost),  with  the  third 
meeting  being  located  in  another  member  country.” 

Mr.  Killefer.  About  half  of  that  $287,000  for  the  meeting  this 
year  will  be  in  guaranis.  That  is  the  local  currency  of  Paraguay  and 
that  will  really  not  hurt  our  taxpayers. 

Mr.  Passman.  Not  at  this  time. 

Mr.  Killefer.  Or  any  time. 

Mr.  Passman.  That  is  a convertible  currency,  is  it  not  ? 

Mr.  Killefer.  All  currencies  are  convertible  at  some  rate  or  other. 

Mr.  Passman.  It  is  convertible  and  they  are  putting  up  $115,000  for 
this  meeting  and  if  it  has  no  effect  on  the  U.S.  taxpayer,  I do  not  know 
of  any  better  way  to  close  on  this  discussion.  I am  not  'being  sarcastic 
but  that  is  the  very  thing  I have  been  saying  all  of  the  time : that  all 
•currencies  are  convertible.  If  we  put  up  the  money  to  pay  for  what 
they  need,  that  relieves  them  to  use  their  currency  to  do  what  you  said 
they  are  going  to  do.  You  do  not  disagree,  I am  sure,  with  that 
statement  ? 

IMMEDIATE  NEED  FOR  ADDITIONAL  FUNDS 

I am  going  to  try  to  prevail  on  the  commitee  to  recommend  this 
supplemental  appropriation  but  in  the  event  it  did  not,  what  Tvould 
be  the  impact,  if  you  had  to  wait  until  fiscal  1966  ? 

Mr.  Killefer.  As  you  understand,  this  is  a bank  and  we  may  have 
a loan  application  sometimes  for  a year  and  a half  before  we  get  it  in 
condition  to  make  a loan  on  it;  you  cannot  turn  loan  applications 
•off  and  on  like  a faucet.  They  do  not  work  that  way. 

We  would  stop  accepting  applications.  We  would  continue  to  proc- 
ess applications  we  have  in  the  Bank  as  long  as  we  have  money  for 
them,  and  then  we  would  have  to  wait  until  such  time  as  the  Congress 
saw  fit  to  appropriate. 

Mr.  Passman.  You  said  a year  and  a half?  The  fact  is  you  could 
continue  to  receive  these  applications  and  do  your  analysis  of  them 
pending  an  appropriation  to  fund  them,  could  you  not? 

Mr.  Killefer.  No,  sir;  we  could  not  because  we  now  have  before 
our  Board  of  Directors  in  the  last  stages  before  approval,  $138  million 
worth  of  loans  that  are  just  about  to  come  before  our  Board.  I do  not 
know  that  those  will  all  be  approved.  Probably  they  will  not,  but 
that  is  more  than  the  availability  of,  roughly,  $100  million  which  we 
have  of  those  funds. 

Mr.  Passman.  You  could  do  your  analysis  of  the  application  could 
you  not?  We  do  it  all  the  time  with  agencies  here  in  America. 

Mr.  Killefer.  I do  not  know  of  any  bank,  Mr.  Chairman,  which 
would  accept  loan  applications 

Mr.  Passman.  I could  name  you  one. 

The  Small  Business  Administration.  The  Secretary  is  familiar  wfith 
that.  We  have  several  applications  in  Louisiana  that  SB  A received. 
They  processed  and  approved  them.  They  are  good  applications  but 
they  say,  “We  are  waiting  now  for  the  money,  and  as  soon  as  we  get 
the  money,  we  are  going  to  send  you  a check.'’ 
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Tliat  is  the  that  agency  operates. 

Mr.  Killefer."  You  have  been  in  the  banking  business,  Mr.  Passman^ 
a lot  longer  that  I have.  I do  not  believe  it  is  prudent  banking  to  com- 
mit until  you  have  the  funds. 

Mr.  Passmax.  I do  know  that  we  do  it  with  all  of  the  agencies  here. 
You  do  not  make  the  actual  commitment  but  you  can  do  your  research, 
can  you  not,  and  process  the  applications  ? 

You  do  not  know  until  you  have  processed  the  application  whether 
or  not  you  are  going  to  approve  or  disapprove  it  ? 

You  do  not  make  any  commitment  until  you  finish  processing  this 
application  and  getting  it  ready  for  being  either  turned  dovm  or  ap- 
proved, and  that  requires  about  a year  and  a half,  does  it  not? 

Mr.  Killefer.  That  does  not  seem  to  be  a very  businesslike  way  to  go 
about  it. 

Mr.  Passmax.  Let  us  keep  it  on  a business  basis  for  the  time  being,  or 
rather,  off  a business  basis,  for  the  time  being,  since  that  is  the  way  we 
operate. 

You  process  these  applications  and  after  about  a year  and  a half — 
that  is  the  figure  you  used — then  you  reach  the  point  as  to  whether  you 
are  either  going  to  approve  or  disapprove  them. 

Mr.  Killefer.  Some  take  a year  and  a half  and  some  take  possibly 
more  time,  and  some  take  much  less  time. 

FLIGHT  OF  CAPITAL 

Mr.  Passmax.  Both  sides  on  this  question  are  now  in  the  record  and 
this  makes  good  reading,  but  I should  ask  you  this  question  because  it 
is  one  thing  the  committee  is  interested  in.  What  about  the  flight  of 
capital  from  Latin  America.  Is  it  still  as  frightening  as  it  has  been  in 
the  past? 

Mr.  Killefer.  I think  to  the  extent  there  is  flight  of  capital  from 
Latin  America,  or  the  underdeveloped  areas  hi  Lathi  America — and 
Latin  America  is  generally  underdeveloped — it  is  a very  discouraging 
thing.  I think  a few  years  ago  tliei^e  was  a great  deal  of  talk  about 
that  in  the  newspapers,  but  it  is  hard  to  document  how  much  of  it 
actually  took  place.  That  was  an  important  consideration  but  I be- 
lieve now  with  the  increasing  stability  in  some  of  the  major  coun- 
tries— ^take  Mexico,  for  instance — that  tendency  has  been  greatly  de- 
creased. 

Mr.  Passmax.  You  know  it  has  not  been  eliminated  in  its  entirety, 
and  you  are  in  possession  of  certahi  facts.  I am  in  possession  of  cer- 
tain facts  and  it  was  indicated  by  my  question  and  your  verv^  humor- 
ous and  delayed  response.  But  let  us  postpone  our  exchange  on  this 
flight  of  capital  and  compare  statistics  when  you  come  in  for  your 
regular  appropriation.  Is  that  agreeable  with  you  ? 

Mr.  Killefer.  Yes,  sir. 

Mr.  Passmax.  Mrs.  Hansen  ? 

AXXIJAL  BOARD  OF  GOlURXORS  MEETIXGS 

Mrs.  Haxsex.  I have  one  question  relative  to  your  meetings.  I have 
many  industries  on  the  west  coast  who  are  interested  in  participathig^ 
in  exports  to  South  America  and  a part  of  their  problem  has  been  tlio 
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lack  of  banking  institutions  and  the  financial  stability  so  that  you 
could  process  loans  for  housing  and  so  on. 

In  the  realm  of  discussion  bankers  conduct,  is  it  not  possible  to 
review,  or  do  they  not  review,  what  facilities  may  be  placed  in  the 
structure  of  a nation  or  in  an  area  so  that  there  may  be  a freer  flow 
of  this  type  of  foreign  trade  ? 

Mr.  Killefer.  That  is  true,  Mrs.  Hansen.  A good  deal  of  busi- 
ness negotiation  is  conducted  by  American  mdustrial  people  and  bank- 
ers who  come  down  and  take  advantage  of  these  meetings  to  discuss 

Mrs  Hansen.  May  I pursue  that  question  a little  further? 

Do  our  recommendations  made  then  willingly  facilitate  the  im- 
plementation of  institutions  so  that  there  can  be  a better  conduct  of 
trade  and  a free  flow  of  our  exports  of  needed  material?  Take  the 
example  of  the  housing  industry.  If  we  are  going  to  use  aluminum 
in  some  areas,  which  I think  is  true,  is  there  that  possibility  ? 

Mr.  Killefer.  That  is  very  much  so. 

Mrs.  Hansen.  On  page  5 of  your  statement  I notice  you  say  these 
loans,  to  a large  extent,  have  been  made  for  development  institutions 
in  roadbuilding,  mining,  electric  power,  and  irrigation. 

SUPERVISION  OF  APPROVED  LOAN  PROJECTS 

What  supervision  of  these  programs  or  projects  is  there  ? Are  there 
American  engineers  or  engineers  of  international  reputation  there  in 
supervision  as  this  planning  is  conducted  ? 

Mr.  Killefer.  Yes;  there  are.  There  are  two  basic  methods  for 
handling  this,  as  used  by  the  Bank.  One,  the  Bank  has  on  its  staff  a 
very  able  group  of  engineers,  specialists  in  chemical  engineering,  elec- 
trical engineering,  et  cetera.  In  addition,  feasibility  and  market 
studies  go  ahead  of  financing  of  projects.  For  example,  such  as  a 
housing  development,  engineering  and  construction  firms  would  be 
called  in  on  a contract  basis  to  make  the  studies  and  to  have  engineers 
availaible. 

We  have  resident  engineers,  sometimes  from  our  own  staff  and  at 
other  times  employed  on  a contract  with  a U.S.  engineering  firm,  less 
frequently  with  a Latin  American  firm.  Usually  this  is  done  on  the 
basis  of  international  competitive  inquiry.  These  are  first-rate  en- 
gineers w'ho  do  not  just  go  down  and  look  over  the  project  and  then 
come  back,  but  stay  there  until  the  construction  of  the  project  and, 
in  some  cases  thereafter,  imtil  the  operations  are  seen  to  be  working 
successfully.  Then  we  still  have  spot  checks. 

The  enterprise  still  sends  quarterly  reports  to  the  Bank  all  through 
the  life  of  the  loan. 

APPROVAL  AND  ACCEPTANCE  OF  COMPLETED  PROJECTS 

Mrs.  HiVNSEN.  At  the  final  stages,  do  you  do  as  we  do  in  any  State 
contracts,  or  Federal  contracts,  have  a time  of  acceptance  when  the 
whole  project  is  reviewed  so  that  if  there  have  been  any  difficulties  or 
problems  relating  to  poor  materials,  et  cetera,  they  are  then  subject  to 
review  and  subject  either  to  approval  or  disapproval?^ 

Mr.  Killefer.  That  is  true.  The  way  it  is  worded  in  the  loan  con- 
tract, Mrs.  Hansen,  is  that  normally  this  has  to  be  done  to  the  satis- 
faction of  the  Bank.  Of  course,  the  contract  between  the  borrower 
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and  the  contractor  is  one  in  which  the  Bank  is  not  (hrectly  a party,  but 
as  the  construction  goes  along,  suppose  they  run  into  some  difficulty 
and  there  is  a dispute  between  the  two?  Final  acceptance  is  not  made 
until  it  is  acceptable  to  the  Bank. 

TRAINING  OF  LOCAL  NATIONALS 

Mrs.  Hansen.  When  you  were  conducting  these  roadbuilding  pro- 
grams, and  irrigation  projects,  and  so  on,  was  there  any  attempt  made 
to  train  the  engineers  in  these  areas  by  using  them  in  this  program 
with  a combination  of  work-training  programs  ? 

Mr.  Killefer.  That  is  a basic  part  of  it.  We  will  have  a portion  of 
the  loan  which  goes  for  precisely  that  purpose,  technical  training  of 
people  on  the  project. 

Mrs.  Hansen.  To  go  back  to  page  2,  I notice  $50  million  per  year 
in  foreign  currencies  is  mentioned.  T^at  is  the  worth  of  this  cur- 
rency ? 

Mr.  Killefer.  It  varies  tremendously.  In  some  countries,  the  local 
currency  is  exactly  equivalent  to  the  dollar.  In  Mexico,  the  peso  is  12.5 
to  the  dollar.  It  is  very  difficult  to  say.  This  is  a dollar  equivalent  of 
their  local  currency. 

Mrs.  Hansen.  That  is  what  I wanted  in  the  record.  Thank  you. 

Mr.  Cohelan  ? 

Mr.  Cohelan.  Thank  you.  Madam  Chairman. 

organization  of  the  bank 

My  first  question  is  related  to  the  structure  of  the  Bank.  I am  not 
clear  what  these  three  windows  are.  I am  interested  in  the  work  that 
is  being  done  in  that  part  of  the  world  and  I am  a warm  supporter  in 
the  principle  involved,  but  since  I am  now  going  to  be  a member  of 
this  committee,  I want  to  learn  as  much  as  I can  about  it. 

I am  really  asking  for  you  to  instruct  me. 

I am  going  to  follow  this  with  some  questions  that  relate  to  my 
knowledge  in  the  field,  but  I am  not  sure  I really  understand  the  func- 
tion of  the  Bank,  the  structure  of  the  Bank  and  how  it  works. 

ORDINARY  CAPITAL  OPERATION  wS 

Mr.  Killefer.  First,  Mr.  Cohelan,  most  of  the  Bank’s  own  re- 
sources are  loaned  on  conventional  terms,  more  like  the  World  Bank 
loans  with  a term  of,  let  us  say,  12  to  15  years,  and  our  interest  rate 
now  is  6 percent. 

We  obtain  the  funds  to  lend  by  issuing  our  own  bonds.  We  had  a 
bond  issue  in  Kew  York  recently  and  we  have  had  three  altogether 
since  1962  in  the  United  States. 

Mr.  Cohelan.  Are  these  debentures  to  raise  your  basic  capital  ? 

Mr.  Killefer.  These  are  bonds  to  raise  our  capital  for  lending.  We 
have  had  three  loans  in  Europe ; one  in  Italy,  one  in  Germany,  and  one 
in  Britain.  We  have  negotiations  now  underway 

Mr.  Cohelan.  Are  the  bondholders  sovereign  countries  ? 

Mr.  Killefer.  Ko,  sir;  the  bondholders  are  generally  private  in- 
stitutional investors,  primarily  in  the  United  States.  They  have  been 
pension  trusts,  for  instance,  the  State  of  California,  insurance  com- 
panies, and  institutional  investors  primarily. 


470 


Mr.  CoHELAN.  These  bonds  are  at  what  rate? 

Mr.  Killefer.  Our  last  issue  in  the  United  States,  a month  and  a 
half  or  2 months  ago,  was  4%  percent,  20-year  bonds. 

Mr.  CoHELAN.  Were  they  fully  subscribed? 

Mr.  Killefer.  Fully  subscribed  the  first  day  and  sold  at  par.  They 
liad  a triple-A  rating  so  they  are  a good  security. 

FUNCTION  OF  FUND  FOR  SPECIAL  OPERATIONS 

Mr.  CoEELAN.  Would  you  describe  the  function  of  the  Fund  for 
Special  Operations  ? 

Mr.  Killefer.  The  Fund  for  Special  Operations? 

Mr.  CoHELAN.  Yes.  Why  do  you  have  these  distinctions  ? 

Mr.  Killefer.  The  ordinary  loan  operations  have  been  the  heart  of 
the  Bank’s  activities  since  it  was  set  up.  It  was  recognized  there 
would  be  circumstances  where  there  would  be  projects  that  would  be 
desirable  for  the  economic  development  of  a country  and  where  easy 
payment  terms  would  be  advisable.  For  instance,  where  the  country 
liad  balance-of-payments  difficulties,  or  where  the  project  was  one 
which  would  not  pay  out  in  the  normal  number  of  years.  It  might 
take  20  or  25  years  for  it  to  pay  out  even  though  it  was  a tremendously 
valuable  project.  So  the  founders  of  the  Bank  set  aside  a fund  called 
the  Fund  for  Special  Operations  for  that  purpose  of  $150  million. 

Mr.  CoHELAN.  As  opposed  to  a conventional  type  ? 

Mr.  Killefer.  Yes,  sir. 

]SIr.  CoHELAN.  On  an  international  basis  ? 

Mr.  Killefer.  Yes,  sir.  It  is  comparable  to  the  IDA  and  the  M^orld 
Bank : a soft-loan  window  and  a hard-loan  window. 

So,  the  Bank  went  along  until  1961,  in  the  summer,  when  the  Al- 
liance for  Progress  concept  came  into  being  and  then  the  United  States 
allocated  to  the  Bank  for  administration  under  a trust  agreement,  what 
has  now  come  to  lie  a $525  million  fund  for  social  loans  rather  than  for 
economic  development  loans.  That  is  the  basic  structure  of  the  Bank. 

Mr.  CoHELAN.  Mr.  Chairman,  I would  like  to  answer  the  rollcall 
and  resume  questioning  in  a minute. 

Mr.  Passman.  We  will  yield  to  you  when  you  come  back. 

Mr.  CoHELAN.  Tha]ik  you,  sir. 

Mr.  Passman.  Mr.  Killefer,  did  you  receive  a loan  application  from 
the  Colombian  Government  for  a loan,  or  loans,  for  airport  construc- 
tion at  Baranquila  and  Cali  ? 

Mr.  Killefer.  I do  not  know  that  we  have  had  sucli  an  application, 
Mr.  Chairman.  I will  find  out  and  give  you  the  particulars  of  it. 

Mr.  Passman.  AYould  it  not  have  to  come  through  you  ?. 

Mr.  Killefer.  Yes,  sir;  but  normally  an  application  would  not 
come  to  the  attention  of  the  Board  of  Directors  until  the  staff  had  been 
convinced  that  the  loan  should  be  granted.  Then  we  would  get  into  it 
at  that  point. 

Mr.  Passman.  You  mean  you  do  not  get  in  on  the  consideration  of 
it? 

Mr.  Killefer.  Yes,  sir;  we  do  not  until  the  staff  is  convinced  that 
the  loan  application  is  a good  one.  If  there  has  been  such  an  applica- 
tion, it  probably  has  not  gone  that  far.  It  may  have  been  turned  down. 
It  may  be  under  processing. 
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Mr.  Passman.  How  many  members  of  this  Board  of  Directors  are 
there  in  the  Bank  ? 

Mr.  Killefer.  Seven ; myself  and  six  Latin  Americans. 

Mr.  Passman.  Kegardless  of  a percentage,  actually  it  is  six  Latin 
Americans  and  one  i^erican ; is  that  the  Board  ? 

Mr.  IHllefer.  Yes,  sir. 

Mr.  Passman.  Thank  you  very  much. 

Mr.  Cohelan? 

Mr.  Cohelan.  Thank  you,  Mr.  Chairman. 

Mr.  Killefer,  you  were  describing  the  difference  between  the  FSO 
and  the  Social  Progress  Trust  F und. 

You  were  describing  the  three  windows  and  could  you  give  me  a 
further  amplification  of  this  ? 

Mr.  Kjllefer.  The  Fund  for  Special  Operations  operates  on  easy 
repayment  terms  as  we  just  described. 

Mr.  Cohelan.  Would  you  call  these  “soft  loans”? 

Mr.  Killefer.  They  will  have  an  interest  rate  of  4 percent.  They 
will  have  repayment  terms  of  20  to  30  years.  They  will  normally 
be  made  repayable  m local  currencies.  Ordinary  capital  loans,  how- 
ever, are  repayable  in  10,  12,  to  15  years  maximum,  normally,  with  6 
percent  interest  and  repayable  in  the  currency  loaned. 

SOCIAL  PROGRESS  TRUST  FUND 

When  we  get  to  the  Social  Progress  Trust  Fund,  the  third  window, 
if  I may  continue,  those  loans  are  made  now  under  a trust  agreement 
with  nothing  but  U.S.  money.  No  other  countries  participate.  Those 
loans  are  made,  not  for  economic  development  purely  and  simply,  but 
for  social  development  in  four  sj)ecified  fields. 

These  are:  Housing  for  low-income  groups,  water  and  sanitation; 
agricultural  improvement,  and  advanced  education. 

The  contract  which  was  signed  by  President  Kennedy  and  the  Presi- 
dent of  the  Bank  restricts  operations  to  these  four  specifio  fields. 

Mr.  Cohelan.  At  this  window? 

Mr.  Killefer.  At  tliis  window. 

Mr.  Cohelan.  I take  it  from  reading  your  paper  that  you  are  going 
to  consolidate  this  with  FSO  ? 

Mr.  Killefer.  That  is  correct. 

Mr.  Cohelan.  I wondered  why  the  separation  existed.  These  are 
more  or  less  capital  improvement  loans  anyway  and  what  would  be 
the  difference? 

Mr.  Killefer.  Actually,  Mr.  Cohelan,  it  is  getting  to  be  so  we  do 
not  believe  that  the  line  is  clear  and  distinct  between  social  and  eco- 
nomic projects.  For  instance,  a water  system.  There  are  industrial 
uses  and  this  can  be  economic  as  well  as  social. 

Mr.  Cohelan.  This  is  capital  improvement ; is  it  not  ? 

Mr.  IClllefer.  True;  the  reason  it  started  out  as  a three- window 
situation  was  that  at  the  time  of  the  beginning  of  the  Alliance  for 
Progress,  the  Bank  actually  did  not  contemplate  making  social  loans. 
However,  it  was  considered  by  the  United  States  to  be  a good  instru- 
ment for  this  purpose,  so  they  contracted  with  the  Bank  to  administer 
this  portion  of  that  money. 

Mr.  Cohelan.  I take  it  that  the  clients  or  customers  of  the  Bank  are 
countries  ? 
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Mr.  Killefer.  About  50-50  between  private  enterprise^  either  di- 
rectly or  indirectly,  through  development  lending  institutions  and 
governments  or  government  agencies. 

Mr.  CoHELAN.  If  a private  person  or  corporation  wanted  to  make  a 
loan  application  to  the  Bank,  would  he  not  have  to  clear  it  with  his 
government  in  order  to  get  it  ? 

Mr.  Killefer.  Actually,  the  Bank  would  not  make  a loan  to  a comi- 
try  where  the  government  would  not  approve  it.  In  most  cases,  if  a 
business  enterprise  comes  to  our  Bank  for  a loan,  the  government  is 
delighted  if  it  has  assistance  in  financing.  We  do  do  a little  less  than 
50  percent  of  our  lending  to  private  companies. 

Mr.  CoHELAN.  This  may  be  a naive  question,  but  if  I were  a user  of 
the  Bank,  why  should  I bother  to  stand  at  window  No.  1 when  I know 
windows  2 and  3 are  available  ? What  is  the  incentive  ? 

Mr.  &LLEFER.  Of  course,  most  lenders  would  like  to  have  the  easiest 
repayment  terms  possible,  but  the  decision  is  made  on  the  basis  of  the 
nature  of  the  project. 

If  you  have  an  industrial  project  such  as  a factory  for  the  manu- 
facture of  aluminum  window  frames  for  houses,  the  Bank  would  not 
even  look  at  such  a project  on  soft  terms. 

Mr.  CoHELAN.  In  other  words,  you  do  make  a distinction  in  your 
loan  applications  as  to  what  qualifies  for  a B or  C loan  ? 

Mr.  Killefer.  Yes,  we  do. 

Mr.  CoHELAN.  That  is  the  function  of  the  Board  of  Directors? 

Mr.  Killefer.  It  is. 

BOARD  OF  DIRECTORS  OF  THE  BANK 

Mr.  CoHELAN.  As  I understand  it  from  your  paper,  the  Board  of 
Directors  consists  of  the  United  States  and  the  other  participating 
countries  ? 

Mr.  Killefer.  Right.  There  are  six  other  Directors  besides  myself. 

Mr.  CoHELAN.  Who  has  the  controlling  vote?  Who  controls  the 
Board  ? How  are  the  votes  distributed  ? 

Mr.  Killefer.  The  voting  is  done  on  the  basis  of  the  subscriptions 
to  the  capital  in  the  Bank.  For  instance,  the  United  States,  which  has 
by  far  the  largest  single  contribution,  owns  42  percent  of  the  Bank’s 
stock.  It  is  a weighted  vote.  In  other  words,  in  all  of  these  soft  loans 
we  are  talking  about  today,  with  the  SPTF  and  the  FSO,  and  now 
the  new  combined  fund,  those  loans  can  only  be  approved  with  a two- 
thirds  majority.  Since  the  United  States  has  42  percent  of  the  vote, 
no  loan  can  be  approved  without  our  approval  because  we  have  what 
is,  in  effect,  a veto. 

NUMBER  OF  INTERNATIONAL  LENDING  AGENCIES 

Mr.  CoHELAN.  How  many  lending  institutions  do  we  have  at  the 
international  level  ? I am  thinking  of  the  World  Bank,  IDA,  Export- 
Import  Bank,  and  the  International  Monetary  Fimd. 

Mr.  Killefer.  And  we  have  the  International  Finance  Corporation. 

Mr.  CoHELAN.  Why  can  we  not  use  the  World  Bank,  let  us  say,  for 
this  purpose  ? 

Mr.  Killefer.  That  is  a broad  philosophical  question  and  a lot  of 
people  have  answered  better  than  I will  do  now.  One  answer  is  that 
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the  Latin  countries  for  a period  of  over  60  years  wanted  their  own 
regional  financial  institution.  The  World  Bank  had  not  made  loans 
in  some  of  those  countries.  Finally,  in  1958-59,  the  United  States 
agreed  to  collaborate  in  establishing  a Latin  American  regional  or- 
ganization. 

With  respect  to  the  other  international  organizations  that  you  have 
mentioned,  Mr.  Cohelan,  the  Monetary  Fund  has  a different  function 
from  the  World  Bank.  It  primarily  makes  loans,  not  for  development 
lending  or  for  reconstruction,  but  short-term  loans  to  increase  inter- 
national monetary  stability.  The  IFC,  another  affiliate  of  the  World 
Bank,  lends  to  private  enterprises.  It  not  only  lends  but  it  now  takes 
equity  positions  in  private  enterprises  whereas  the  World  Bank,  by  its 
charter,  was  originally  only  allowed  to  lend  to  governments  or  to 
private  industries  wfith  government  guarantee. 

The  Export-Import  Bank,  on  the  other  hand,  has  as  its  task  an 
entirely  different  thing  which  is  simply  the  financing  of  exports  of 
U.S.  capital  goods  and  services. 

So,  actually  they  do  not  duplicate  each  other  although  there  is  a 
certain  amount  of  overlapping. 

Mr.  Cohelan.  As  you  indicated,  it  is  regional  and  its  function  is  to 
serve  the  Latin  American  countries  ? 

Mr.  Killefer.  Yes,  sir. 

Mr.  Cohelan.  How  do  you  distinguish  between  the  functions  of  this 
operation  from  just  a straight  bilateral  aid  proposition  to  under- 
developed countries  ? 

Mr.  Killefer.  A multilateral  organization,  speaking  for  a region 
like  Latin  America,  has  a different  point  of  view.  Take  our  bank : we 
have  over  500  people  who  work  for  our  Bank  and  nearly  three-quarters 
of  them  are  Latin  Americans.  When  you  are  trying  to  get  a borrow- 
ing country,  or  a borrowing  business,  to  take  certain  action,  which  they 
would  rather  not  do,  if  a North  American  like  yourself  or  myself  were 
to  go  down  there,  however  diplomatic  you  might  be,  you  would  find — 
at  least  this  is  the  theory  and  I subscribe  to  it — ^that  you  are  not  able 
to  deal  with  those  people  as  well  as  their  own  people  can  deal  with 
them.  When  you  have  a multilateral  organization,  with  representa- 
tion and  contributions  from  all  of  those  countries,  the  concept  is  that 
you  are  better  able  to  achieve  your  objectives  than  if  you  do  it  directly 
from  the  United  States. 

I do  not  mean  by  saying  that,  that  we  should  not  have  bilateral  aid. 
I believe  that  the  balance  between  multilateral  and  bilateral  aid  is 
just  about  right  the  way  it  is  today. 

Mr.  Cohelan.  In  terms  of  loan  criteria,  how  is  this  established? 

Mr.  Khxefer.  The  policies  for  lending  are  established  by  our  Board 
of  Directors.  We  have  very  high  criteria  on  our  lending  and  we 
receive  a great  many  more  applications  than  we  grant  loans.  We  are 
guided  by  what  we  believe  are  sound  principles  of  investment  banking 
coupled  with  the  economic  development  of  the  area  concept,  which  is 
our  statutory  task. 

Mr.  Cohelan.  How  long  has  the  Bank  been  in  existence  ? 

Mr.  Killefer.  Since  1959.  It  went  into  operation  after  staffing  up 
in  1960.  To  date,  Mr.  Cohelan,  of  the  $1,175  million  we  have  loaned, 
we  do  not  have  one  loss  yet,  and  we  do  not  have  one  loan  in  default 
or  one  loan  delinquent. 
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SUPERVISION  OF  APPROVED  LOAN  PROJECTS 

Mr.  CoHELAN.  Do  you  supervise  any  of  these  projects  on  the  site? 

Mr.  Killefer.  Constantly.  We  do  this  with  resident  engineers, 
with  consultant  engineers,  and  construction  firms,  oftentimes  from  the 
United  States. 

Mr.  Cohelan.  What  is  the  current  situation  as  far  as  the  progress 
of  these  projects  is  concerned  ? 

Mr.  Killefer.  About  $427  million  has  been  disbursed.  We  do  not 
disburse  upon  authorization.  Let  me  give  you  an  example:  If  you 
have  a $8  million  hydroelectric  loan,  we  do  not  just  write  out  a check 
for  $8  million  to  the  borrower.  We  disburse  on  the  basis  of  receipted 
invoices  for  the  equipment.  So,  it  is  impossible  for  me  to  give  you 
what  proportion  of  the  projects  are  completed.  I would  say  that, 
roughly,  overall,  one-third. 

Mr.  Cohelan.  As  a banker,  it  is  your  expectation  these  projects  are 
going  to  be  completed  and  you  are  going  to  fulfill  your  function  as  a 
kind  of  a lubricant,  financially,  to  get  this  thing  moving  ? 

Mr.  Killefer.  Kight.  We  have  a time  limitation  for  disbursement. 
In  other  words,  in  the  loan  contract,  they  are  always  pushing  against 
this  date  in  the  future  when  they  must  have  the  project  underway. 

authorization  of  bonds 

Mr.  Cohelan.  Is  it  expected  that  you  are  going  to  be  able  to  pay  off 
your  bondholders  from  your  earnings  ? 

Mr.  Killefer.  Yes ; and  amortizations. 

Mr.  Cohelan.  That  is  the  first  cl  aim  against  your  earnings  ? 

Mr.  ICellefer.  It  is.  We  have,  in  our  6 percent  interest  rate,  in- 
cluded 1 percent  to  go  to  a special  reserve  for  the  payment  of  our 
obligations.  The  Bank  has  made  a net  profit  each  year  and  increasing 
each  year,  since  it  went  into  operation.  The  first  year  it  was  some- 
thing like  $200,000 ; and  last  year  it  had  risen  to  $5.8  million.  This  is 
just  in  the  first  4 full  years  of  operation. 

Mr.  Cohelan.  How  do  you  manage  your  earnings?  Do  you  set 
these  aside,  or  do  you  declare  dividends? 

Mr.  Killefer.  Ko  ; we  put  it  all  in  reserves. 

Mr.  Cohelan.  What  about  your  overhead  costs  ? 

Mr.  Killefer.  When  I say  “net  profit,”  I mean  net  of  overhead,  net 
of  interest  on  the  bonds  and  after  all  expenses  have  been  paid. 

Mr.  Cohelan.  What  are  your  overhead  costs?  Are  they  running 
about  along  the  same  line  as  you  would  expect  good  management  to 
produce  ? 

Mr.  Killefer.  They  are.  Our  costs  are  mcreasing  as  almost  every- 
thing else  is  in  business ; it  is  slowly  going  up.  But  our  net  profit  is 
also  increasing  after  the  payment  of  those  items. 

Mr.  Cohelan.  Thank  you  very  much. 

Mr.  Passman.  Before  I yield  to  Dr.  Long,  I would  like  to  clear  up 
one  or  two  points,  especially  since  we  have  the  advice  of  the  good 
Secretary  here. 

I would  like  to  see  you  go  all  the  way  to  the  top.  You  are  one  of 
my  favorite  men  in  Government  because  you  have  quick  and  good 
answers,  and  that  applies  to  you  also,  Mr.  Killefer. 

Mr.  Betts.  Thank  you,  Mr.  Chairman. 
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Mr.  Killefer.  Thank  you,  Mr.  Chairman. 

Mr.  Passman.  The  World  Bank  is  very  active  hi  Latin  America, 
so  do  not  let  the  record  show  they  are  not  receiving  applications,  ap- 
proving loans,  and  making  disbursements  all  the  time  in  Latin  Amer- 
ica. Y ou  are  familiar  with  this  publication  ? 

Mr.  ICellefer.  Yes,  sir. 

Mr.  Passman.  This  is  the  annual  report  of  the  World  Bank  show- 
mg  loans  and  disbursements.  These  are  on  approved  loans  to  Latin 
America.  They  are  big  operators  in  Latin  America  and  I think  the 
record  should  show  that  fact. 

Under  the  World  Bank  they  created  the  International  Development 
Association  which  is  an  organization  which  makes  easier,  long-term 
loans,  no  interest,  and  generally  loans  the  World  Bank  would  not 
entertain. 

Am  I assessing  this  correctly  ? 

Mr.  Betts.  I think  so. 

Mr.  Passman.  Take  the  three  windows,  whether  you  consolidate 
them  or  take  them  individually,  you  have  loans  quite  similar  to  some 
of  the  loans  being  made  by  the  International  Development  Associa- 
tion, softer  terms,  longer  terms ; is  that  correct? 

Mr.  Ktllefer.  Yes,  sir. 

Mr.  Cohelan.  Would  the  gentleman  yield? 

Mr.  Passman.  Yes. 

use  of  IADB  rather  than  IDA  FOR  LOANS 

Mr.  Cohelan.  On  that  point,  I think  a matter  of  some  minor  con- 
cern is  the  proliferation  of  lending  institutions.  If  I understood  you 
correctly,  and  the  reason  I asked  about  the  World  Bank  is,  I was  won- 
dering why  some  of  these  loans  could  not  be  made  under  the  World 
Bank  or  IDA?  You  said,  if  I heard  you  correctly,  that  the  World 
Bank  was  interested  more  in  short-term  loans  ? 

Mr.  Killefer.  No,  sir ; the  Monetaiy  F und. 

The  World  Bank  is  interested  in  economic 

Mr.  Cohelan.  Large  capital  projects  ? 

Mr.  Killefer.  True. 

Mr.  Cohelan.  As  I recall,  in  Pakistan,  in  the  Indus  Eiver  project, 
we  were  veiy  deeply  involved;  but  this  is  a World  Bank  project,  is  it 
not  ? 

]Mr.  Killefer.  True.  IDA  has  traditionally,  as  a newer  institu- 
tion— and  I should  add,  please  do  not  take  my  answers  as  being  the 
answers  that  people  who  know  more  about  the  organization  would 
give — but  I believe  that  IDA  has  operated  more  in  Pakistan  and  India 
by  far  than  it  has  in  Latin  America. 

]\Ir.  Cohelan.  If  I understood  your  answer,  Mr.  Killefer — and  cor- 
rect me  if  I am  wrong — the  reason  for  this  further  development  is  to 
meet  regional  requirements  ? They  feel  more  comfortable  in  this  set- 
ting than  they  would  be  in  going  to  IDA  or  the  World  Bank? 

Mr.  Killefer.  That  is  one  reason.  Of  course,  IDA  did  not  come 
into  being  until  just  a few  years  aso. 

Looking  at  the  countries  of  Latin  America,  you  will  find  that  IDA 
has  not  operated  primarily  in  Latin  America.  'The  primary  reason  for 
needing  the  three  organizations  is  that  the  need  for  capital  in  Latin 
America  is  astronomical.  It  is  just  like  California  in  1855  when  the 
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one  thing  that  was  needed  was  more  capital  for  the  development  of  the 
industrial  possibilities  there.  There  are  tremendous  opportunities 
that  have  to  stand  in  line  and  wait  for  lack  of  capital.  Any  time  you 
can  accomplish  one  of  these  good  projects,  it  adds  that  much  foreign 
exchange  to  the  nation  or  allows  them  to  make  something  they  have 
previously  imported  and  thus  have  foreign  exchange  so  they  can  buy 
other  goods  from  us. 

Mr.  CoHEUAx.  Why  do  not  these  countries  go  to  IDA  ? 

Mr.  Killefer,  I do  not  think  IDA’s  resources  are  sufficient  to  be 
able  to  do  throughout  the  world  the  kind  of  development  lending  you 
have  in  mind. 

]\Ir.  CoHELAxr.  Thank  you. 

Mr.  Passman.  If  you  would — and  I know  you  do  not  want  the 
record  to  show  otherwise — there  are  90-some  nations  contributing  to 
IDA  and  all  of  them  are  eligible  for  a loan  from  IDA.  I want  to  be 
corrected  if  I am  wrong,  but  the  ITorld  Bank  primarily  makes  hard 
loans,  commercial  loans? 

Mr.  Betts.  That  is  my  understanding,  yes,  sir. 

]\Ir.  Passman.  That  is  why  you  have  the  other  organization,  IDA, 
now. 

You  said  you  made  a profit  off  the  Inter- American  Bank.  It  is  a 
brandnew  institution,  as  we  think  of  institutions  and  the  Export- 
Import  Bank  is  an  old  institution.  Mr.  Linder,  the  President  of  that 
great  Bank,  said  last  year  before  this  committee  that  they  show  a 
profit  but  they  do  not  know  whether  they  are  going  to  have  a profit 
or  loss  in  operating  the  Export-Import  Bank  until  the  final  analysis, 
because  there  is  a system  of  renewing  loans. 

]\Ir.  Long  ? 

LOANS  TO  PRIVATE  INDUSTRY 

Mr.  Long.  Mr.  Killefer,  are  there  aii}^  loans  here  to  private  industry  ? 

Mr.  Killefer.  Almost  50  percent  of  our  loans  are  either  directly 
to  a private  enterprise  or  indirectly  through  development  institutions 
that  relend  to  private  enterprise. 

Mr.  Long.  What  is  your  principle  in  lending  to  a private  firm?  I 
assume  you  are  not  lending  to  private  firms  just  to  enable  them  to  make 
a lot  of  money,  but  rather  to  achieve  some  social  result. 

Mr.  Killefer.  Exactly.  We  prefer  industries  that  will  gain  foreign 
exchange  for  the  country,  or  will  save  them  from  importing  something 
that  has  had  to  be  imported  in  the  past.  There  is  a participation  on 
the  part  of  those  companies  larger  than  the  contribution  of  the  bank 
to  the  project.  For  instance.  Dr.  Long,  we  have  made  $1.1  billion  in 
loans,  but  the  cost  of  the  projects  we  financed  comes  to  over  $2.6  bil- 
lion. In  other  words,  about  40  percent  of  the  cost  of  all  of  these  proj- 
ects has  been  financed  by  our  Bank,  and  local  contributions  and  the 
others  put  up  the  balance.  So,  what  we  are  after  is  a strong  equity 
position  on  the  part  of  the  borrowers. 

Mr.  Long.  "Wiat  means  do  you  follow  to  make  sure  this  lending  to 
private  industry  does  not  become  a kind  of  private  racket,  in  the  sense 
of  a few  families  in  a certam  country  forming  a company  which  has 
some  incidental  public  purpose  but  is  mainly  a device  to  get  a lot  of 
money  from  Uncle  Sam  in  order  to  make  a lot  of  money  for  them- 
selves ? 

What  means  do  you  have  to  prevent  that  ? 
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Mr.  Kjllefer.  The  first  way  is  by  screening  the  loan  applications 
carefully,  and  more  important  than  that,  by  requirmg,  as  we  do,  a 
certain  percentage  of  the  capital  stock  be  available  to  the  public  withm, 
say,  a period  of  3 years.  In  other  words,  we  insist  that  the  ownership 
of  the  enterprise  be  spread  around  as  broad  a base  as  possible. 

Dr.  Long,  I would  not  be  honest  if  I did  not  say  to  you  that  there 
are  times  in  a country  when,  if  you  are  trying  to  mobilize  capital,  you 
have  to  go  to  the  man  who  has  the  capital.  If  there  is  a local  entre- 
preneur who  happens  to  be  a wealthy  man,  we  do  not  automatically 
discard  the  application  because  he  has  the  money.  However,  we  try  to 
safeguard  this  and  spread  it  out  in  the  mam\er  I have  described. 

Mr.  Lo^st-g.  Have  there  been  scandals  or  complaints  that  the  Bank  is 
serving  the  aggrandizement  of  certain  individuals  rather  than  con- 
tributing to  social  improvement  ? 

Mr.  Killeeer.  No  ; we  have  had  no  such  scandals  or  complaints  in 
the  Bank  to  date. 

Mr.  Loxg.  No  complaints  at  all  ? 

Mr.  Killeeer.  No;  I do  not  think  so.  We  have  had  the  kind  of 
complaints  we  normally  get,  which  are  complaints  from  bidders  who 
have  not  been  successful  in  getting  a bid,  or  persons  who  did  not  get 
an  order.  There  has  not  been  any  case  of  scandal. 

Mr.  Long.  Do  you  go  into  these  complaints  ? 

Mr.  Killeeer.  Very  carefully,  particularly  when  they  are  U.S.  com- 
panies, with  the  Department  of  Commerce,  and  we  try  to  run  them 
down. 

Mr.  Long.  Atq  these  primarily  indigenous  companies?  Are  there 
a lot  of  American  firms  who  move  down  there  and  borrow  this  money  ? 

Mr.  Killeeer.  A gxeat  many  American  firms  have  participations  m 
the  enterprises  which  we  finance.  We  do  not  normally  like 

Mr.  Long.  Would  these  be  loans  to  some  of  the  big  oil  companies, 
and  so  on  ? 

Mr.  Killeeer.  No. 

Mr.  Long.  The  United  Fruit  Co.  ? 

Mr.  Killeeer.  No ; we  have  not  loaned  to  United  Fruit  or  to  U.S.  oil 
complies.  But  we  have  gone  in,  for  instance,  with  Jersey  Standard 
in  Chile,  in  the  financing  of  a refinery. 

There,  Jersey  Standard  went  in  on  a parallel  basis  with  us.  They 
are  helping  to  finance  the  refinery,  too,  but  they  will  not  be  owners  of 
it  or  have  any  interest  in  it. 

BANK  AS  A LAST  SOURCE  OE  FINANCING 

Mr.  Long.  IWiat  measures  do  you  take  to  make  sure  you  are  not 
simply  providing  money  through  the  Inter- Am.erican  Bank  that  might 
be  gotten  otherwise  through  private  financing  ? 

Mr.  Killeeer.  I should  have  mentioned  before  that  our  charter  says 
we  are  not  to  act  when  private  capital  is  available  on  reasonable  terms 
and  conditions. 

One  thing  we  do  is  to  require  certification  from  the  commercial  bank 
ot  the  company  that  it  is  unwilling  or  unable  to  provide  the  credit  re- 
quested. When  you  are  talking  about  long-term  financing,  as  we 
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Mr.  Long.  I do  not  mean  so  much  whether  we  could  raise  the  money 
in  that  country 

Mr.  Killefer.  I mean  in  Kew  York. 

Mr.  Long.  Is  it  not  always  possible  to  get  a couple  of  letters  from 
banker  friends  saying  “We  won’t  lend  you  the  money”  ? 

Mr.  Killefer.  Of  course,  it  is.  I would  hope  our  loan  officers  would 
shop  around  a little  bit  and  see  if  some  other  bank  would  be  mterested. 

Mr.  Long.  You  do  make  a genuine  effort  to  see  that  these  people  raise 
this  money  privately  wherever  they  can  ? 

Mr.  Killefer.  That  is  correct. 

APPROVED  LOANS  BY  COUNTRY 

Mr.  Long.  What  has  been  your  distribution  by  country  ? I see  there 
is  about  $1,166,261,000  m loans.  Are  these  spread  among  the  various 
countries  or  are  they  heavily  concentrated  in  one  or  two  countries  ? 

Mr.  Killefer.  I have  here  a list  and  have  just  submitted  one  for  the 
record,  so  you  might  like  to  scan  tliis. 

(The  table  follows :) 
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Mr.  Long.  I find  it  a little  hard  to  summarize  this  table  in  just  look- 
ing at  it,  but  I gather  every  country  gets  some  loans.  However,  in 
relation  to  either  population  or  gross  national  product,  is  there  any 
heavy  concentration  of  funds  in  some  countries? 

Mr.  Killefer.  No;  there  is  not.  There  is  no  quota  system  among 
the  comitries  based  on  either  gross  national  product,  population,  or 
geographical  size.  In  the  nature  of  things,  since  all  of  the  countries 
are  represented  by  the  amount  of  their  contribution  in  the  Bank. 
That  is  their  voting  power  and,  because  the  Bank  makes  an  effort  to 
be  fair  m the  different  countries,  it  fairly  well  follows  the  size  of  the 
country. 

In  other  words,  the  largest  countries;  such  as,  Mexico,  Brazil, 
Argentina,  and  Chile,  wmuld  be  receiving  a larger  number  and  amount 
of  loans  than  the  smaller  countries. 

Mr.  Long.  I would  expect  that  to  be  so.  Have  you  had  a certain 
lack  of  entrepreneurial  enterprises  m some  countries,  making  it  difficult 
to  get  sound  applications  with  the  result  that  the  money  has  tended  to 
go  to  certain  countries  which  may  have  either  business  people  who 
know  the  needs  of  the  coimtry,  or  a more  enterprismg  national 
government  ? 

Mr.  Killefer.  It  is  true  that  this  problem  does  exist  but  it  also 
exists,  oddly  enough,  many  times  in  some  of  the  larger  countries.  We 
think  that  rather  than  relax  and  do  the  tilings  that  come  in,  it  is  incum- 
bent upon  the  Bank  in  view  of  its  statutory  task  to  try  and  develop  in 
each  of  the  countries  the  soundest  projects  it  can  which  follow  the 
national  plan  of  that  country.  All  of  these  national  plans  are  coordi- 
nated under  the  Alliance.  We  try,  especially  through  development 
institutions  in  those  countries,  to  work  out  a plan  for  priority  of  proj- 
ects so  you  do  not  have,  even  in  the  less  developed  countries,  a great 
gap. 

To  answer  your  question  specifically,  it  is  a fault  and  it  is  a problem 
for  us  as  it  is  for  the  World  Bank  and  for  the  Export-Import  Bank. 

Mr.  Long.  I see  that  all  of  the  Latin  American  countries  do  con- 
tribute to  the  Bank.  You  hinted  that  you  do  not  make  any  effort  to 
apportion  the  loans  in  any  ratio  to  the  investment  these  countries  have 
invested  in  the  Bank.  Is  that  correct  ? 

Mr.  Killefer.  That  is  true. 

Mr.  Long.  Have  there  been  any  complaints,  from  any  of  the  coun- 
tries, that  they  were  putting  up  the  money  but  that  other  countries 
were  getting  the  loans  ? 

Mr.  Killefer.  Not  officially.  I suppose  every  country  thinks  it 
should  have  more  loans. 

Mr.  Long.  Do  they  come  to  you  in  force  ? 

Mr.  Killefer.  No,  sir.  I have  had  no  experience  like  that.  I 
do  know  that  each  Director  would  like  to  have  as  many  loans  as  pos- 
sible for  his  own  country,  but  there  has  not  been  any  political  maneu- 
vering on  this  kind  of  thing. 

Mr.  Long.  Have  the  countries  been  very  active  in  promoting  loans 
to  make  sure  they  got  as  many  loans  as  they  could  ? 

Mr.  Killefer.  To  the  extent  that  kind  of  activity  goes  on — and 
I do  not  know  whether  it  does  or  not — but  I would  not  be  surprised 
if  countries  made  an  effort  along  these  lines — they  do  it  through  the 
management  of  the  Bank  rather  than  the  Board  of  Directors. 
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I am  sure  that  we  have  a very  strong  management  and  I am  sure 
that  they  are  able  to  withstand  those  pressures. 

Mr.  Long.  The  Bank  has  been  in  operation  for  5 years,  I believe 
you  said? 

Mr.  Killefer.  Yes,  sir. 

EFFECT  OF  COMPLETED  LOAN  PROJECTS 

Mr.  Long.  There  have  been  many  projects  completed,  am  I correct? 

Mr.  Killefer.  Yes,  sir. 

Mr.  Long.  Do  you  have  any  audit  of  the  results?  Kot  meaning 
so  much  in  number  of  projects  completed,  but  economic  and  social 
consequencies : such  as  classrooms  built,  population  housed,  gallons 
of  water  purified,  and  resources  developed  ? 

Mr.  Killefer.  Bight. 

Mr.  Long.  Do  you  have  anything  which  would  give  us  some  notion 
in  concrete  terms  of  what  we  are  getting  for  our  money  ? 

Mr.  Killefer.  Under  the  Social  Progress  Trust  Fund,  where  we 
are  administering  U.S.  funds,  we  are  obliged  to  report  to  Congress 
every  year  what  we  have  done  with  the  money.  You  have  that  report 
there. 

Mr.  Long.  I see  that ; and  I see  a great  many  projects,  but  I am  just 
wondering  whether  you  have 

Mr.  Killefer.  Let  me  skim  off  the  top  of  that  in  the  four  fields 
covered  by  the  Social  Progress  Trust  Fund. 

To  date  in  housing,  58,000  houses  have  been  finished  so  far. 

Mr.  Long.  You  mean  for  58,000  family  miits  ? 

Mr.  Killefer.  Yes,  sir;  primarily  they  are  single-dwelling  units 
but  there  are  some — and  your  term  is  better  than  mine — units.  There 
were  30,300  under  construction  on  December  31  of  last  year,  and  bids 
were  being  called  for  an  additional  27,000.  Altogether  there  are 
114,600  units  in  various  stages  which,  in  comparison  with  the  229,000 
units  we  have  already  included  in  all  of  our  housing  loans,  shows  just 
about  half  the  total  housing  program  is  underway. 

Moving  now  to  the  water  supply  and  sewage  aspect  of  this,  there  are 
219  water  supply  and  sewage  systems  finished  and  344  systems  in  vari- 
ous stages  of  construction.  When  they  are  completed,  the  32  loans 
for  water  and/or  sewage  will  benefit  close  to  18  million  people  in  1,320 
cities  and  small  towns.  That  is,  towns  down  to  the  size  of  5,000  people. 

Then  in  the  next  field,  in  “Agriculture,”  we  started  resettling  rural 
families,  for  example,  from  the  Altiplano,  in  Bolivia,  where  they  have 
been  scratching  out  an  existence  with  a wooden  plow  for  generations, 
down  to  the  lush  agricultural  lands  that  border  on  the  jungle.  We 
have  assisted  this  type  of  colonization  in  Bolivia,  Ecuador,  and 
through  agrarian  reform  in  Venezuela. 

I could  go  on,  but  the  net  result 

Mr.  Long.  How  hard  are  these  estimates?  Are  these  optimistic 
figures  ? Or  are  they  definitely  attributable  to  your  loans  ? You  are 
not  claiming  a lot  of  stuff 

Mr.  Killefer.  These  are  all  confirmed  loans. 

Then  in  advanced  education,  a much  smaller  part  of  it,  and  it  is 
easier  to  pinpoint,  we  have  made  17  loans  and  we  have  disbursed  on 
only  9 of  them.  These  are  primarily  for  laboratory  equipment,  for 
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tlie  basic  sciences  principally  as  opposed  to  the  humanities,  et  cetera. 

In  that  report  which  you  have  there,  the  freshest  thing  off  the  press, 
there  is  an  excellent  summary  of  exactly  what  has  been  done  in  each  of 
these  fields  in  each  of  the  19  countries. 

Mr.  Long.  I have  nothing  further. 

HOUSING  LOANS 

Mr.  CoHELAN.  What  about  the  rents  for  these  housing  units  ? What 
group  are  they  aimed  at,  middle  income,  lower  income?  How  are 
rents  determined  ? 

Mr.  Killefer.  In  the  first  place,  all  the  houses  are  sold.  We  don’t 
have  rentals.  The  segment  at  which  we  are  hitting  is  the  lowest  stra- 
tum of  people  in  any  country  that  can  afford  to  buy  a house. 

In  other  words,  people  in  the  housing  business  think  that  perhaps 
25  percent  of  a uian’s  monthly  income  should  go  to  amortize  his  house 
and  pay  interest  on  it. 

What  the  housing  people  in  the  Bank  try  to  do,  and  they  are  checked 
very  carefully  by  those  in  AID  who  watch  over  our  loans  in  this  field, 
is  to  pick  the  stratum  which  is  the  lowest,  where  you  can  have  that  25- 
percent  figure,  and  still  pay  off  a house  in  a reasonable  period  of  time 
for  that  kind  of  construction,  which  will  be  between,  say,  20  and  25 
years. 

That  means  that,  in  fact,  our  houses  generally  run  from  a high  of 
something  like,  in  some  countries,  up  to  $4,800  down  to  a low  cost  for 
an  entirely  new  dwelling  of  $1,700,  with  the  average  somewhere  around 
$2,500  for  a house. 

Mr.  CoHELAN.  We  make  loans  to  a corporation  or  a building 
organization  ? 

Mr.  Killefer.  Savings  and  loan  institutions,  for  instance. 

Mr.  CoHELAN.  And  they,  in  turn,  proceed  to  develop  housing  accord- 
ing to  a certain  standard  and  specification  ? 

Mr.  Killefer.  That  is  right. 

Mr.  CoHELAN.  Which  will  vary  as  between  countries,  but,  nonethe- 
less, they  will  be  subject  to  your  approval  before  the  loan  is  made? 

Mr.  Killefer.  That  is  right. 

Mr.  CoHELAN.  There  will  be  some  variance  as  between  countries, 
and  as  between  incomes  in  different  countries,  so  it  will  not  be  the  same 
in  each  country,  that  is  to  say,  what  the  possible  rental  or  payout  would 
be? 

The  other  part  of  this  question  would  be  how  is  this  handled  ? Do 
they  have  an  FKMA  or  FHA  in  these  countries  to  help  the  individuals 
finance  these  loans  ? 

Mr.  Killefer.  Some  countries  do  have  a housing  authority,  an 
institute  of  housing.  Others  work  through  a savings  and  loan  sys- 
tem directly,  but  normally  it  is  an  agency  of  the  central  government. 

Mr.  CoHELAN.  Wliat  you  are  saying,  then,  is  that  these  loans  are 
made  to  meet  a housing  need  but  presently  concentrated  on  a low- 
income  to  medium-income  group. 

Mr.  Killefer.  Keally  lower  than  medium,  a very  low-income  group. 

Mr.  Cohelan.  And  that  particular  need  is  being  satisfied  through 
this  process  of  loans  ? 

Mr.  Killefer.  We  are  contributing  toward  satisfying  it  but  we  are 
not  satisfying  it. 
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Mr.  CoHELAN.  ^Vliat  about  low-cost  bousing  ? 

Mr.  Killefer.  This  is  low-cost  housing. 

Mr.  CoHELAN.  I mean  low-income  housing.  Are  there  any  public 
housing  units  being  built  and  financed  ? 

Mr.  Killefer.  There  are  in  some  of  the  countries,  but  normally  the 
housing  projects  we  participated  in  financing  are  about  as  low  cost  as 
any  in  the  countries  involved.  We  are  talking  about  really  the  most 
basic  low-cost  housing. 

Mr.  CoHELAN.  You  are  talking  about  people,  about  incomes? 

Mr.  Killefer.  That  is  right.  There  is  no  subsidy  in  connection 
with  these  houses. 

Mr.  CoHELAN.  Even  in  our  great  affluent  society,  as  we  know,  we 
have  some  35  million  people  below  the  poverty  line.  If  this  is  true 
in  this  comitry  this  certainly  must  be  true  in  any  of  these  other  coun- 
tries. 

Mr.  Killefer.  Of  course  it  is  true. 

Mr.  CoHELAN.  But  we  are  not  meeting  that  need. 

Mr.  Killefer.  Our  institution  is  not. 

Mr.  CoHELAN.  That  is  all  I have,  Mr.  Chairman. 

Mr.  Passman.  I was  checking  the  other  day.  It  looks  like  about 
two-thirds  of  all  my  relatives  will  meet  this  war-on-poverty  criteria. 
They  may  have  painted  houses,  an  automobile  to  go  to  church  in,  good 
clothes,  plenty  of  hams,  bacon,  and  sausage  in  a smokehouse,  food  in 
the  deep  freeze,  but  not  much  money.  It  seems  all  of  them  will  meet 
the  criteria. 

We  shall  take  about  a 5-minute  recess. 

(Short  recess  taken.) 

Mr.  Shrfver.  When  you  were  talking  about  the  voting  strength  of 
42  percent,  is  this  the  percentage  of  our  capital  invested? 

Mr.  ICellefer.  It  is. 

AMOUNT  OF  U.S.  FUNDS  APPROPRIATED  FOR  THE  BANK 

Mr.  Shriver.  I am  new  on  this  committee,  and  this  is  a new  agency 
to  me,  so  I may  be  a little  repetitious.  I want  to  refer  to  the  part  of 
your  testimony  referring  to  the  amount  Congress  has  appropriated. 

I think  you  said  that  Congress  had  appropriated  $1,230  million. 

Mr.  Killefer.  That  is  right. 

Mr.  Shrfver.  And  that  we  had  actually  paid  in  $825  million  on 
account  of  that  $525,  $150,  and  $150  million  appropriations. 

Mr.  Killefer.  That  is  right. 

Mr.  Shrht:r.  But  we  actually  appropriated  $1,230  million  ? 

Mr.  Killefer.  That  is  right. 

Mr.  Shriver.  Why  are  you  asking  for  a supplemental  appropriation 
then  if  it  already  has  been  appropriated  ? 

Mr.  Killefer.  This  Bank  has  three  separate  windows.  Wlien  we 
make  our  ordinary  loans,  that  are  on  banking  terms,  we  raise  our  funds 
in  the  private  capital  markets  by  issuing  bonds. 

Behind  those  bonds  there  stands  the  guarantee  of  each  of  those 
countries,  including  the  guarantee  of  the  United  States,  which  is  what 
we  mean  by  the  callable  capital.  It  is  callable  on  the  United  States 
and  on  the  other  comitries  but  only  if  the  Bank  is  unable  to  meet  its 
obligations  to  its  bondholders. 
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So  Congress  tells  us  before  you  can  pledge  the  guarantee  of  the 
United  States,  put  it  behind  your  bonds,  you  have  to  come  in  here  and 
satisfy  the  Congress  to  the  extent  of  an  appropriation,  even  though  it 
is  recognized  that  no  expenditure  is  ever  expected  to  be  made  and  the 
call  would  happen  only  in  the  very  unlikely  event  that  the  Bank  were 
to  be  unable  to  meet  its  obligations  to  the  bondholders.  Eeally,  then, 
this  $406  million  which  is  callable  capital  has  not  been  an  expenditure, 
presumably  never  will  be  an  expenditure,  just  as  the  World  Bank  has 
never  had  to  make  a call.  It  is  a highly  unlikely  thing.  Yet  the 
money  has  been  appropriated  in  past  years. 

Mr.  Shriver.  But  has  not  been  paid  in  ? 

Mr.  Killefer.  And  won’t  be  paid  in. 

Mr.  Shriver.  But  you  have  to  have  an  additional  supplemental 
appropriation. 

Mr.  Killefer.  Eight.  But  those  funds  are  used  for  ordinary  bank- 
able loans.  The  funds  we  are  asking  Congress  for  now  are  the  soft 
loan  funds,  those  used  for  repayment  terms  which  are  much  longer  and 
interest  rates  lower. 

Mr.  SHRurER.  It  is  for  a different  purpose  ? 

Mr.  Killefer.  Entirely. 

INCREASE  IN  OPERATING  EXPENSES  OF  THE  BANK 

Mr.  Shriver.  And  you  mentioned,  too,  in  your  testimony  that  there 
is  an  increase  gradually  in  the  cost  of  operating  the  Bank. 

Mr.  Killefer.  Yes,  sir. 

Mr.  Shriver.  How  much  has  that  been,  roughly,  for  a year  ? 

Mr.  Killefer.  Let  me  give  you  the  last  3 years.  Start  with  1962 
as  a full  year  of  operations.  F rom  the  Bank’s  resources  our  net  income, 
after  paying  all  the  costs  of  running  the  Bank — rent,  salaries,  et 
cetera — after  paying  interest  on  outstanding  bonds,  was  $3,409,000. 

In  1963  it  was  $3,775,000. 

In  1964,  last  year,  it  was  $5.9  million. 

The  expenses  in  those  same  years  were  $5.2  million  in  1962;  $6.2 
million  in  1963 ; $7.1  million  in  1964. 

Mr.  Shriver.  And  that  is  because  of  an  increase  in  rents  and 

Mr.  Killefer.  And  size  of  staff.  As  the  projects  get  out  and  you 
have  to  have  more  control  apparatus  it  means  hiring  more  engineers 
to  be  riding  herd  on  the  projects. 

Mr.  Shriver.  Some  is  expansion  ? 

Mr.  Killefer.  Yes,  and  the  other  is  the  normal  kind  of  increases 
any  business  has. 

effect  of  h.s.  contribution  on  balance  of  payments 

Mr.  Shriver.  You  also  discussed  in  your  testimony,  and  you  referred 
to  it  in  your  statement,  that  90  percent  of  the  goods  and  services,  in 
referring  to  the  balance  of  payments,  would  remain  in  this  country. 
Is  this  true  of  the  services  ? 

Mr.  Killefer.  We  are  talking  about  services  now.  You  are  talking 
about  engineering  and  construction  services. 

Wlien  we  say  the  chief  contribution,  that  means  the  engineering 
firms  and  the  building  firms  have  to  be  U.S.  companies. 
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Mr.  Shriver.  But  they  would  be  down  in  those  countries  and  spend- 
ing money  in  those  countries ; would  they  not  ? 

Mr.  Killefer.  True,  but  the  part  that  is  the  payroll  for  their  own 
engineers  is  United  States,  of  course,  and  that  would  not  leave  this 
country.  The  part  that  is  completely  local  capital  is  the  part  which 
comes  under  this  letter  of  credit  procedure  that  I described  before. 

Mr.  Shriver.  So  that  would  not  influence  the  balance-of-payments 
situation  ? 

Mr.  Killefer.  That  is  correct.  We  think  the  balance-of-payments 
effect  will  be  minimal.  I think  Secretary  Dillon  said  he  thought 
somewhere  around  10  percent,  10  to  15  percent,  something  like  that. 

Mr.  Shriver.  Is  the  payment  of  services  within  those  countries 
within  the  10  percent? 

Mr.  Killefer.  That  is  right,  they  will  be  covered  by  the  letters  of 
credit. 

Mr.  Sheh^er.  What  kinds  of  projects  are  these?  Building  roads? 

Mr.  Killefer.  These  will  range  from  highway  projects  to  agricul- 
tural, projects  of  drainage,  for  example.  It  will  include  housing. 
It  will  include  equipment  for  universites,  basic  sciences,  include  things 
in  industry,  very  long  term,  et  cetera.  It  is  a broad  range. 

Mr.  Shriver.  Some  is  labor,  highway  workers,  for  instance? 

Mr.  Killefer.  Yes. 

Mr.  Shriver.  You  still  think  it  would  be  within  the  10  percent  ? 

Mr.  Killefer.  Yes,  sir,  with  this  letter  of  credit  system  being  used. 

Mr.  Passmax.  You  have  certain  commodities  which  will  be  shipped 
out  of  the  United  States  against  these  appropriations  ? 

Mr.  Killefer.  That  is  correct. 

Mr.  Passmax.  In  normal  trade  channels,  before  we  started  this  AID 
program,  when  the  ships  left  the  shores  with  our  commodities,  the 
invoices  went  to  the  representative  of  the  government  to  channel 
through  the  country  for  payment  out  of  tlieir  earnings  from  their 
exports.  That  is  the  way  they  paid  for  our  shipments,  out  of  their 
earnings  from  their  exports,  in  normal  trade  circles  ? 

Mr.  Killefer.  That  is  right. 

Mr.  Passmaist.  If  you  credit  those  nations  free  dollars  by  which 
these  commodities  are  paid  for  out  of  the  taxpayers’  till,  and  inasmuch 
as  Secretary  Dillon  said  we  had  no  right  and  no  way  of  any  internal 
audit,  and  all  nations,  even  the  most  primintive  nations  earn  dollars 
from  their  exports,  wouldn’t  it  follow  that  you  have  no  way  of  prov- 
ing — not  you  but  the  Agency  as  such — but  what  a good  portion  of 
what  goods  we  shipped  out  free,  no  payment  coming  back  in  the  im- 
mediate future,  would  not  normally  have  been  purchased  by  those 
countries,  and  they  would  have  paid  for  it  with  the  dollars  they  earned 
from  their  exports  ? 

Mr.  Killefer.  I cannot  prove  the  exact  amount.  I don’t  think  any- 
one can  beyond  the  amoimt  of  traceable  imports. 

Passman.  But  it  follows,  nevertheless,  that  short-term  demands 
on  our  gold  are  now  in  the  neighborhood  of  $30  billion,  and  during 
the  same  period  of  time  that  foreign  nations  and  foreign  nationals 
built  up  the  $30  billion  in  short-term  claims  they  also  reduced  our 
billion  down  to  $15  billion.  Is  that  a statement  of  fact? 

Mr.  Killefer.  I am  not  a gold  expert,  Mr.  Passman. 

Mr.  Passman.  Does  that  sound  correct  to  you  ? 
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Mr.  Betts.  It  sounds  correct. 

Mr.  Passman.  I will  yield  to  Mr.  Andrews. 

ENCOURAGEMENT  OF  LOAN  PROJECTS  FOR  ECONOMIC  DE^^ELOPMENT 

Mr.  Andrews.  We  talked  about  the  kinds  of  projects  on  which  you 
loan  funds.  Do  you  tend  to  encourage  certain  types  of  development, 
certain  types  of  industrial  developments  in  these  Latin  American 
countries  ? 

Mr.  Killefer.  We  do,  Mr.  Andrews.  There  is  what  you  might  call 
a board  of  directors  of  the  Alliance  for  Progress  of  all  the  countries. 
Its  function  is  to  coordinate  national  plans  which  are  set  up  in  each 
country,  to  pick  priority  projects  for  that  country. 

Priority  projects  are  those  which  earn  foreign  exchange,  to  make 
it  unnecessary  for  that  country  to  continue  importing  something  which 
they  can  just  as  well  make  for  themselves. 

The  Bank  is  represented.  It  is  the  financial  adviser  of  this  board 
of  directors,  which  is  called  CIAP.  The  purpose  of  the  members  of 
the  CIAP  is  to  pick  projects  with  the  highest  priority  from  an  eco- 
nomic development  point  of  view  in  each  country,  and  it  might  vary  as 
between  countries. 

In  a country  as  industrialized  as  Mexico  you  might  have  one  type 
of  project,  whereas  in  a much  more  underdeveloped  country  you  might 
be  reduced  to  a project  for  forest  products,  for  example,  hard  board, 
chip  board,  food  processing,  and  so  on. 

Mr.  Andrews.  Do  you  stimulate  the  types  of  projects  these  nations 
want  or  the  types  of  projects  we  think  they  ought  to  want  ? 

Mr.  Killefer.  "Wliat  we  think  they  ought  to  want.  It  is  interesting 
to  note  that  the  people  who  work  on  the  government  side  nowadays 
it  seems  to  me  are  a new  generation  of  people.  They  have  gone  to  col- 
lege, taken  their  graduate  work  as  often  as  not  in  this  country.  They 
have  gone  everywhere  from  Ohio  State  to  the  University  of  California, 
to  MIT,  and  so  on,  and  they  are  apt  to  be  the  young  people  working  in 
this  field,  and  they  are  very  good. 

Mr.  Andrews.  When  you  say  we  are  stimulating  programs  we  think 
they  ought  to  want,  are  we  wanting  more  and  more  programs  for  them  ? 
Is  this  why  there  is  a buildup  in  this  need  for  these  funds  this  Bank 
can  provide  ? 

Mr.  Killefer.  I suppose  there  is  no  limit  to  the  amount  of  capital 
you  could  wisely  put  into  Latin  America  if  you  continued  to  develop 
new  projects  that  were  possible,  and  take  advantage  of  new  opportuni- 
ties as  they  come  in,  but  the  Bank  does  not  act  officiously  in  saying 
“You  need  this  type  of  a factory  here.” 

Mr.  Andrews.  But  we  are  encouraging  them. 

Mr.  Killefer.  We  are  trying  to  better 

Mr.  Andrews.  We  are  deliberately  trying  to  stimulate  the  use  of 
thisBanl^? 

Mr.  Killefer.  Yes,  not  we  as  a country  so  much  as  all  the  member 
comitries. 

FUNDS  available  TO  THE  BANK  FOR  LENDING 

Mr.  Andrews.  When  we  had  our  arithmetic  lesson  a while  ago,  we 
had  $1,230  million  supplied  by  the  United  States,  $798  million  with 
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other  nations.  We  had  $1,175  million  total  loans  committed,  which 
left  $853  million  worth  to  commit,  and  only  $427  million  disbursed, 
you  still  have  capital  which  can  go  out. 

Perhaps  we  should  get  back  to  a basic  point,  this  Bank  was  estab- 
lished in  1959  ? 

Mr.  Killefer.  That  is  right. 

Mr.  Andrews.  It  began  operations  in  1960  ? 

Mr.  Killefer.  Yes. 

Mr.  Andrews.  It  has  been  operating  now  for  4-plus  years  ? 

Mr.  Killefer.  That  is  true. 

Mr.  Andrews.  On  page  11  of  your  testimony  you  state  that  “it  had 
originally  been  expected  that  the  increase  would  take  effect  on  Decem- 
ber 31,  1964.  This  date  has  now  been  missed,  and  prompt  action  is 
necessary,  as  otherwise  the  Bank  will  have  committed  all  funds  for 
these  important  programs  in  the  next  few  months.” 

You  have  been  in  business  for  over  4 years.  You  have  committed 
$1.2  billion  almost.  You  have  $853  million  left  to  commit. 

Does  this  statement  of  yours  mean  that  you  will  commit  in  the  next 
few  months  as  much  as  you  have  committed  in  the  last  4 years  ? 

Mr.  Killefer.  Ko. 

^Ir.  Andrews.  How  else  can  5^011  interpret  it  ? 

Mr.  Killefer.  Actually  we  have  now  available  from  the  F und  for 
Special  Operations  about  $40  million.  We  had  $219  million  alto- 
gether in  that  fund  to  start  with. 

Mr.  Andreevs.  Of  course,  you  lost  me  in  all  this  window  business.  I 
am  looking  at  $2  billion  available  and  $800  million  left  available  un- 
committed. 

Mr.  Killefer.  But  this  is  not  available  uncommitted.  This  is  sub- 
scribed capital.  It  has  not  been  paid  in.  Countries  have  not  put  it  up. 

Mr.  Andrews.  But  it  is  as  available  as  the  $250  million  will  be  avail- 
able when  we  are  appropriating. 

Mr.  Killefer.  Ko. 

Mr.  Andrews.  Why  not?  Can  you  not  draw  on  this  anytime  you 
need  it  ? 

^Ir.  Killefer.  When  you  first  approach  this  Bank  and  understand 
it,  it  has  been  like  three  separate  banks.  These  three  funds  are  admin- 
istered and  accounted  for  separately  by  law.  We  cannot  mix  the 
funds. 

When  we  are  talking  about  the  ordinary  hard  lending,  wliich  is 
where  most  of  this  subscription  comes  from,  the  funds  we  get  are 
not  those  contributed  by  the  governments  now.  We  received  money  as 
contributions  originally  but  for  the  last  3 years  we  have  been  issuing 
our  own  securities  to  get  our  money.  We  don’t  expect  to  have  further 
contributions  from  the  governments.  Therefore  the  figures  which  go 
to  make  up  this  large  amount  you  just  mentioned,  which  relate  to  the 
ordinary  capital,  are  not  applicable  to  the  soft  loan  operations  of  the 
Bank.  They  cannot  be  under  our  charter. 

You  can  imagine  among  other  things  what  it  would  do  to  the  credit 
rating  of  an  institution  which  has  to  come  to  the  market  to  raise  its 
money.  The  World  Bank  has  precisely  the  same  situation.  We  can- 
not take  those  funds  and  lend  them  out  on  easy  repayment  terms  for 
the  types  of  projects  that  will  be  loaned  to  with  the  funds  we  are  ask- 
ing for  today. 
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Mr.  Andrews.  This  is  where  you  confuse  farmers  on  this  committee 
like  me.  You  either  have  $2  billion  or  you  don’t. 

Mr.  Killefer.  But  you  can  have  two  banks,  one  with 

Mr.  Andrews.  That  is  true.  This  window  business  gets  things 
spread  out  and  more  confused. 

The  point  of  my  original  question  was  this : Are  we  getting  into  a 
big  escalation  in  loaning  funds  by  this  Bank  ? According  to  the  testi- 
mony on  the  record  of  having  almost  half  left  to  commit,  and  accord- 
ing to  your  testimony  here  in  the  record,  that  you  have  a drastic 
need  for  prompt  action  because  otherwise  the  Bank  will  have  com- 
mitted all  the  funds  for  these  important  programs  in  the  next  few 
months,  you  are 

Mr.  Killefer.  That  is  right. 

Mr.  Andrews.  Yes,  but  you  leave  me  with  one  impression.  In  the 
next  few  months  you  will  try  to  obligate  almost  as  much  as  you  have 
in  the  last  4 years.  Is  this  true  or  not  ? 

Mr.  Killefer.  Ko.  We  have  about  $100  million  on  hand  in  these  two 
funds  we  are  now  combining  at  the  present  time.  Yfe  have  in  the 
Bank  about  ready  for  the  Board  of  Directors  $138  million  worth  of 
loan  applications. 

We  are  not  sure  all  of  them  will  be  approved,  but  I assume  more 
than  $100  million  of  them  will  be,  so  that  these  funds  will  be  exhausted, 
I would  think,  by  the  end  of  April.  That  is  the  statement  we  make. 

Mr.  Andrews.  To  get  back  to  the  $1,230  million,  has  this  all  been 
put  in  the  Bank  and  used  ? 

Mr.  Killefer.  Ko.  That  is  the  point  I keep  trying  to  make.  The 
only  part  that  has  been  put  into  the  Bank  which  is  available  for  this 
kind  of  lending  is  the  part  which  went  into  the  Fund  for  Special  Op- 
erations and  the  part  which  went  into  the  Social  Progress  Trust  Fund. 

Mr.  Andrews.  Where  is  the  rest  of  the  $1,200  million? 

Mr.  Killefer.  That  is  the  part  applicable  to  ordinary  capital  which 
is  not  available  for  this  kind  of  lending,  was  not  put  up  by  the  Govern- 
ment in  the  first  place,  but  was  only  subscribed  as  callable  capital 
which  the  Bank  could  use  as  backing  for  its  own  bonds. 

Mr.  Andrews.  But  it  is  not  being  used  where  it  is  ? 

Mr.  Killefer.  Ko;  it  cannot  be.  It  was  not  intended  to  be. 

Mr.  Andrews.  Nonetheless,  it  has  been  appropriated  by  this  com- 
mittee and  this  Congress. 

Mr.  Killefer.  Yes. 

Mr.  Betts.  Only  to  use  as  callable  capital,  if  needed. 

Mr.  Andrews.  Where  is  the  money  right  now,  dollars  represented 
by  this  appropriation  ? Haven’t  they  been  taken  out  ? 

Mr.  Betts.  No. 

Mr.  Killefer.  Still  in  the  Treasury. 

Mr.  Andrews.  Still  earning  interest  for  the  Treasury  ? 

Mr.  Betts.  Yes. 

Mr.  Andrews.  How  much?  If  this  is  the  case  how  much  of  this 
$1,230  million  that  we  have  appropriated  for  this  Bank  is  at  the  pres- 
ent time  in  the  Treasury  earning  interest  for  the  taxpayers  of  this 
country  ? 

Mr.  Betts.  $405  million. 

Mr.  Andrews.  $405  million  is  still  in  the  Treasury  ? 

Mr.  Betts.  It  would  not  be  earning  interest  as  long  as  we  are  in  an 
overall  deficit  financing  situation. 
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Mr.  Passman.  Is  it  not  true  that  regardless  of  the  amount  of  money 
you  appropriate,  it  is  nothing  but  some  ink  and  some  white  paper 
mitil  you  have  actually  made  the  expenditure  and  drawn  the  check? 

Mr.  Betts.  Yes.  Of  course,  it  was  hoped  that  the  callable  capital 
would  never  be  expended.  It  has  to  be  appropriated  before  the  United 
States  can  commit  the  capital  for  use  of  the  Bank. 

ANTICIPATED  EXPENDITURE  RATE 

Mr.  Andrews.  Then  v/e  will  go  around  the  other  way  to  get  the 
answer  to  my  original  question.  Y on  anticipate  in  the  next  few  months 
that  you  will  be  spending  funds  at  a rate  twice,  three  times,  or  how 
great  a rate  compared  to  the  average  rate  over  the  last  4 years  ? 

Mr.  KmLEFER.  At  a rate  slightly  above,  10,  12,  percent,  something 
like  that.  In  other  words,  if  you  take  1962  we  hit  an  average  of  about 
$250  million  or  a little  less. 

We  have  planned  this  $250  million  now  for  about  a year.  It  is  just 
a little  more  than  we  did  in  that  year. 

Mr.  Andrews.  The  answer  is  about  12  percent  above  the  rate  of  the 
last  4 years  ? 

Mr.  Killefer.  Yes. 

Mr.  Andrews.  Thank  you,  Mr.  Chaimian. 

Mr.  Passman.  Off  the  record. 

(Discussion  held  off  ihe  record.) 

Mr.  Passman.  In  summary,  if  you  may,  and  I think  it  helps  both 
sides  of  the  table  to  establish  this  for  the  record,  and  if  I did  not  men- 
tion it  at  the  beginning  I will  mention  it  now : 

Yf'e  have  16  spigots  by  which  foreign  aid  is  available.  It  is  scattered 
in  eight  different  bills.  It  is  really  distributed  through  22  Federal 
agencies. 

Mr.  Killefer.  Ko. 

Mr.  Passman.  That  is  a statement  of  fact.  I will  leave  it  in  the 
record  and  you  will  have  an  extra  suit  if  you  want  to  call  my  hand. 

The  eight  programs  as  such,  fall  in  title  I of  the  Mutual  Security 
Appropriation  Act,  and  that  is  where  the  President  asked  for  $3,380 
million  for  fiscal  1966.  Is  that  correct  ? 

Mr.  IUllefer.  Yes. 

Mr.  Passman.  We  are  dealing  with  an  aid  item  here,  but  this  is  not 
in  the  $3,380  million,  is  it  ?.  This  comes  in  title  II  of  the  bill  this  com- 
mittee handles.  Is  that  correct  ? 

Mr.  Killefer.  I am  not  sure  of  the  title  number  but  it  is  not  included 
in  that  figure. 

Mr.  Passman.  This  item  is  not  in  the  $3,380  million. 

Mr.  Beufs.  That  is  right. 

Mr.  Passman.  This  is  one  of  the  aid  bills  that  I will  mention  in  the 
letter  that  you  shall  get  before  the  week  ends  and  we  will  compliment 
each  other  for  the  good  information  your  Agency  has  helped  me  dig 
up. 

The  AID  Agency  is  quite  an  old  Agency  as  we  think  of  aid.  It  is 
one  of  eight  names  it  has  operated  under  since  its  inception,  but  they 
have  had  broad  experience  in  dealing  with  different  types  of  projects 
throughout  the  world.  W ould  you  agree  ? 

Mr.  Killefer.  Certainly. 
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Mr.  Passman.  Your  criteria  is  ’based  somewliat  on  the  same  criteria 
as  the  mutual  security  development  loans  as  we  refer  to  them. 

Would  you  say  there  is  a similarity  between  the  type  of  project  you 
are  trying  to  accomplish  here  and  what  AID  is  trying  to  accomplish  ? 

Mr.  I^LLEFER.  Yes,  but  there  are  some  fields  we  operate  in  that  they 
don’t,  and  vice  versa. 

JMr.  Passman.  That  is  correct.  It  is  my  understanding  that  in  the 
99  nations  where  we  will  disburse  foreign  aid  fmids  in  fiscal  1965 
that  projects  and  subprojects  are  in  excess  of  4,000,  and  they  build  in 
a contingency  fmid  m practically  every  project  of  approximately  10 
percent  ? 

Mr.  Killefer.  Yes. 

Mr.  Passman-.  Subsequently  when  these  projects  are  brought  to  com* 
pletion,  if  ever,  then  this  contingency  fund  comes  back  into  the  pro- 
gram as  a deobligation.  Do  you  build  the  same  contingency  into  yours 
that  AID  builds  into  theirs  ? 

Mr.  Kelleeer.  Yo. 

Mr.  Passman.  From  April  6 last  year  to  June  30,  funds  have  been 
deobligated  and  reobligated  for  236  other  projects  in  the  amount  of 
$50,065,000.  Wliat  is  even  more  startling  is  that  over  $24  million  of 
these  deobligated  and  reobligated  funds  represented  200  projects 
which  occurred  in  a short  span  of  time  from  June  8 to  Jmie  19.  These 
are  AID’s  figures. 

If  you  operate  on  a similar  basis  for  similar  projects  and  they  have 
a policy  of  building  in  a contingency  fund,  subject  to  correction,  of 
10  percent,  and  they  do  find  that  m a short  period  of  a few  days  they 
deobligate  funds  from  over  200  projects,  and  I mean  this  and  do  not 
mean  it  sarcastically,  why  don’t  you  get  together  with  the  people  down 
at  AID  and  show  them  how  you  do  this?  They  are  either  wrong 
or  you  are  wrong.  Do  you  get  my  point  ? 

Mr.  Killefer.  I get  your  point,  ail  right. 

Mr.  Passman.  This  is  AID  and  not  Passman. 

Mr.  Killefer.  Either  Mr.  Bell  or  whatever  spokesman  of  the  AID 
Agenc}'  -would  answer  that.  This  is  from  the  committee  report  ? 

Mr.  Passman.  That  is  an  extract  from  the  conmiittee  report. 

Mr.  Killefer.  I cannot  answer  that,  Mr.  Passman. 

Mr.  Passman.  I am  making  this  suggestion  because  I am  trying  to 
learn  to  get  along  with  people  and  have  them  like  me  as  I like  them. 
However,  when  you  run  into  the  things  we  rim  into  in  this  committee, 
you  either  have  to  learn  to  be  hmnorous  or  get  an  extra  pad  in  your 
cell.  It  will  have  to  be  one  or  the  other.  I think  I am  getting  ready 
for  the  padded  cell. 

When  they  build  in  a contingency  of  about  10  percent  m these  proj- 
ects and  they  have  a system  of  obligating  funds,  and  after  we  go  home, 
or  sometime  during  the  year,  they  deobligate  and  reobligate,  in  a tre- 
mendous number  of  projects  and  we  should  find  out  whether  they  are 
right  or  not.  If  you  don’t  do  it  that  way,  I like  your  system  better. 

When  you  come  up  next  time,  we  want  to  find  out  how  you  do  it  and 
why  you  can  do  the  same  thing  without  contingencies  built  in.  That  is 
not  on  every  project  but  on  the  capital  projects. 

It  has  been  interesting  and  we  thank  you  very  much.  I am  sure  you 
will  hear  about  the  action  of  the  committee  before  too  many  more  sims 
come  up  and  go  down,  and  we  look  forward  to  a pleasant  exchange 
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■^ith  you  on  these  matters  when  you  come  back  after  the  other  $250 
million. 

Mr.  Killefer.  Thank  you  very  much,  Mr.  Passman. 

Does  the  committee  have  anj-  idea  when  you  would  like  me  back  up  ? 
I am  available  at  any  time. 

Mr.  Passmax.  Off  the  record. 

(Discussion  off  the  record.) 

Mr.  Passman.  Gentlemen,  we  thank  you  for  your  information. 


'Wednesday,  March  IT,  1965. 
PEACE  COPPS 

WITISTESSES 

SARGENT  SHRIVER,  DIRECTOR 

WARREN  W.  WIGGINS,  ASSOCIATE  DIRECTOR  FOR  PROGRAM 
DEVELOPMENT  AND  OPERATIONS 
MAX  MEDLEY,  ASSOCIATE  DIRECTOR  EOR  MANAGEMENT 
WILLIAM  JOSEPHSON,  GENERAL  COUNSEL 

JOSEPH  A.  HAYS,  SPECIAL  ASSISTANT  FOR  CONGRESSIONAL 
AFFAIRS 

CHARLES  S.  HOUSTON,  M.D.,  SPECIAL  ASSISTANT  TO  THE  DIRECTOR 
NORMAN  KARSH,  DIRECTOR,  BUDGET  AND  FINANCE 
CHESTER  R.  LANE,  DIRECTOR,  DIVISION  OF  CONTRACTS 
FRANK  MANKIEWICZ,  REGIONAL  DIRECTOR  FOR  LATIN  AMERICA 

Transfer  of  Funds  From  Program  Account  to  Administrative 

Account 

Mr.  Passman.  We  shall  now  consider  the  $1,858,000  estimate  for  the 
Peace  Corps  as  contamed  in  House  Docimient  80.  Tliis  is  not  a request 
for  an  additional  appropriation.  It  is  merely  a request  to  transfer 
funds  from  the  regular  appropriation  to  the  administrative  expenses 
account.  Is  that  correct  ? 

Mr.  Shri\t:r.  Yes,  sir. 


General  Statement 

Mr.  Passman.  Without  objection,  we  shall  insert  your  general  state- 
ment in  the  record  at  this  point. 

(The  statement  follows :) 

Statement  of  Sargent  Sheut:r,  Director,  Peace  Corps 

Mr.  Chairman  and  members  of  the  committee,  thank  yon  very  much  for  asking 
me  to  testify  today.  I am  here  to  request  a transfer  of  $1,858  million  already  ap- 
propriated for  Peace  Corps  purposes  in  1965  from  our  “program’'  account  to  our 
“administrative”  account.  We  do  not  ask  for  any  additional  money. 

Our  request  is  necessary  to  pay  the  following  costs  : 

Increased  costs  arising  from  the  new  Government  Employees  Salary 


Reform  Act $658,  000 

Incountry  travel  overseas  by  Peace  Corps  representatives  and  doctors-  531,  000 

Rent,  communications,  and  other  oversea  administrative  items 313,  000 

Reimbursement  to  Department  of  State 240,  000 

Departmental  expenses  in  the  United  States 116,  000 


Total 1,  858,  OOO 


44-864—65 32 
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1.  The  largest  item  is  $658,000  for  increased  Federal  employees’  salaries. 
This  item  is  similar  to  those  submitted  by  the  President  on  behalf  of  other 
Government  agencies. 

2.  The  second  item  is  $531,000  for  travel  within  foreign  countries  by  Peace 
Corps  representatives  and  Peace  Corps  physicians.  Fifteen  months  ago  we 
estimated  that  such  oversea  travel  would  require  $1  million  in  fiscal  year  1965. 
We  made  a bad  mistake  in  this  estimate.  After  all  our  bills  were  finally  tabu- 
lated for  1964,  we  discovered  that  we  had  obligated  more  in  fiscal  year  1964, 
$1,166  million,  than  we  had  requested  for  fiscal  year  1965,  despite  the  large 
expansion  in  PCV’s  and  staff  overseas.  Our  current  estimate  for  fiscal  year 
1965  is  $1,531  million.  In  comparison  with  fiscal  year  1964  we  have  47  percent 
more  volunteers  and  in  76  percent  more  locations.  We  should  have  predicted 
this  increased  funding  requirement. 

3.  Miscellaneous  administrative  costs  overseas  were  similarly  miscalculated 
at  $1.94  million.  Now  we  know  that  this  is  low  by  about  $313,000.  This  in- 
cludes rental  of  office  and  residential  space  abroad,  procurement  and  shipment 
abroad  of  equipment  and  supplies,  communications,  and  related  matters.  I 
assure  you  that  the  Peace  Cories’  obligations  for  these  items  have  been  kept  to 
the  absolute  minimum.  They  are  still  less  than  similar  costs  for  any  other 
U.S.  operation  abroad. 

4.  The  estimate  of  the  Department  of  State  on  the  cost  to  the  Department 
for  the  administrative  support  it  furnishes  to  the  Peace  Corps  overseas  is 
$240,000  too  low.  Our  request  includes  $240,000  for  reimbursement  of  the  De- 
partment of  State. 

5.  All  the  previous  items  have  been  for  oversea  operations.  For  departmental 
obligations  in  the  United  States  the  net  total  additional  administrative  require- 
ment is  $116,000.  This  results  from  a higher  level  of  travel  than  previously 
estimated.  This  higher  level  of  travel  has  been  substantially  offset  by  reduc- 
tions in  other  departmental  expenses.  This  is  shown  in  the  table  on  page  3 of 
the  justifications  we  have  submitted  to  you.  Our  estimate  for  Washington 
travel  was  also  bad.  We  thought  we  could  get  by  on  the  same  level  as  in 
fiscal  year  1964.  But  here  also  we  didn’t  estimate  the  full  effect  of  a larger 
training  program  in  1965.  This  involves  more  selection  and  training  visits  to 
universities  as  well  as  an  increase  in  our  recruiting  trips. 

In  summary,  those  are  the  reasons  we  are  asking  the  transfer  of  funds  from 
the  “program”  account  to  the  “administrative”  account.  I will  be  glad  to  answer 
any  question  you  may  have. 

Thank  you. 

PEACE  CORPS— PROPOSED  INCREASE  TO  THE  LIMITATION  FOR 

ADMINISTRATION  AND  PROGRAM  SUPPORT  COSTS,  FISCAL  YEAR 

1965 

Fiscal  Year  1965  Administrative  Expenses 

CONGRESSIONAL  PRESENTATION 

In  the  1965  supplemental  budget  message,  the  President  included  language  to 
increase  the  administrative  expense  limitation  of  the  Peace  Corps  from 
$20,850,000  to  $22,708,000. 

The  need  for  this  increase  may  be  summarized  as  follows  : 


Original  limitation $20,  850,  000 

Increase  for  pay  act  costs $658,  000 

Increase  for  other  administrative  exiienses 1,  200,  000  1,  858,  000 


Total 22,  708,  000 


The  Peace  Corps  is  not  requesting  the  appropriation  of  additional  fimds.  The 
increased  administrative  expenses  totaling  $1,858,000  can  be  financed  by  repro- 
graming this  amount  from  the  volunteer  and  project  funds. 

Every  effort  has  been  made  to  reduce  costs.  To  accomplish  this,  the  Peace 
CoiTDS  has  examined  all  areas  of  administrative  expenses. 

Detailed  reviews  of  individual  transactions  were  made,  and  improvements  in 
procedures  were  adopted.  This  has  had  significant  results.  Specific  actions 
which  have  been  taken  in  fiscal  year  1965  to  reduce  costs  are  identified  on  page  5 
of  this  justification. 

A summary  of  the  combined  revised  financial  requirements  for  fiscal  year  1965 
is  contained  in  .the  following  table. 
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Total 

Volunteer 
and  project 
costs 

Administra- 

tion 

•V  pproor'  atiou  - 

$104,100, 000 
0 

$83, 250, 000 
-1,858,000 

$20, 850, 000 
-f-1,858,  000 

p*  roposGcl  rc pro ling  

Tptfll  - 

-104,100,  000 

81,392,  000 

22, 708, 000 

Increased  administrative  expenses 

Of  the  additional  $1,200,000  required  for  administrative  expenses  in  fiscal  year 
1965,  $1,084,000  is  needed  to  support  oversea  operations,  and  $116,000  for  the 
Washington  headquarters.  The  financial  status  of  each  area  and  the  reasons  for 
requiring  these  additional  funds  are  as  follows : 


Oversea  operations 


[In  thousands  of  dollars] 


Previous 

estimate 

(1) 

Pay  raise 
(2) 

Adjusted 

total 

(3) 

Current 

estimate 

(4) 

Difference 
(col.  4 less 
col.  3) 

(5) 

Personnel 

4, 468 

250 

4, 718 

4,718 

0 

Travel 

1,000 

0 

1,000 

1, 531 

-1-531 

Administrative  support 

1,  750 

0 

1, 750 

1, 990 

-1-240 

Other 

1,984 

0 

1, 984 

2, 297 

-f313 

Total 

9,202 

250 

9, 452 

10,  536 

+1,084 

The  previously  estimated  cost  of  oversea  travel,  of  $1  million  in  fiscal  year 
1965,  was  based  on  an  anticipated  amount  in  fiscal  year  1964  of  $950,000.  xlctual 
obligations  for  fiscal  year  1964  totaled  $1,166,000,  This  underestimation  was 
carried  forward  into  fiscal  year  1965.  Travel  costs  of  the  oversea  staff  will 
require  $531,000  more  than  was  previously  estimated.  This  increase  is  directly 
attributable  to  the  increasing  number  and  widespread  locations  of  volunteers.  It 
is  the  responsibility  of  the  Peace  Corps  representative  and  his  staff  located  over- 
seas to  insure  that  the  well-being  of  all  volunteers  is  maintained.  This  requires 
considerable  travel  to  the  various  locations  by  the  Peace  Corps  oversea  staff. 
The  annual  estimate  of  $1,531,000  is  considered  the  minimum  required.  Obliga- 
tions as  of  December  31, 1964,  were  $613,000. 

Administrative  support  provided  to  the  oversea  staff  by  the  State  Department 
will  require  an  additional  $240,000  above  the  amount  previously  estimated. 
The  previous  estimate  of  $1,750,000  was  based  upon  the  direct  cost  of  oversea 
administrative  support  previously  provided  by  both  the  Agency  for  International 
Development  and  the  State  Department.  In  fiscal  year  1965,  all  administrative 
support  is  being  provided  by  the  State  Department.  Under  the  joint  adminis- 
trative support  program  administered  by  the  State  Department,  all  benefiting 
agencies,  of  which  the  Peace  Corps  is  now  one,  contribute  a proportionate  share 
of  the  total  expense.  This  includes  both  direct  and  indirect  costs,  such  as,  sal- 
aries for  supervision,  home  leave  and  oversea  allowances  of  State  Department 
personnel,  cost  of  security  services,  and  general  office  expense  of  the  embassy 
administrative  section.  The  $240,000  increase  is  entirely  for  this  purpose. 

In  addition  to  the  above,  $313,000  will  be  required  to  finance  increased  costs  of 
office  and  residential  space,  procurement  and  shipment  of  supplies  and  equip- 
ment, and  other  miscellaneous  services  such  as  repair  and  maintenance  of  equip- 
ment, communication  services  and  utilities,  and  other  items  related  to  adminis- 
trative operations.  Obligations  through  December  31,  1964,  for  these  items 
amount  to  $1,162,000. 
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Washington  headquarters 


[In  thousands  of  dollars] 


Previous 

estimate 

(1) 

Pay  raise 
(2) 

Adjusted 

total 

(3) 

Current 

estimate 

(4) 

Difference 
(col.  4 less 
col.  3) 

(5) 

Personnel 

6,  812 

408 

7,220 

7, 273 

-1-53 

Travel 

1,400 

0 

1,400 

1, 716 

-1-316 

Research 

690 

0 

690 

640 

-56 

Other 

2, 746 

0 

2, 746 

2, 543 

-203 

Total - 

11,  648 

408 

12, 056 

12, 172 

4-116 

Of  tlie  total  additional  requirement  of  $1,200,000,  only  $116,000  will  ^e  for  the 
Washington  headquarters.  The  amount  has  been  kept  to  a minimum  by  off- 
setting increases  in  personnel  and  travel  with  decreases  in  research  and  all  other 
type  costs.  The  travel  increase  is  required  for — 

A broader  dissemination  of  information  about  Peace  Corps  opportunities. 
Printed  material  is  less  effective  than  face-^to-face  discussion.  Thus,  we  are 
making  a larger  effort  to  reach  people  that  have  not  been  contacted  in  areas 
not  previously  covered  on  a face-to-face  basis.  This  effort  has  been  worth- 
while as  applications  continue  to  rise  in  numbers. 

Conduct  of  selection  boards.  Selection  specialists  and  program  develop- 
ment officials,  having  knowledge  of  the  problems  to  be  faced  in  the  countries 
to  which  volunteers  are  going,  must  make  decisions  as  to  which  trainees  are 
selected  for  volunteer  service  and  those  to  be  “selected  out”  in  approving 
someone  for  volunteer  service.  This  is  accomplished  at  “selection  board” 
meetings  at  the  training  sites  during  and  at  the  completion  of  training. 

Specific  actions  which  have  been  taken  to  reduce  costs  in  fiscal  year  1965  are  as 
follows : 

1.  New  administrative  regulations  have  been  issued  to  hold  travel  expenses 
to  a minimum.  The  regulations  provide  for  the  downward  adjustment  of  domes- 
tic per  diem  rates  whenever  the  cost  of  lodging  is  less  than  $8  per  day.  Similar 
adjustments  have  been  made  for  oversea  travel.  It  is  too  early  to  predict  the 
savings  to  be  realized  by  this  change. 

2.  Planned  employment  of  the  Peace  Corps,  as  originally  included  in  the  fiscal 
year  1965  budget,  was  estimated  at  1,250.  Current  plans  provide  for  employment 
of  1,110  by  June  30,  1965,  a reduction  of  140  positions.  On  the  same  date,  we 
expect  to  have  14,390  volunteers  and  trainees.  This  will  give  us  a ratio  of  staff 
to  volunteers  of  1 to  13 — the  best  in  Peace  Corps  history. 

3.  Renegotiation  of  a contract  for  the  distribution  and  showing  of  a Peace 
Corps  film  for  recruitment  purposes  has  resulted  in  a savings  of  $26,000. 

4.  Overtime  work,  previously  worked  by  full-time  staff  personnel  at  premium 
rates,  is  now  being  performed  by  part-time  help  at  reduced  pay  rates.  This^is 
estimated  to  result  in  a savings  of  $25,000. 

5.  Mailing  lists  of  Peace  Corps  publications  have  been  reduced  with  a resultant 
savings  of  $22,000. 

6.  Elimination  of  approximately  10,000  duplicate  files  and  the  utilization  of 
less  expensive  files  will  reduce  costs  by  $12,000. 

7.  Use  of  oversea  staff  for  completion  of  service  conferences,  instead  of  a Wash- 
ington staff  member,  is  estimated  to  save  $15,000. 

8.  Elimination  of  the  requirement  for  a training  officer  to  attend  selection  con- 
ferences will  save  approximately  $7,500. 

9.  Conversion  from  manual  operations  to  automatic  data  processing  equipment 
will  save  an  annual  amount  of  $28,000. 

10.  Several  other  miscellaneous  items,  such  as,  the  use  of  form  letters,  reduced 
number  of  copies  of  duplicated  material,  improved  filing  systems,  and  similar 
administrative  procedural  improvements  have  been  effected. 
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Summary — Administrative  expenses  hy  object  class 


fin  thousands  of  dollars] 


July  to 
December 
actual 

January 
to  June 
estimate 

Total 

Previous 

estimate 

Difference 

Personnel  compensation.. 

5,456 

5,  555 

11,  on 

10, 330 

+681 

Benefits 

463 

517 

980 

950 

+30 

Travel  and  transportation 

1,444 

1,803 

3, 247 

2, 400 

+847 

Transportation  of  things 

186 

276 

462 

500 

-38 

Rents,  communications,  and  utilities 

974 

559 

1,  533 

1, 600 

-67 

Printing - 

299 

169 

468 

410 

+58 

Other  services.. — . 

411 

437 

848 

800 

+48 

Research 

217 

423 

640 

690 

-50 

Administrative  support 

1, 077 

1,325 

2,  402 

2, 162 

+240 

Other  Government  agencies 

290 

147 

437 

363 

+74 

Supplies  and  materials 

227 

178 

405 

400 

+5 

Equipment — 

198 

77 

275 

245 

+30 

Total.... 

11,  242 

11,466 

22, 708 

20, 850 

+1, 858 

Fiscal  Year  1965  Program  Funds 

Increased  financial  requirements  for  administrative  expenses  have  been  offset 
by  comparable  decreases  in  program  funds.  The  fiscal  year  1965  congressional 
appropriation  made  available  $83,250,000  for  volunteer  and  project  costs.  From 
this  amount,  the  Peace  Corps  has  been  able  to  reprogram  $658,000  to  meet  the 
increased  funding  made  necessary  by  the  pay  raise,  and  is  now  proposing  to  re- 
program an  additional  $1,200,000  for  other  administrative  expenses  identified  in 
this  request.  This  is  reflected  in  the  following  table : 

Volunteer  and  project  costs  included  in  fiscal  year  1965  appropria- 


tion  $83,250,000 

Less : 

Pay  raise —658,  000 

Reprogram  to  administrative  expenses —1,  200,  000 


Balance 81,  392,  000 


We  have  been  able  to  make  provision  for  the  required  $1,858,000  for  adminis- 
trative expenses  through  a delay  in  the  input  of  approximately  800  additional 
volunteers  from  the  fall  1964  program  to  programs  commencing  in  June,  July,  and 
August  of  1965.  Previous  planning  contemplated  the  input  of  approximately  1,800 
in  the  fall  of  1964  and  about  1,000  entered.  Because  these  trainees  will  enter  at 
the  end  of  program  year  1965,  many  of  the  costs  for  these  volunteers  will  be 
charged  against  fiscal  year  1966  instead  of  a charge  against  fiscal  year  1965  as 
previously  anticipated.  These  fiscal  year  1965  program  “savings”  approximate 
the  equivalent  requirement  for  the  increase  in  administrative  funds  for  this  year. 

As  of  December  31,  1964,  there  were  9,391  volunteers  either  in  training  or  over- 
seas for  the  following  areas : 


Region 

In  training 

In  host 
country 

Total 

Africa 

379 

2,728 

3, 107 

Far  East 

2 

1,  062 

1,064 

Latin  America 

448 

3, 264 

3,  712 

North  Africa,  Near  East,  and  south  Asia 

76 

1, 432 

1,  508 

Total 

905 

8, 486 

9,391 

It  is  estimated  that  10,470  will  be  entered  into  training  for  the  1965  program. 
As  of  December  31,  1964,  1,076  have  already  been  entered.  The  major  input 
of  trainees  will  occur  in  the  summer  of  1965,  when  graduating  students  and 
university  faculty  and  facilities  will  be  available.  It  is  also  estimated  that  on 
August  31,  1965,  there  will  be  14,980  volunteers  either  in  training  or  in  the 
country  of  assignment. 
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Mr.  Px\ssMAN.  $658,000  of  the  $1,858,000  represents  mandatory  sal- 
ary increases;  is  that  correct? 

Mr.  Shrtver.  That  is  correct. 

Mr.  Passmais".  And  the  balance  of  the  estimate  is  explained  in  the 
Director’s  statement,  which  is  brief  and  completely  self-explanatory. 
There  could  be  a lot  of  questions  asked  about  this  item  but  I have 
never  had  any  question  about  your  high  integrity,  Mr.  Shriver.  We 
could  interrogate  the  rest  of  the  afternoon  about  how  you  happened 
to  misjudge  these  expenses.  However,  nothing  could  be  accomplished 
with  that  type  of  examination  at  this  time.  I can  only  say  so  far 
as  I am  concerned,  knowing  that  you  have  established  a criteria  by 
which  you  are  operating,  that  your  expenditures  thus  far  this  year 
are  running  at  a level  substantially  liigher  than  your  last  year’s 
estimate,  and  inasmuch  as  you  have  programed  according  to  that 
level,  I will  personally  recommend  and  vote  to  give  you  the  right  to 
transfer  these  funds  from  the  operating  fund  into  the  administrative 
expense  fund.  When  you  come  back  on  the  fiscal  1966  program, 
perhaps  the  two  of  us  can  tighten  this  up  and  there  will  not  be  a 
repetition  of  this  next  year. 

PEACE  CORPS  POUI.TRY  PROJECT  IN  INDIA 

Before  I yield  to  Mrs.  Hansen  I do  want  to  say  we  did  have  a very 
informative  visit  with  Dr.  Charles  S.  Houston  out  in  India. 

Doctor,  you  have  returned  for  a tour  of  duty  in  Washington? 

Dr.  Houston.  Yes,  sir. 

Mr.  Passman.  You  were  doing  a tremendous  job  in  India.  The 
Indians  we  met  at  one  or  two  of  the  projects  certainly  shared  your 
enthusiasm.  I don’t  know  of  anything  we  could  do  which  would 
mean  any  more  to  humanity  than  to  see  that  this  chicken  program  is 
developed  throughout  India.  A good  part  of  those  people,  perhaps 
half  of  them,  are  vegetarians  and  are  not,  in  reality,  meat-eaters, 
but  it  is  my  miderstanding  that  you  have  had  some  success  in  train- 
ing them  to  eat  fowl. 

I would  like  to  ask  one  or  two  questions  on  that  score  before  I yield. 
What  success  have  you  had,  Mr.  Shriver,  in  training  those  Indians, 
who  are  vegetarians,  to  eat  poultry? 

Mr.  Shriver.  I would  like  Dr.  Houston  to  discuss  that.  He  is 
now  special  assistant  to  me  in  Washington  working  on  the  Peace- 
Corps  medical  program.  He  also  has  a map  of  India  with  him. 

Mr.  Passman.  We  shall  look  at  it  later.  Give  us  a brief  statement 
on  the  success  you  have  had,  Doctor. 

Dr.  Houston.  It  is  not  a matter  of  training  them  to  eat  eggs.  We 
wouldn’t  want  to  train  them  to  do  anything  like  that.  Their  objec- 
tions are  religious  objections.  They  don’t  like  to  take  or  to  eat  life. 
A nonfertile  egg  which  has  not  had  the  benefit  of  a cockerel  in  a hen- 
house is  not  objectionable  to  them.  Once  this  is  made  clear  to  them, 
they  will  eat  eggs  without  objection.  It  is  not  a matter  of  training 
but  pointing  out  that  this  is  a nonviable  tiling  they  are  eating. 

Mr.  Passman.  What  is  the  difference  between  training,  teaching, 
pleading,  begging,  or  whatever  you  want  to  call  it  ? I was  trying  to 
be  very  complimentary.  I am  willing  to  substitute  the  word  “teach- 
ing.” If  you  want  to  you  can  say  you  are  “pointing  out  the  ad- 
vantages,” I don’t  care  what  terminology  you  use. 
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You  told  us  they  were  vegetarians  and  they  wouldn’t  eat  eggs  where 
a rooster  had  been  around,  and  you  were  breaking  down  that  custom. 

If  I used  the  wrong  terminology  it  is  because  I am  not  an  M.D. 
Use  whatever  term  you  want.  Tell  me  how  you  are  getting  along 
imparting  your  knowledge  to  these  people — those  used  to  eating  vege- 
tables— and  that  they  are  in  reality  eating  vegetables  rather  than  eggs. 

Dr.  Houston.  We  are  training  them  that  eggs  which  have  not  been 
fertilized  are  not  living  organisms  but  are  vegetarian. 

Mr.  Passman.  Off  the  record. 

(Discussion  off  the  record.) 

Mr.  Passman.  What  is  your  progress?  Is  it  substantial,  mediocre, 
or  what? 

Dr.  Houston.  I don’t  think  we  can  say  that  so  many  more  people 
are  eating  eggs  than  were  eating  them  when  we  started  but  we  know 
fi’om  conversations  around  the  country  that  more  people  are.  I can’t 
give  you  a number. 

Mr.  Passman.  How  many  chickens  are  they  raising  out  there  per 
month  ? 

Dr.  Houston.  The  chickens  the  Peace  Corps  is  directly  responsible 
for  are  doubling  in  number  every  6 months. 

Mr.  Passman.  That  could  be  4.  Give  us  the  production.  You  said 
“double”  without  telling  us  what  you  started  with. 

Dr.  Houston.  At  last  count  when  I left  India,  and  I left  in  Decem- 
ber, we  were  directly  responsible  for  something  over  275,000  chickens. 
Sixty-five  percent  were  laying  an  egg  a day;  10  or  15  percent  of  the 
native  chickens  laid  an  egg  a day,  so  we  are  not  only  producing  more 
chickens  but  cliickens  that  laid  more  eggs. 

Mr.  Passman.  How  broad  is  your  program  out  there? 

Dr.  Houston.  It  is  not  my  program  now,  unfortunately. 

Mr.  Passman.  I thought  if  you  were  part  of  the  Peace  Corps  you 
were  part  of  the  Government.  We  always  refer  to  “our  Government.” 
If  you  want  to  put  it  on  another  basis  that  is  all  right. 

Your  successor  who  is  training  these  people  to  eat  chickens  and  eggs, 
since  he  is  not  here  to  testify,  and  I am  interested  in  this  program  and 
I am  trying  to  help  you,  is  the  program  just  around  New  Delhi  or  is 
it  throughout  the  country  ? 

Dr.  Houston.  All  over  India.  I have  been  given  the  numbers  of  the 
different  locations  as  shown  on  this  map. 

Mr.  Passiman.  You  may  insert  it  in  the  record. 

Dr.  Houston.  They  were  only  in  this  State  [indicating  Punjab] 
when  I got  there.  A few  days  later  we  were  spread  out  in  the  points 
shown.  Green  dots  show  locations  where  volunteers  arrived  while  I 
was  there.  The  red  dots  indicate  where  volunters  have  arrived  in  the 
last  month  or  two.  Volunteers  are  scattered  all  over  India  now. 

Mr.  Passman.  Have  you  counted  them  so  you  can  put  it  in  the 
record  ? 

Dr.  Houston.  I have  the  figures  here. 

Mr.  Passman.  Insert  those  figures  in  the  record. 

In  all  probability  you  will  return  later  to  testify  on  the  regular 
appropriation  ? 

Dr.  Houston.  As  of  J une  30, 1964,  in  training  for  India,  or  in  India, 
there  were  266  volunteers.  As  of  August  31,  1964,  in  training  for 
India,  or  in  India,  there  were  315. 
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As  of  February  28, 1965,  in  training  or  in  India  there  were  485. 

Mr.  Passman.  Thank  you  very  much.  That  is  the  1966  program? 

Dr.  Houston.  The  485  volunteers  are  in  the  1965  program. 

Mr.  Passman.  I wanted  to  compliment  you  on  the  egg  program. 

Before  I yield,  we  also  visited  with  your  Peace  Corpsmen  in  Bang- 
kok. We  had  a nice  session  there.  About  22  of  the  volunteers  came  in 
to  see  us.  We  discussed  some  of  the  mutual  problems  of  our  country 
and  some  of  the  things  they  were  confronted  with.  We  found  them 
very  dedicated,  extremely  anxious  to  answer  questions,  give  us  reports 
on  what  they  were  doing,  where  they  were  serving,  and  so  on. 

At  some  later  date  when  you  come  back  we  will  get  a bit  more  into 
the  exchange  of  ideas  we  had  from  your  people  out  in  Bangkok. 

Mr.  CoHELAN.  Mr.  Chairman,  I will  be  glad  to  proceed  in  my  turn. 

Mr.  Passman.  I have  no  further  questions,  Mr.  Shriver. 

Mr.  Booney.  In  view  of  the  fact  that  I have  been  unable  to  be 
present  earlier  this  afternoon  because  I was  holding  hearings  in  the 
next  room  on  the  Maritime  Administration,  I have  just  a question  pr 
two. 

Mr.  Shriver,  this  is  a request  for  transfer  of  $1,858  million  in  funds 
which  you  presently  have  for  program  purposes,  to  administrative 
purposes  ? 

Mr.  Shriver.  That  is  correct ; yes,  sir. 

Mr.  Booney.  It  does  not  entail  the  expenditure  of  additional  tax- 
payers’ moneys? 

Mr.  Shriver.  That  is  correct. 

Mr.  Booney.  You  already  have  these  fimds  in  your  program  ac- 
count, is  that  right  ? 

Mr.  Shriver.  That  is  correct. 

CONSEQUENCES  TO  PROGRAM  IF  ESTIMATE  IS  NOT  APPROVED 

Mr.  Booney.  I find  that  on  the  first  page  of  your  statement  you  have 
detailed  this  $1,858  million  and  broken  it  down  into  five  different  items. 
I would  like  to  know  what  the  consequences  would  be  to  the  Peace 
Corps  program  if  this  committee  saw  fit  not  to  allow  the  amounts 
requested. 

TRAVEL  EXPENSE 

Mr.  Shriver.  If  the  committe  did  not  allow  the  amount  of  $531,000 
for  incountry  travel  overseas  by  Peace  Corps  representatives  and  doc- 
tors, the  consequences  in  a country  like  India,  for  example,  would  mean 
that  Peace  Corps  staff  members  would  not  be  able  to  go  out  and  visit 
the  volunteers  in  these  different  locations,  giving  them,  as  we  call  it, 
counsel,  guidance,  and  supervision. 

Mr.  Rooney.  Would  that  be  good  or  bad? 

Mr.  Shriver.  It  would  be  bad.  Doctors  would  not  be  able  to  visit 
the  volunteers  as  much  as  they  think  is  necessary  for  medical  pur- 
poses. We  call  it  preventative  health.  India  merely  typifies  the  gen- 
eral situation.  We  have  found  that  more  frequent  visits  by  the  staff 
and  by  the  doctors  who  are  part  of  the  staff,  to  the  volunteers  in  the 
work  locations,  helps  improve  the  quality  of  the  job  done  abroad.  If 
we  didn’t  get  the  $531,000,  the  amount  of  such  incountry,  oversea 
travel  would  be  severely  reduced.  I think  the  program — I know  the 
program  would  be  injured. 
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BENTS,  COMMUNICATIONS,  AND  OTHER  ADMINISTEATR^  SERVICE 

The  next  item,  $313,000  in  rents,  communications,  and  other  oversea 
administrative  items,  would  be  similar  m that  we  are  expanding  our 
program  abroad.  The  niunber  of  volunteers  and  consequently  the 
number  of  the  staff  goes  up,  and  if  we  can’t  lease  appropriate  facilities, . 
or  if  we  can’t  send  necessary  cables  back  and  forth,  the  program  is 
hampered.  The  reimbursement  to  the  Department  of  State  means 

Mr.  Kooxet.  They  have  sent  you  a bill  for  those  services  ? 

Mr.  SHRm:R.  If  they  sent  us  a bill  for  that  we  wouldn’t  be  able  to 
pay  it.  Since  you  are  the  chairman  of  that  subcommittee,  I am  sure 
you  know  more  about  what  that  would  mean  to  the  State  Department 
than  I do. 

DEPARTMENTAL  EXPENSES 

The  $116,000  departmental  expenses  in  the  United  States,  the  last 
item,  is  concerned  vdth  a variety  of  items,  but  one  of  the  most  important 
is  the  travel  within  our  own  country.  Employees  of  our  agency  must 
go  to  universities  and  negotiate  training  programs  as  well  as  supervise 
the  quality  of  the  training  given  by  the  university. 

In  addition,  employees  go  out  to  help  select  the  volunteers  who  will 
be  sent  abroad.  If  we  have  100  people  training,  let’s  say,  at  Kansas 
University,  we  have  a selection  board  meeting  around  a table  like  this 
and  we  send  people  from  Washington,  experts  in  selection,  who  deter- 
mine who  is  to  go  overseas  for  the  Peace  Corps.  Every  time  they  go 
out  to  one  of  these  selection  boards  it  costs  money. 

Finally,  we  have  the  job  of  going  around  the  country  and  inform- 
ing people  about  opportunities  for  Peace  Corps  service.  If  we  didn’t 
have  the  $116,000,  we  would  have  to  seriously  curtail  and  probably 
cut  back  by  25  to  30  percent  the  amount  of  such  travel  that  we  could  do 
within  the  continental  United  States. 

PAY  ACT  COSTS 

Mr.  Kooxet.  You  didn’t  refer  to  the  first  item  which  is  the  $658,000' 
for  the  usual  expenses  of  the  pay  raise  that  was  voted  last  year. 

Mr.  Shria^r.  That  is  right. 

Mr.  Kooxey.  Over  what  period  of  time  were  these  amounts  figured  ? 
To  cover  how  much  of  fiscal  year  1965  ? 

Mr.  Shriver.  This  would  cover  the  last  quarter,  if  I understand 
correctly. 

Mr.  Medley.  Funds  for  the  pay  raise  are  from  July  5, 1964. 

Mr.  Rooxey.  I have  no  further  questions,  Mr.  Chairman. 

EFFECT  ox  EXPEXDITTJRES  IF  ESTIMATE  IS  APPRO^mD 

Mr.  Passmax.  I did  not  intend  to  ask  any  questions — I said  that  at 
the  beginning  of  the  hearing,  that  I was  going  to  recommend,  as  far 
as  my  vote  is  concerned,  giving  ^mu  everything  you  have  asked  for. 
I should  like  to  state  for  the  record  that  I covered  the  mar^datory  items ^ 
and  the  other  items  in  the  beginning.  I believe  in  response  to  Mr. 
Rooney’s  question  about  the  transfer  of  fimds  not  affecting  expendi- 
tures, in  my  interpretation  of  it,  that  is  not  correct.  It  will  affect 
expenditures  because  when  you  appropriate  money  it  is  nothing  but  ink: 


500 


and  paper  until  it  is  withdrawn  from  the  Treasury  and  at  that  point 
it  becomes  an  expenditure.  The  money  will  not  be  spent  unless  the 
committee  approves  it.  If  the  committee  approves  it,  when  you  draw 
the  checks,  only  at  that  time  can  you  say  the  money  is  spent.  Am  I 
correct  in  making  that  observation  ? 

Mr.  SiiRiVER.  You  are  correct,  Mr.  Chairman,  of  course.  I will  say 
that  the  money — I thought  this  is  what  Mr.  Kooney  meant : The  money 
has  been  appropriated  by  Congress.  We  do  have  the  authority  from 
Congress  to  spend  it  as  appropriated. 

Mr.  Rooney.  In  other  words,  by  this  proposed  action — we  are  not 
adding  to  the  1965  budget  ? 

Mr.  Shriver.  No,  we  are  not. 

ESTIMATED  UNOBLIGATED  FUNDS  ON  JUNE  3 0,  196  5 

Mr.  Passman.  MTiat  will  be  the  unobligated  funds  on  June  30, 
since  we  are  going  to  get  into  some  detail  ? 

Mr.  Shriver.  I don’t  have  that  estimate  with  me.  I am  sorry.  But 
the  unobligated  balance  on  the  30th  of  June  may  be  zero. 

Mr.  Passman.  It  may  be,  but  every  year  since  you  have  been  the 
Director,  you  have  had  unobligated  funds  on  June  30,  have  you  not? 

Mr.  SiiRUTER.  You  bet,  and  I am  very  proud  of  that  and  I hope  that 
we  have  even  more. 

Mr.  Passman.  I didn’t  mean  to  get  into  this 

Mr.  Shriver.  I am  glad  you  did  because  I am  proud  of  it. 

VOLUNTARY  REDUCTIONS  IN  ANNUAL  PEACE  CORPS  BUDGET  ESTIMATES 

Mr.  Passman.  You  are  one  of  the  best  salesmen  I have  ever  known. 
I have  watched  you  operate  every  year  when  you  come  before  this 
committee.  You  have  had  your  dollar  request  in  the  President’s 
budget  and  just  before  you  come  to  the  Hill — that  could  be  several 
weeks — you  get  a lot  of  publicity  over  the  fact  that  you  are  going  to 
be  able  to  operate  for  less. 

“Mr.  Shriver  of  the  Peace  Corps  has  notified  the  President  that  he 
is  going  to  reduce  his  budget  request.” 

I like  a man  who  can  operate  that  way.  You  and  I will  have  an 
exchange  on  that  point  later.  It  is  good  salesmanship,  and  I am  a 
little  bit  envious  of  you  because  I don’t  get  that  kind  of  publicity. 
But  it  has  happened  every  year  so  I don’t  know  whether  to  condemn 
you  or  commend  you.  We  will  find  out  later. 

Now  if  I may,  you  got  every  dime  you  asked  for  last  year  for  admin- 
istrative expenses,  did  you  not? 

Mr.  Shriver.  Yes,  sir. 

Mr.  Passman.  And  you  underestimated  the  amount  that  would  be 
required  for  your  administrative  expense,  travel,  rents,  and  so  forth; 
didn’t  you  ? 

Mr.  Shriver.  That  is  correct. 

POSSIBILITY  or  OVERESTIMATION  OF  FUND  REQUIREMENTS 

Mr.  Passman.  In  the  event  that  you  have  overestimated  what  you 
are  going  to  need  for  the  year,  then  that  will  fall  in  the  unobligated 
funds,  if  any? 
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If  you  can  underestimate,  you  could  just  as  easily  overestimate.  If 
you  have  overestimated  your  needs  in  this  requested  transfer,  if  you 
have  overestimated  and  you  don’t  spend  it,  it  will  be  in  the  unobligated 
f mids  category ; is  that  correct  ? 

Mr.  Shriver.  I would  say  the  likelihood  of  there  being  an  overesti- 
mate in  the  needs  for  administrative  purposes  in  the  last  quarter  are 
unlikely.  The  obligations  which  we  anticipate  by  June  30  are  pretty 
clearly  foreseen  at  this  point,  and  they  are  based  on  the  record  of  not 
only  this  current  operating  year,  but  last  year.  I do  not  anticipate 
that  there  would  be  any  substantial  overestimate  in  what  we  need  for 
the  remainder  of  this  fiscal  year  for  administrative  purposes. 

Mr.  Medley.  That  is  correct. 

Mr.  Passman.  You  made  a statement  which  is  factual  but  I asked 
you  a question.  You  underestimated  your  requirements  for  the  first 
9 months  and  if  you  underestimated  the  same  mathematicians  could 
overestimate.  I only  asked  the  question,  if  you  have  overestimated 
the  need  for  the  last  90  days — “if,”  now;  be  sure  that  is  in  there — 
then  the  excess  funds  will  be  in  an  unobligated  status,  if  there  is 
any  unobligated  funds,  is  that  right? 

Mr.  Shriver.  Well,  1 suppose  it  is. 

Mr.  Passman.  I accept  that,  Mr.  Shriver.  I have  great  respect 
for  you  because  neither  one  of  us  has  ever  learned  to  answer  a direct 
question  and  since  we  are  both  running  par  on  that  point,  I won’t 
force  the  point. 

You  have  an  agency  here  with  a good  name,  a lot  of  appeal  and  that 
is  the  way  it  is. 

FISCAL  YEAR  1965  TRAVEL  ESTIMATE 

Now  the  reason  I brought  that  up  is  that  last  year  in  your  appeal 
letter  to  the  Senate  you  said : 

In  fiscal  year  19^,  obligations  for  travel  totaled  approximately  $2.6  million. 
In  order  to  minimize  the  request  for  additional  funds  in  fiscal  year  1965,  we 
bave  planned  to  hold  our  travel  requirements  to  $2,400,000.  This  will  be  ac- 
complished by  exerising  stringent  controls  throughout  the  agency. 

Mr.  Shriver.  I remember  that  very  well. 

Mr.  Passman.  This  couldn’t  materialize  though? 

Mr.  Shriver.  That  is  correct. 

Mr.  Passman.  Thank  you  very  much. 

increase  in  cost  of  rent  of  facilities 

Mr.  Natcher.  Are  your  rental  costs  increasing  generally  in  the 
countries  where  we  have  our  volunteers  or  does  this  applv  only  in  a 
few  countries.  Mr.  Shriver? 

Mr.  Shriver.  They  are  increasing  generally  and  it  applies  only  in 
countries  where  we  have  additional  staff  and  doctors  to  administer  an 
mcreasing  number  of  volunteers. 

Mr.  Natcher.  Thank  you,  Mr.  Chairman. 

^ Mr.  CoHELAN.  I want  to  say,  Mr.  Shriver,  for  the  record,  because 
^ IS  the  first  time  I have  had  this  opportunity,  how  proud  I am  of  the 
Peace  Corps.  ^ It  was  my  privilege  only  this  last  year  to  visit  several 
countries  and  in  the  course  of  my  visits  I reviewed  your  program  in 
the  greatest  detail.  Also,  I have  a daughter  in  the  Peace  Corps,  as 
you  know. 
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Mr.  Kooney.  You  are  not  suggesting  that  you  disqualify  yourself, 
are  you  ? 

PEACE  CORPS  OPERATIONS  IN  TURKEY 

Mr.  CoHELAN.  Not  at  all.  Not  at  all.  As  a matter  of  fact,  I went 
over  as  a critic  because  my  daughter  had  been  ill.  I was  very  proud 
of  the  fact  that  not  only  was  she  well  cared  for  but  the  Peace  Corps 
was  doing  a remarkable  job  for  our  comitry. 

I was  especially  pleased  to  find  that  we  had  300  people  in  Turkey. 
In  checking  with  our  AID  mission  and  in  checking  with  the  Ambas- 
sador, the  Peace  Corps  volunteers  were  all  held  in  very  high  esteem. 
In  checking  with  Turkish  nationals  who  might  possibly  be  critical,  I 
was  most  impressed  with  what  I heard. 

I am  wondering  if  you  can  tell  me,  are  you  going  to  increase  the 
number  of  volunteers  in  Turkey  or  do  you  expect  to  hold  at  the  same 
level  ? 

Mr.  Shriver.  We  will  go  to  a larger  number  of  volunteers  in  Tur- 
key. The  Turkish  Government  and  the  agencies  with  whom  we  are 
operating,  are  extremely  pleased  by  the  performance  of  the  volunteers. 
One  significant  place  is  the  Middle  East  Technical  University  outside 
of  Ankara  where  we  will  be  increasing  the  number  of  our  people  on 
the  faculty  of  that  institution  substantially.  We  also  are  going  to 
continue  training  Peace  Corps  volunteers  in  Turkey.  Last  year  we 
did  that  for  the  first  time.  We  trained  them  in  the  United  States 
for  4 weeks  and  they  finished  their  training  at  the  Roberts  College 
in  Istanbul.  That  program  had  some  flaws  to  it,  as  nearly  every  pro- 
gram has  at  the  beginning.  We  are  anticipatmg  training  volunteers 
at  the  Middle  East  Technical  University  next  summer.  That  univer- 
sity was  established,  in  part,  by  contributions  from  countries  all  over 
the  world ; was  located  m Turkey  as  a central  place  for  the  training 
of  technical  people  for  all  of  Asia  Minor.  Students  at  that  institute 
come  not  only  from  Turkey  but  from  Lebanon,  Syria,  and  other  coun- 
tries, and  we  think  it  is  an  extremely  good  place  for  us  to  have  volun- 
teers because  they  not  only  have  an  impact  on  the  Turks  who  are  there 
but  also  on  the  nationals  from  other  countries. 

The  note  that  I have  here  from  Warren  Wiggins,  who  is  in  charge 
of  program  operations  for  us  abroad,  indicates  that  from  350  volun- 
teers in  training  or  in  Turkey  in  August  1964,  we  would  go  to  864  in 
training  or  in  Turkey  by  August  of  1965. 

Mr.  Cohelan.  It  was  my  impression  that  Peace  Corps  effort  was 
especially  productive  in  this  area. 

About  nursing,  do  we  have  any  volunteers  in  the  field  of  nursing  ? 
I discussed  this  with  Admiral  Leham  at  the  hospital  in  Istanbul  and 
there  are  special  needs,  there.  Are  we  doing  anything  in  that  area? 

Mr.  Shriver.  We  do  have  nurses.  As  of  January  31,  1965,  we  had 
150  graduate  nurses  in  the  Peace  Corps. 

In  Turkey  we  have  a few  nurses.  How  many  we  have  in  Turkey 
I am  not  sure  but  I have  personally  seen  nurses  at  work  in  Turkey 
in  hospitals. 

Mr.  Wiggins.  There  are  45  volunteers  and  trainees  in  the  health 
program  for  Turkey. 

Mr.  Cohelan.  One  of  the  complaints  made  inconnection  with  the 
program  was  that  in  training  Turkish  nurses  they  don’t  have  any 
nursing  textbooks  that  are  written  in  Turkish. 
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Mr.  Shriver.  I know. 

Mr.  CoHELAN.  Are  we  able  to  do  anything  about  that  in  our  pro- 
gram or  is  that  outside  of  the  range  of  our 

Mr.  Shriver.  That  is  outside  the  range  of  Peace  Corps  operations. 
AID,  however,  has,  on  many  cases  in  the  past,  produced  both  the 
writing  aspect  of  the  textbook,  the  printing  of  it,  and  the  publishing 
of  it.  I don’t  know  whether  they  have  any  program  in  Turkey  for 
the  production  of  textbooks. 

PEACE  CORPS  'PROGRAM  IN  IRAN 

Mr.  CoHELAN.  How  about  your  program  in  Iran;  how  many  do 
you  have  there  now  ? 

Mr.  Shri\t]:r.  The  specific  figure  in  Iran,  as  of  today,  I am  not  too 
sure.  I think  it  would  run  about  150. 

Mr.  Wiggins.  157  as  of  February  28. 

Mr.  CoHELAN.  Wliat  results  are  you  gettnig  there  ? 

Mr.  SHRumR.  Once  again  the  Government  is  very  pleased.  The 
volunteers  like  it  and  we  have  received  requests  for  more  volunteers. 

Mr.  CoHELAN.  MTiat  is  your  principal  effort  in  Iran  ? 

Mr.  Shriver.  In  Iran  we  have  been  in  teaching  and  in  community 
development.  We  have  been  working  in  agricultural  stations;  we 
have  been  working  in  schools.  I don’t  remember  seeing  any  doctors 
or  nurses  in  Iran.  It  is  all  agriculture  and  teaching  in  Iran. 

There  are  14  in  agricultural  extension  work;  30  in  rural  commu- 
nity action;  88  in  secondary  education;  2 in  university  education;  23 
in  vocational  education ; a total  of  157. 

Mr.  CoHELAN.  And  do  you  expect  to  increase  that  amount  in  the  next 
fiscal  year,  do  you  ? 

Mr.  SHRiimR.  Yes.  I now  have  the  figure  you  requested.  There 
are  11  registeredi  nurses  now  in  Turkey,  and  24  more  in  training. 

Mr.  CoHELAN.  Are  we  doing  anything  in  nursing  in  Iran? 

Mr.  Shriver.  Ao.  However,  si:|Lce  you  are  very  much  interested — ■ 
it  appears  that  you  are  very  much  interested  in  the  public  health  end 
of  our  work — I would  like  you  to  know  that  Dr.  Houston,  here,  who 
is  a medical  doctor,  has  come  back  from  India  and  taken  on  a job 
as  a special  assistant  to  me  specifically  for  the  work  that  you  are  talk- 
ing about.  We  find.  Congressman,  there  is  a large  number  of  nurses 
and  a substantial  number  of  doctors,  more  than  we  thought,  medical 
doctors,  who  would  like  to  go  overseas  as  a part  of  public  health  activi- 
ties. By  that  I mean  this:  We  would  take  2 or  3 doctors,  a substan- 
tially larger  number  of  nurses,  let’s  say  a dozen,  and  blend  in  with 
them  as  manj^  as  50  college  graduates  who  might  have  a bachelor  of 
science  degree  in  biology,  or  perhaps  a bachelor  of  arts  degree.  They 
would  be  a public  health  team  in  a country.  We  are  doing  this  in 
Malawi  where  we  have  a program  to  irradicate  tuberculosis. 

This  cadre  of  Americans  work  with  the  public  health  agencies  of 
Malawi  to  carry  out  the  program,  district  by  district,  in  an  effort  to 
irradicate  tuberculosis.  In  this  way  we  are  able  to  magnify  tlie 
impact  of  the  doctors.  Two  or  three  doctors,  several  nurses,  50  to 
100  college  graduates,  and  an  equal  nmnber  of  counterpart  people 
from  that  country  could  total  several  hundreds  of  people  working  on 
this  type  project  and  thereby  magnify  tremendously  the  effect  of  the 
3 or  4 doctors  who  might  be  in  the  project. 
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N’ow  Charlie  Houston,  here,  is  engaged  in  developing  programs  of 
that  type  around  the  world  and  in  recruiting  people  for  them;  doc- 
tors as  well  as  registered  nurses. 

Mr.  CoHELAN.  Am  I to  understand,  Mr.  Shriver,  in  these  coimtries  r 
Turkey,  Iran,  Pakistan,  India,  Thailand,  that  next  year  we  will  have 
a greater  level  of  these  Peace  Corps  volunteers — a greater  number-? 

Mr.  Shriw.k.  Yes ; in  every  country  with  the  possible  exception  of 
Pakistan. 

( Discussion  off  the  record. ) 

Mr.  CoHELAX.  I heard  from  some*  very  high  persons  in  several  of 
these  countries — not  all  of  them — that  of  all  our  programs  we  had 
overseas,  the  Peace  Corps  was  the  most  effective  program.  I am  very 
proud  of  this  fact. 

POULTRY  PROJECT  IN  INDIA 

I wanted  to  turn  for  a minute  to  the  question  the  chairman  talked 
about,  concerning  your  poultry  program  in  India.  I too  had  the 
pleasure  of  being  in  New  Delhi  last  December  and  I was  told  about 
the  program.  As  I understand  it,  one  of  our  Peace  Corps  volunteers 
developed  what  they  call  a “Peace  Corps  chicken’’ ; isn’t  that  correct  ? 

Could  you  recount  that  story  ? 

Mr.  SiiRivER.  I can’t  do  it  justice.  Dr.  Houston  can  tell  about  that 
better  than  I can. 

Mr.  Kooney.  Air.  Cohelan,  did  you  hear  the  chairman  say  that  he 
was  going  to  recommend  to  the  committee  that  we  approve  this  request 
now  before  us  ? 

Air.  Cohelan.  Yqs. 

Mr.  Kooney.  Don’t  you  think  we  ought  to  get  to  that  as  soon  as  we 
can? 

Air.  Cohelan.  I would  but  I vcould  like  to  hear  about  the  poultry 
program  since  the  chairman  raised  the  subject 

Air.  Rooney.  The  trouble  about  that  is,  you  could  read  about  the 
chicken  in  last  year’s  printed  hearings. 

Air.  Passman.  I think  the  gentleman  should  be  allowed  to  proceed 
in  his  own  way.  That  is  the  policy  of  this  committee. 

Mr.  Houston.  The  chicken  story  is  slightly  exaggerated  but  not 
much.  AYe  did  produce  a better  chicken  that  was  fatter  and  had  more 
meat.  It  was  widely  sold,  largely  in  the  big  cities,  and  we  did  have 
trouble  with  some  locals  who  advertised  their  chickens  as  Peace  Corps 
poultry  but  sold  inferior  chickens. 

Mr.  Cohelan.  That  is  all  I have,  Mr.  Chairman. 

Mr.  Passman.  Air.  Long. 

Air.  Long.  I,  too,  want  to  compliment  you,  Air.  Shriver.  The  Peace 
Corps  program  is  probably  worth  the  expenditure  of  billions  of  dollars 
in  other  ways,  in  what  it  is  doing  for  America  and  the  world.  We  all 
recognize  that,  if  the  program  hadn’t  been  administered  properly,  it 
could  not  only  have  been  bad  for  America’s  image  but  it  could  have 
prevented  our  experimenting  with,  and  getting  results  from,  a pro- 
gram that  has  tremendous  potential  for  many  decades  to  come.  MY 
all  owe  you  a debt  of  gratitude  for  the  way  in  which  you  have  brought 
this  off. 

Mr.  Shrht:r.  Thank  you. 

Air.  Long.  MY  could  have  had  irresponsible  jieople,  all  sorts  of  mis- 
fits; indeed,  we  know  from  one  or  two  isolated  incidents  how  easily 
this  whole  Peace  Corps  idea  could  have  gone  completely  wrong. 
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PROPOSED  TRANSFER  OF  FUNDS  WILL  NOT  WEAKEN  OPERATING  PROGRAM 

I just  wanted  to  ask  you  one  question:  You  are  transferring  $1.8 
million  from  your  operations  to  your  administrative  accomit.  Does 
this  weaken  any  programs  that  you  had  this  originally  scheduled  for  ? 

Mr.  SHRi\n:R.  No.  In  fact  we  have  been  able  to  make  savings  in  the 
program  area.  Most  of  these  additional  costs  have  been  taken  up  out 
of  savings.  I can’t  remember  the  figure  offhand,  but  even  in  the  case 
of  housing — what  was  the  difference  in  the  housing  cost  ? 

Mr.  IMedley.  The  $1.8  million  was  available  for  transfer  due  to 
delayed  input  of  trainees  from  the  fall  program.  In  housing  we  came 
down  from  an  original  estimate  of  $1,240  to  a cost  of  $310  for  the  2- 
year  period. 

Mr.  SHRrvY:R.  I reported  this  to  the  committee  last  year,  and  for  your 
information  can  report  it  again : Originally  we  used  to  rent  houses  for 
volunteers  to  live  in.  \Ye,  as  administrators,  would  do  this  in  advance 
of  their  arrival.  Then  one  of  our  representatives  abroad  came  up  with 
the  idea  of  just  ghdng  the  Peace  Corps  volunteers  a certain  amount 
of  money  and  permitting  them  to  go  out  and  lease  their  own  facilities. 
A large  proportion  of  this  saving  is  accomplished  by  that  simple  de- 
vice because  the  Peace  Corps  volunteers  rented  things  cheaper.  The 
local  landlord  didn’t  want  to  “take”  them  as  much  as  he  wanted  to 
take  Uncle  Sam,  you  might*  say,  and  they  picked  things  that  they 
preferred  and  furnished  them  themselves,  frequentl}^  building  their 
own  furniture.  The  total  cost  to  the  taxpayer,  which  is  the  relevant 
consideration,  went  down  precipitously  by  managing  it  in  a different 
way. 

Mr.  Long.  Thank  you  very  much. 

Mr.  Passman.  I am  very  fond  of  you,  Mr.  Shriver.  As  I say — I 
wish  I could  back  up  a few  years  and  we  could  get  together — since  we 
were  both  poor,  we  could  start  over  together  because  that  is  the  way  I 
feel  about  you.  There  is  nothing  personal  about  this.  I could  take 
the  Peace  Corps  and  tear  it  into  so  many  pieces  all  our  faces  would  be 
red. 

I tried  to  open  up  the  hearings  today  being  complimentary  and 
throwing  out  peaches  and  cream  and  honey,  but  it  just  won’t  work. 
Therefore,  I have  to  get  this  statement  into  the  record.  I don’t  know 
of  any  good  that  the  Peace  Corps  is  doing,  personally,  other  than  they 
are  a bunch  of  nice  fellows.  So  maybe  it  is  my  age  and  envy  that 
prompts  me  to  be  just  a little  bit  skeptical  about  all  the  good  you  are 
doing.  But  aside  from  that  point,  here  is  what  worries  me : I don’t 
think  you  are  doing  a good  job  administratively  and  for  me  not  to 
so  indicate  for  the  record  would  be  an  act  of  dishonesty  on  my  part. 

I wanted  to  get  into  this  in  the  regular  hearings.  If  you  underesti- 
mated what  you  needed  for  administrative  expenses  and  you  don’t 
know  how  much  you  are  going  to  have  on  hand  unobligated  on  June 
30 — and  that  is  only  a little  over  3 months  away — then  how  do  you 
know  that  you  are  going  to  be  able  to  take  out  of  your  regular  appro- 
priation an  additional  $1,858  million  for  administrative  expense? 
That  is  what  concerns  me,  especially. 

You  told  the  Senate  that  you  have  planned  to  hold  travel  require- 
ments to  $2.4  million  and  this  would  be  accomplished  by  exercising 
stringent  controls  throughout  the  agency.  Now  you  have  gone  from 
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$2.4  million  estimate  in  the  Senate  testimony  of  last  year  to  where 
yon  now  want  to  spend  $3,247,000  for  travel. 

What  happened  to  this  “‘stringent  program”  you  were  going  to  use 
to  keep  travel  expenses  down  to  $2.4  million  ? 

Mr.  SiiRivER.  The  stringent  program  produced  results,  as  you  know 
better  than  anybody,  in  that  the  stringent  program  brought  down  the 
average  cost  of  a Peace  Corps  volunteer  to  the  taxpayer  of  the  United 
States 

Mr.  Passman.  Does  what  ? 

Mr.  Shri  v^R.  It  has  brought  down  the  cost  of  the  Peace  Corps  vol- 
unteer to  the  taxpayer  from  $9,074  per  annum  in  1963  to  $7,900  now. 

Mr.  Passman.  That  does  not  mean  anything  in  the  world  to  me. 
You  are  using  your  statistics  there  and  not  mhie  and  I want  the  rec- 
ord to  show  that. 

Mr.  Shriver.  Pine.  Thank  you. 

Mr.  Passman.  You  have  not  saved  the  American  taxpayer  anything 
as  long  as  you  spend  money.  You  just  did  not  spend  as  much  money 
as  you  originally  thought  you  would  per  Peace  Corps  man. 

Proceed. 

Mr.  Shriver.  We  have  exercised  stringent  fiscal  control  and  the 
savings  approach  I described  in  that  letter.  In  other  words,  it  would 
have  been  very  easy,  Mr.  Chairman,  as  you  know',  not  to  have  reduced 
the  costs  per  volunteer  to  save  funds  for ’the  American  taxpayer. 

Mr.  Passman.  How  do  you  know  it  would?  But  we  just  do  not 
come  out  and  say,  “I  need  $125  million”  before  you  come  down  to 
testify  on  your  appropriation.  Then  the  papers  say,  “Look  what  a 
terrific  operator  Mr.  Shriver  is.  He  only  wants  $115  million.” 

This  item  hit  the  press  and  then  I answered  with  my  words,  and 
the  papers  will  not  pick  it  up. 

Mr.  Shriver.  I think  you  have  been 

Mr.  Passman.  I was  impressed  with  the  testimony  you  gave  in  the 
Senate. 

But  at  one  time  I think  you  had  34  percent  of  your  total  appro- 
priation spent  in  the  administrative  operations  of  this  program  ? 

Mr.  Shriver.  That  is  right. 

percentage  of  funds  spent  for  administrative  expenses 

Mr.  Passman.  What  did  you  get  your  administrative  expense  down 
to? 

You  started  with  34  percent,  or  at  one  time  you  had  34  percent; 
what  is  it  now  ? 

Mr.  Shriver.  21.8  percent. 

F or  the  record,  I would  like  to  submit  what  it  was. 

Just  as  I said,  in  1962,  it  was  33.3  percent;  1963,  28.1  percent;  1964, 
25.9  percent ; 1965, 21.8  percent. 

That  has  gone  down  every  year  and  I submit  this  for  the  record. 

(The  information  follows:) 
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Distribution  of  funds 


1962 

1963 

1964 

1965 

Administrative - 

$9, 815 
19, 681 

$15, 368 
39, 324 

$19,  719 
56, 445 

$22, 708 
81, 392 

Program  

Total 

29,  496 

54. 692 

76. 164 

104, 100 

Percent  administrative 

33.3 

28.1 

25.9 

21.8 

Mr.  Passmax.  How  much  has  the  a 
year  ? Will  you  also  put  that  in  the  recor 
I now  yield  to  Mr.  Shriver. 


appropriation 


increased  each 


USE  or  PUBLIC  LAW  480  LOCAL  CURREXCY 

Mr.  Garxer  E.  Shrtver.  Thank  you,  Mr.  Chairman. 

Are  you  able  to  use  any  Public  Law  480  funds  ? 

Mr.  Shriver.  Yes,  sir;  for  example,  in  India  since  we  have  been 
talking  about  India,  and  Pakistan,  we  not  only  are  able  to,  but  I think 
we  are  required  to  fund  our  operations  in  those  countries  by  buying 
Public  Law  480  funds.  We  use  Public  Law  480  fimds.  We  try  to 
maximize  our  use  of  them  though  this  has  no  effect  on  our  budget. 

Mr.  Garxer  E.  SHRitY:R.  I understand  that,  but  it  is  actually  that 
much  reduction  of  expenditure  to  the  taxpayer? 

Mr.  Shriver.  Yes,  sir. 

Mr.  Roox^ey.  Would  the  gentleman  kindly  yield  at  that  point  ? 

Mr.  Garxer  E.  Shrtvy:r.  Yes. 

Mr.  Roox-ey.  Of  course,  foreign  currencies  are  only  available  in  a 
certain  number  of  countries  out  of  the  total  in  which  you  operate  ? 

Mr.  Shrlcer.  That  is  right. 

]\Ir.  Garx-er  E.  Shriver.  Nine  countries? 

Mr.  Rooxey.  I think  it  is  far  less  than  that. 

Mr.  Shrr'er.  The  countries  in  which  we  operate,  that  are  identified 
as  “excess  currency”  countries  are  Pakistan,  India,  and  Guinea. 

Mr.  Garx’^er  E.  Shri'vur.  You  use  your  dollars  to  buy  the  foreign 
currencies  from  the  Treasury  ? 

Mr.  Shriver.  Yes. 

Mr.  Garxer  E.  Shrrter.  This  $658,000  increase  in  salaries  is  admin- 
istrative salaries  and  has  nothing  to  do  with  the  Peace  Coiqis  men 
themselves  ? 

Mr.  Shriver.  That  is  right. 


REIMBURESMEX'^T  TO  STATE  DEPARTMEX^T  FOR  ADMIX’^ISTRATRT:  SUPPORT 

Mr.  Garx^er  E.  Shriver.  This  $240,000  reimbursement  to  the  De- 
partment of  State  can  come  along  in  the  regular  budget  next  year? 
W as  this  in  the  supplemental  ? 

Mr.  Shrrt:r.  I do  not  tliink  so  because  they  need  the  money  now. 
They  need  it  in  this  fiscal  year  for  expenses  they  are  incurring,  "or  will 
have  to  incur,  to  back  up  this  fiscal  year. 

Mr.  Rooxey.  May  I trouble  you  by  asking  if  you  would  be  so  kind 
as  to  yield  once  again  ? 

Mr.  Garxer  E.  SHRnmR.  Yes. 


44-864—63- S3 
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Mr.  Rooney.  The  State  Department  money  is  not  appropriated  as 
available  until  expended.  It  is  a yearly  appropriation  and  for  that 
reason  I think  Mr.  Shriver  is  correct. 

Mr.  Garner  E.  Shriver.  I am  new  on  this  committee  but  I did  want 
to  have  these  questions  answered.  That  is  all  I have. 

Mr.  Shriver.  When  we  operate  in  any  coimtry,  the  State  Depart- 
ment provides  backstopping,  or  administrative  support  for  us.  We 
do  not  employ  a lot  of  people  on  the  Peace  Corps  payroll,  duplicating 
and  overlapping  with  people  who  are  already  there  doing  this  same 
kind  of  work. 

We  pay  the  State  Department  for  the  service  they  give  to  us  and, 
in  fact,  it  turns  out  that  in  this  past  year,  expenses  were  underesti- 
mated. 

Mr.  Garner  E.  Shriver.  If  you  underestimated  for  1966,  you  would 
have  to  come  in  for  a supplemental  again  ? 

Mr.  Shriver.  If  we  underestimate,  that  is  right. 

Mr.  Passman.  If  I may,  let  the  record  show  that  every  year  since 
we  have  had  a Peace  Corps,  you  have  been  overfunded  and  have  had 
unobligated  funds  that  would  have  lapsed  at  the  end  of  the  year  if  we 
had  not  reappropriated  them.  Is  that  a statement  of  fact  ? 

Mr.  Shriver.  Yes,  sir;  but  through  savings  and  stringent  adminis- 
trative controls 

Mr.  Passman.  Whatever  the  reason. 

Mr.  Shriver.  We  did  not  spend  all  the  money  appropriated. 

Mr.  Passman.  Or  overestimated  the  needs ; either  reason. 

A NTICIPATED  UNOBLIGATED  FUNDS  AS  OF  JUNE  3 0,  1965 

I do  want  to  say  that  you  have  to  have  at  hand  some  type  of  esti- 
mate as  to  the  unobligated  funds  you  expect  to  have  out  of  your 
regular  appropriations  on  June  30  or  otherwise  you  could  never  ap- 
pear before  this  committee  and  ask  us  to  take  $1,850,000  out  of  operat- 
ing funds  and  give  it  to  administration. 

I repeat  the  question:  Based  upon  the  same  information  that 
prompted  you  to  ask  for  a supplemental  out  of  money  you  do  not  ex- 
pect to  spend  elsewhere,  and  based  on  the  fact  that  in  previous  years 
you  have  given  the  estimate  as  to  the  unobligated  funds,  what  do  you 
estimate  the  unobligated  funds  will  be  on  June  30  ? 

Please  furnish  that  information  for  the  record  or  call  the  clerk 
tomorrow. 

Mr.  Shriver.  Yes,  sir. 

( The  requested  information  follows : ) 

Based  on  tlie  scheduled  input  of  10,470  trainees  in  the  1965  “program  year”  it 
is  estimated  the  Peace  Corps  will  have  an  unobligated  balance  on  June  30,  1965, 
of  approximately  $8.8  million.  This  is  after  giving  effect  to  the  transfer  of 
$1,858,000  from  “program”  to  the  “administrative”  account  as  contemplated  by 
House  Document  No.  80. 

Mr.  Passman.  Thank  you,  gentlemen. 

Mr.  Shriver.  Thank  you. 
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MICHAEL  J.  KIRWAN,  Ohio,  Chairman 
JOHN  E.  EOGARTY,  Rhode  Island  JOHN  J.  RHODES,  Arizona 
JOE  L.  EVINS,  Tennessee  GLENN  R.  DAVIS,  Wisconsin 
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Fkiday,  March  19,  1965. 

CEMETEKIAL  EXPEXSES,  DEPAPvTMEXT  OF  THE  AEMY 

Permanent  Gra^t:  Site  for  the  Late  President  ILennedy 

WITNESSES 

HON.  STEPHEN  AIDES,  SECRETARY  OF  THE  ARMY 
COL.  JAMES  C.  MacEARLAND,  CHIEF,  MEMORIAL  DIVISION,  OFFICE 
OF  SUPPORT  SERVICES 

B.  R.  BELLER,  MEMORIAL  DIVISION,  OFFICE  OF  SUPPORT  SERVICES 

C.  J.  ROBIN,  CHIEF,  ENGINEERING  DIVISION,  U.S.  ENGINEER  DIS- 
TRICT, NORFOLK,  VA. 

Mr.  Kirwan.  The  committee  will  come  to  order. 

IVe  have  with  ns  this  morning  the  Secretary  of  the  Army.  Have 
you  a statement,  Mr.  Secretary  ? 

Secretary  Aides.  I would  like  to  make  a brief  statement.  I do  not 
have  a prepared  statement,  sir. 

Mr.  Kirwan.  Yon  ma}^  proceed. 

General  Statement 

Secretary  Aides.  IVhen  I understood  that  the  matter  of  the  grave 
site  for  President  Kennedy  was  np  before  the  committee  this  morn- 
ing, I asked  for  the  privilege  of  coming  np  here  myself  because  I have 
been  closely  associated  with  this  matter  for,  I would  say,  since  early 
last  Slimmer. 

As  I understand  the  situation,  the  CEDA  (Cemetery  expenses. 
Department  of  the  Army),  appropriation  in  the  fiscal  year  1965 
budget  amounts  to  $13,295,000,  and  we  have  requested  a supplemental 
appropriation  of  $1,869,000.  Of  that,  $99,000  is  to  cover  the  civilian 
pay  raise.  It  is  simply  an  augmentation  of  the  earlier  appropriation. 
Bnt  $1,770,000  of  it  is  the  Government’s  share  of  the  total  cost  for  the 
preparation  of  the  grave  site  for  President  Kennedy  and  the  walk- 
ways and  other  appurtenances  that  go  with  it. 

I would  like  to  give  yon  just  a little  bit  of  the  background  of  this 
situation. 
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DESIGN  PREPARATION 

After  President  Kennedy  was  buried  in  Arlington  Cemtery,  Mrs. 
Kennedy  asked  John  Carl  Warnecke  to  do  some  work  about  the 
preparation  of  a design  for  a permanent  resting  place  for  the  Presi- 
dent. Warnecke  is  a well-known  architect  from  the  w^est  coast  who 
had  been  closely  associated  with  President  Kennedy  in  connection 
with  studies  that  they  were  doing  with  respect  to  Lafayette  Square 
and  other  matters.  He  is  an  architect  for  whom  the  President  had  a 
great  deal  of  respect. 

Mr.  Warnecke  went  to  work  on  the  design  for  the  grave  site  and 
the  surrounding  area  immediately,  and  by  the  middle  of  the  summer 
the  design  was  virtually  complete. 

NETMBER  OF  VISITORS 

An  interesting,  unusual,  and  perhaps  unanticipated  development 
had  been  the  number  of  people  visiting  President  Kennedy’s  grave 
during  tliis  period  of  time.  It  started  out  in  the  winter,  of  course, 
with  bad  weather,  and  we  were  having  8,000  to  10,000  people  a day, 
but  by  the  end  of  May  the  number  of  people  coming  to  the  grave  site 
was  averaging  in  the  neighborhood  of  50,000  people  a day.  This 
phenomenon  obviously  influenced  the  requirements  of  the  design. 

FAMILY  CONTRIBUTION 

Let  me  back  up  to  this  extent.  There  is  a regulation  with  respect 
to  Army  cemeteries  which  provides  that  the  Government  will  furnish 
a grave  marker  of  a certain  size  and  conformity  and  with  a certain 
inscription  on  it,  and  that  if  the  family  wishes  something  different, 
they  will  pay  the  cost  of  the  different  marker  which  we  call  a private 
marker.  Obviously,  this  regulation  was  not  intended  to  cover  situa- 
tions such  as  that  we  faced  with  respect  to  President  Kennedy’s  grave 
site.  However,  the  family  said  from  the  beginning  they  wmuld  like 
to  pay  a substantial  share  or,  indeed,  all  of  the  cost  of  whatever  would 
be  done  here.  This  regulation  sets  a standard  which  seemed  in  order 
and  appropriate  for  how  this  should  be  done.  From  the  very  be- 
ginning the  family  made  it  quite  clear  they  Avere  fully  prepared  to 
pay  those  costs. 

The  costs  under  the  present  estimates  amount  to  some  $300,000. 
So,  the  total  cost  of  the  AAdiole  layout  Avill  be  in  the  neighborhood  of 
$2  million. 

As  of  last  September  no  Federal  funds  whatsoever  had  gone  into 
this  project.  Mr.  Warnecke  had  proceeded  Avith  the  design  work 
and  had  borne  the  cost  of  the  supporting  contractors  himself. 

At  that  time  Mr.  McNamara  studied  the  project  and  discussed  the 
situation  Avith  the  President,  and  Ave  thought  Ave  ought  to  reprogram 
some  funds  in  the  CEDA  appropriation  so  some  of  the  expenses 
then  being  incurred  could  be  paid  by  the  Government.  I Avent  to 
see  Mr.  Mahon,  and  I believe  Ave  talked  Avith  you,  Mr.  Kir  wan,  on 
the  phone  that  day.  Either  Mr.  Mahon  did  or  I did.  I cannot  re- 
member which.  Mr.  Jensen  was  present  also.  The  committee  staff 
suggested  that,  rather  than  reprograming  money  prior  to  the  time 
Congress  could  consider  a supplemental,  the  total  requirement  should 
be  addressed  in  a supplemental  bill  which  Congress  had  before  it 
and  was  going  to  seek  to  pass  before  the  adjournment. 
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When  we  looked  into  the  situation,  however,  we  were  not  satisfied 
that  our  cost  estimates  were  sufficiently  firm  for  that  purpose.  Every- 
body has  felt  we  ought  to  know  Avhat  this  project  was  going  to 
cost  so  Ave  Avould  not  have  to  come  back  to  Congress  a second  time. 
As  a result,  Ave  decided  we  Avould  ask  the  family  to  go  ahead  and 
put  up  funds  at  the  outset  so,  rather  than  Avaiting  until  the  end, 
we  Avould  ask  the  family  for  a contribution  to  the  project  at  that 
time,  Avhich  we  did  ancl  AAffiich  Avas  done.  We  asked  for  it,  and 
indeed  the  family  put  up  the  funds  Avhich  have  carried  the  expenses 
up  to  this  point. 

I called  Mr.  Mahon  and  told  him  we  thought  it  better  to  Avait  until 
we  could  submit  a firm  estimate  to  Congress  and  ask  for  an  appropria- 
tion. That  brings  us  to  the  situation  we  are  in  today. 

On  Xovember  12  we  announced  that  the  design  had  been  completed 
and  was  ready  for  public  showing.  5Ye  attempted  to  notify  some  inter- 
ested ^lembers  of  Congress  Avith  respect  to  that.  On  November  16 
the  design  Avas  exhibited  to  the  public.  Tlie  model  was  shown  in  the 
Xational  Gallery  of  Act.  The  Fine  Arts  Connnission  had  approA^ed  it 
a feAv  days  preAnously.  It  was  quite  Avell  receh^ed  by  critics  of  all 
kinds.  The  pictures  which  the  committee  has  before  it  today  are 
pictures  of  that  model.  I shall  be  glad  to  discuss  any  part  of  the  design 
that  anybody  has  any  question  about.  I call  your  attention  to  what 
I think  is  a A’ery  remarkable  photogTaph  taken  from  the  Custis-Lee 
Mansion  looking  over  lYashinglon,  because  that  is  a combination  of 
an  actual  photograph  of  lYashinglon  and  of  the  model,  which  I think 
gives  a clear  idea  of  the  effect  which  we  would  hope  this  design  would 
achieve. 

5Ir.  Chairman,  that  is  pretty  much  the  situation. 

I should  say  the  Corps  of  Engineers  of  the  Army  has  taken  oaw 
the  actual  management  of  the  project,  and  the  family  have  expressed 
their  complete  willingness  to  pay  the  whole  bill.  Many  of  us  haA^e  felt, 
of  course,  that  the  Federal  Government  would  Avant  to  pick  up  all  of  it 
or  a substantial  share  of  it.  The  family  liaA^e  said  they  would  like  to 
pick  up  the  share  of  the  cost  that  iiiAmh^es  the  area  around  the  grave 
itself.  That  is  why  we  are  here  asking  for  the  remainder. 

Mr.  IviRAA^Ax.  lYe  shall  insert  the  supplemental  estimate  from  House 
Document  Xo.  80  and  the  justifications  in  the  record. 

(The  estimate  and  justification  pages  follow :) 

“depart:mext  of  defense— civil 

“Departmext  of  the  Army 

“CEAIETERIAL  EXPEXSES 

“Salaries  and  Expenses 

“For  an  additional  amount  for  “Salaries  and  expenses,”  including  design,  prep- 
aration of  plans  and  specifications,  construction,  and  all  related  expenses  of  a 
permanent  gravesite  for  the  late  President  Kennedy,  together  with  appin'tenant 
walks,  $1,869,000,  to  remain  availahle  until  expended:  Provided,  That  the  non- 
Federally  financed  portion  of  the  ivork  may  he  performed  under  Govertiment 
contract  on  a reimhursahle  basis.” 

This  supplemental  appropriation  proposal  would  provide  $1,770,000  for  the 
Federal  portion  of  the  cost  of  design  and  construction  of  a permanent  resting 
place  at  Arlington  National  Cemetery  for  the  late  President  John  F.  Kennedy. 
In  keeping  with  the  rules  and  traditions  of  all  national  cemeteries  including 
Arlington,  funds  are  requested  for  the  Government  to  pay  the  cost  of  all  neces- 
sary work  except  that  in  the  immediate  area  surrounding  the  grave.  Most  of  this 
cost  is  for  walkways,  platforms,  and  other  facilities,  to  accommodate  the  large 
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number  of  visitors  to  the  grave.  The  cost  of  work  in  the  immediate  area  of 
the  grave,  estimated  at  $309,000,  will  he  paid  by  the  family. 

This  appropriation  was  apportioned  pursuant  to  section  3679  of  the  Revised 
Statutes  as  amended  (31  U.S.C.  665),  on  a basis  which  indicated  the  necessity 
for  a supplemental  appropriation  due  to  increases  in  pay  for  civilian  personnel, 
authorized  by  Public  Law  88-426,  approved  August  14,  1964.  This  action  was 
reported  to  the  Congress  by  the  Director  of  the  Bureau  of  the  Budget  on  Jan- 
uary 9,  1965.  There  is  included  in  this  supplemental  request  $99,000  to  cover 
the  cost  of  these  pay  increases. 


Summary  of  projects,  direct  obligations 


[In  thousands  of  dollars] 


Project 

No. 


Supple- 
mental 
estimate, 
fiscal  year 
1965 


0862 


0863 


0864 


Operation  and  maintenance. 

Military  salaries 

Less  reimbursements 


52 


Direct  obligations. 

Construction 

Direct  obligations. 

Headstone  procurement  . 

Less  reimbursements 

Direct  obligations. 


Administration.. 
Military  salaries. 


52 


1,770 


1, 770 


47 


Direct  obligations. 


Total  obligations 

Less  reimbursements. 


Total  direct  obligations 

Unobligated  balance  no  longer  available. 

Total  appropriation  or  estimate... 


1,869 


1,869 


Summary  of  total  obligations  by  objects  of  expenditures,  fiscal  year  1965 


[In  thousands  of  dollars] 


(11) 


(12) 


(21) 


(22) 


(23) 


Project 

No. 


Purpose  of  project 


Personnel 

compensa-  Personnel 

tion  benefits 


0861 

0862 

0863 

0864 


Operation  and  mainte- 
nance  

Construction 

Headstone  procure- 
ment   

Administration 


49 

75 


44 


Total. 


168 


Travel  and 
transporta- 
tion of 
persons 


Transporta- 
tation  of 
things 


Rent,  com- 
munications, 
and  utilities 


3 .. 
6 _. 


3 


Project 

No. 

Purpose  of  project 

(25.1) 

Other 

services 

(25.2) 

Services 
of  other 
agencies 

(26) 

Supplies 

and 

materials 

(31) 

Equipment 

(32) 

Ivand  and 
structures 

Total 

0861 

Operation  and 
maintenance 

52 

0862 

0863 

Construction 

Headstone  procure- 

284 

17 

1,388 

1,770 

0864 

.\dmmistration 

47 

Total 

284 

17 

1,388 

1,869 

Cemeterial  Expenses,  Department  of  the  Army 
Project  0861  Operation  and  maintenance 
[In  thousands  of  dollars] 

Supplemental 
estimate, 
fiscal  year 
1965 


Total 52 

Zone  of  the  interior (51) 

Overseas ( 1) 

10  Personal  services  and  benefits 52 

11.  1 Personnel  compensation (49) 

12.  0 Personnel  benefits ( 3) 


20  Contractual  services  and  supplies 

25.  1 Other  services 

26.  0 Supplies  and  materials 

30  Acquisition  of  capital  assets 

32.  0 Lands  and  structures 

Supporting  data 

The  supplemental  funds  requested  under  this  project  are  necessary  to  provide 
for  the  additional  pay  costs  due  to  increase  in  pay  for  civilian  personnel,  authorized 
by  Public  Law  88-426,  approved  August  14,  1964. 


Project  0862  Construction 


[In  thousands  of  dollars] 

Supplemental 
estimate, 
fiscal  year  1965 


Total 1,  770 

Zone  of  the  interior (1,  770) 

Overseas ( 0) 

10  Personal  services  and  benefits 81 

11.1  Personnel  compensation ( 75) 

12.0  Personnel  benefits ( 6) 

20  Contractual  services  and  supplies 301 

25.1  Other  services ( 284) 

26.0  Supplies  and  materials ( 17) 

SO  Acquisition  of  capital  assets 1,  388 

32.0  Lands  and  structures (1,388) 


Suppoi'ting  data 

The  supplemental  funds  requested  under  this  project  are  necessary  to  provide 
the  Federal  share  of  the  construction  costs  and  to  prepare  plans  for  an  appro- 
priate permanent  resting  place  for  the  late  President  John  F.  Kennedy  in  Arling- 
ton National  Cemetery,  including  appropriate  walks,  overlooks,  entrances,  and 
■exits. 

The  total  cost  of  the  project  is  estimated  to  be  $2,079,000.  Of  this  total,  the 
Kennedy  family  has  assumed  responsibility  for  $309,000  and  the  Federal  Govern- 
ment share  is  $1,770,000. 

There  are  10  distinct  identified  areas  of  construction  within  the  overall  project. 


These  are : 

1.  Grave  markers 

2.  Grave  plot 

3.  Flame  font 

4.  Grave  terrace 

5.  Terminal  wall 


6.  Overlook 

7.  Stairs 

8.  Grass  circular  forespace 

9.  Trees 

10.  Visitor  control 


The  grave  of  the  late  President  will  be  marked  with  a gray  slate  tablet,  34 
Inches  by  52  inches,  inscribed  with  an  8-inch  cross  and  “John  Fitzgerald  Kennedy 
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1917-1963.”  Smaller  tablets  \vill  mark  the  graves  of  “Patrick  Bouvier  Kennedy” 
and  “Baby  Girl  Kennedy,”  The  grave  plot,  itself,  is  T8  feet  by  30  feet  and  will 
be  planted  with  grass.  The  flame  font  will  be  of  bronze  mounted  on  a circular 
pedestal  atop  a 5-foot-square  marble  base. 

Immediately  surrounding  the  grave  plot  will  be  a terrace  of  white  marble.  42 
feet  wide  by  66  feet  long,  to  accommodate  350  people.  About  15  feet  farther 
away  will  be  an  overlook,  to  be  constructed  of  medium-gray  granite.  The  over- 
look will  be  eliptical  in  form,  120  feet  long  and  50  feet  wide.  It  will  hold  approxi- 
m.ately  1,000  people.  The  overlook  and  grave  terrace  are  connected  by  about  20 
linear  feet  of  white  marble  stairs,  35  feet  wide  with  a total  rise  of  5 "feet  to  the 
grave  terrace. 

A terminal  wall,  of  white  marble,  will  be  erected  at  the  rear  edge  of  the  grave 
terrace.  It  will  be  feet  high  and  about  35  feet  in  length  with  the  presidential 
seal,  3 feet  in  diameter,  carved  in  the  center. 

The  overlook  will  be  the  apex  of  a large  grass  circular  forespace,  660  feet 
in  circumference  and  210  feet  in  diameter.  The  dark-gray  granite  walk  sur- 
rounding the  forespace  will  be  12  feet  wide  and  will  easily  accommodate  four  per- 
sons walking  abreast.  A special  area  to  the  left  of  the  entrance  to  the  circular 
walk  will  be  chained  off  and  reserved  for  a VIP  entrance  to  special  ceremonies 
and  wreath-laying  . 

There  is  a large  oak  tree,  140  to  150  years  old,  asymmetrically  located  within  the 
great  circle  which  is  approximately  90  feet  high  with  a spread  of  90  feet  and  a 
diameter  (breast  high)  of  49  inches. 

Two  specimen  magnolia  trees  will  be  planted  on  either  side  of  the  stairs  between 
the  overlook  and  grave  terrace,  similar  to  those  planted  in  the  four  corners  of 
the  White  House  rose  garden.  They  are  one  of  the  first  trees  to  bloom  in  the 
early  spring  in  the  Washington  area.  They  grow  to  a maximum  height  of  30 
feet.  During  the  winter  months,  a pale  gray  bark  covers  the  trees. 

Flow^ering  dogwood  trees  which  bloom  in  the  springtime  will  be  placed  along 
the  walk  to  the  Custis-Lee  Mansion. 

Metal  posts  and  chain  will  be  installed  along  each  side  of  existing  cemetery 
walks  leading  to  the  grave  to  control  visitor  traffic.  Approximately  14,000  feet 
of  chain  is  required  and  1,300  metal  posts.  The  existing  walk  between  the 
Custis-Lee  Mansion  and  the  Tomb  of  the  Unknowns  will  have  visitor  control 
chain  and  posts  on  each  side  of  the  walk.  Directional  signs  will  be  placed  along 
walks  to  assist  visitors.  New  walkways  from  the  main  gate  to  the  grave  area  will 
be  installed  to  provide  direct  access  to  the  area  and  eliminate  visitors  trampling 
existing  grave  areas. 
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Project  SGJf.  Administration 


[In  thousands  of  dollars] 

Supplemental 
estimate, 
fiscal  year  1965 


Total ^ 

Zone  of  the  interior 

Overseas 

10  Personal  services  and  benefits 

11.1  Personnel  compensation 

12.0  Personnel  benefits 

20  Contractual  services  and  supplies. 

25.1  Other  services 

26.0  Supplies  and  materials 

30  Acquisition  of  capital  assets 

32.0  Lands  and  structures 


47 
(47) 
( 0) 
47 
(44) 
( 3) 


Supporting  data 

The  supplemental  funds  requested  under  this  project  are  necessary  to  provide 
for  the  additional  pay  costs  due  to  increase  in  pay  for  civilian  personnel,  author- 
ized by  Public  Law  88-426,  approved  August  14,  1964. 


BASIC  AUTHORITY 


Mr.  Kirwan.  I wonder  if  you  would  explain  the  basic  authority 
under  which  this  design  and  construction  work  would  be  accom- 
plished ? 

Secretary  Ailes.  Yes,  sir.  As  Secretary  of  the  Army,  I am  charged 
with  the  operation  and  maintenance  of  Arlington  Cemetery.  There 
is  an  act  of  July  24,  1876,  which  appears  in  24  U.S.  Code  278,  which 
directs  me  to  provide  for  the  care  and  maintenance  of  the  national 
military  cemeteries.  It  is  under  that  authority  that  traditionally  the 
Secretary  of  the  Anny  has  acted  in  instances  of  this  sort.  I also  have 
authority  to  accept  gifts  or  devises  from  private  persons  with  respect 
to  these  cemeteries,  and  also  to  provide  appropriate  headstones  or 
markers  at  the  expense  of  the  United  States.  It  is  under  this  author- 
ity that  in  the  past,  previous  Secretaries  of  War  or  Secretaries  of  the 
Army  have  gone  forward  in  actions  of  this  character. 

Mr.  Kirwan.  Under  that  act  you  could  have  paid  the  entire  cost, 
but  the  family  desired  to  make  a contribution. 

Secretary  Ailes.  That  is  exactly  right,  sir. 

Mr.  Kirwan.  How  would  this  appropriation  be  utilized  ? 

Secretary  Ailes.  This  will  be  handled  through  the  Corps  of  Engi- 
neers. The  Corps  of  Engineers  functions  as  the  construction  agent 
for  the  CEDA  appropriation  normally,  anyway.  The  thing  that  we 
need  money  for  immediately  is  that  the  prime  contract  must  be  let  in 
June.  Of  course,  we  should  have  the  money  in  the  bank  at  the  time 
the  prime  contract  is  let.  They  must  begin  quarrying  the  stone  in 
the  near  future,  and  it  will  take  until  the  fall  of  1966  to  complete 
this  project. 

Mr.  Kirwan.  That  is  why  you  are  in  for  the  supplemental.  You 
must  have  the  money  in  the  bank. 

Secretary  Ailes.  Yes,  sir. 


NUMBER  OF  VISITATIONS 

Mr.  Kirwan.  How  many  visitations  have  there  been  to  the  grave 
site,  and  what  is  the  present  weekday  and  weekend  average  ? 
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Secretary  Ailes.  We  have  had  over  8 million  at  the  grave  site  so 
far.  The  daily  average  ran  as  high  as  50,000  between  May  and  Sep- 
tember last  y^r.  It  now  runs  around  10,000  over  a weekend,  I be- 
lieve. 

Colonel  MacFarland.  That  is  correct,  sir.  On  weekdays  there  has 
been  an  average  of  perhaps  3,000  to  3,500  since  last  September. 

ELLIPTICAL  OVERLOOK 

Mr.  Kirwan.  $265,000  of  the  estimate  is  for  an  elliptical  overlook.. 
Please  describe  this  and  tell  us  the  basis  for  the  estimate. 

Secretary  Ailes.  May  I get  one  of  the  construction  experts  to  an- 
swer that?  The  elliptical  overlook  is  this  collection  point  which  is 
right  below  the  grave.  I am  sure  somebody  from  the  Corps  of  Engi- 
neers can  address  himself  specifically  to  the  question. 

Mr.  Eobix.  I am  C.  J.  Eobin,  from  the  Corps  of  Engineers  district 
office  in  Norfolk,  chief  of  the  engineering  division. 

The  elliptical  overlook  is  an  area  about  120  feet  across  the  long  axis 
and  about  50  feet  across  the  narrow  axis.  A visitor  enters  this  over- 
look after  leaving  a paved  circular  walkway  which  curves  upward  and 
around  a mounded  circle  of  lawn.  The  elliptical  overlook,  or  ter- 
race, serves  as  an  overlook  to  the  city  and  permits  reflective  pause  prior 
to  proceeding  up  steps  to  the  area  of  the  grave.  After  visiting  the 
gravesite,  the  line  of  visitors  then  descends  to  the  elliptical  overlook. 
While  facing  the  city  they  will  note  a granite  wall  whose  relatively 
low  top  is  tapered  and  inscribed  with  quotations  from  President  Ken- 
nedy's inaugural  and  other  addresses.  These  words,  directed  to  the 
American  people,  provide  an  additional  meaning  to  the  magnificent 
view  of  the  city  beyond.  The  overlook  will  be  of  gray  granite  slabs 
about  6 inches  thick,  supported  on  heavy  reinforced  concrete  footings 
and  a foundation  slab  in  order  to  support  the  load.  The  $265,000  is 
largely  made  up  of  those  two  items,  the  reinforced  concrete  base  and 
the  granite  surface.  There  will  be  some  drainage  facilities  in  there, 
of  a rather  minor  character  as  far  as  cost  is  concerned. 

Mr.  Kirwax.  Of  course,  the  members  of  the  committee  have  these 
pictures  before  them  and  we  can  look  at  them.  We  are  asking  these 
questions  for  the  benefit  of  the  record,  for  those  avIio  are  not  in  the  room. 

Thank  you. 

STAIRS  AXD  PLATFORMS 

Sum  of  $215,000  is  for  stairs  and  platforms.  Please  describe  this  and 
tell  us  the  basis  for  the  estimate. 

Secretary  Ailes.  Mr.  Eobin,  I think  you  had  better  direct  every- 
body’s view  to  the  plat,  because  I don’t  believe  that  shows  in  the  pic- 
ture. Which  of  the  stairs  is  Mr.  Kirwan  referring  to  ? 

Mr.  Eobix.  There  is  a stairway  off  to  the  left  of  this  photograph, 
which  does  not  show  on  the  photograph. 

Secretary  Ailes.  Is  this  the  stairs  we  are  talking  about  ? 

Mr.  Eobix.  Yes,  sir. 

^ Colonel  MacFarlaxd.  It  is  also  on  page  8 of  the  budget  submission, 
sir. 

Mr.  Eobix.  The  stairway  is  access  for  the  visitors  from  Sheridan 
Drive  up  to  the  forefront  of  the  Custis-Lee  Mansion.  It  consists  of  a 
concrete  walkway  with  three  levels  of  platform  from  which  the  visitors 
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can  pause  and  look  back  over  the  gravesite  itself  and  view  the  general 
area.  It  also  includes,  off  to  the  other  side,  to  the  north  of  the  Ciistis- 
Lee  Mansion,  two  walkways  leading  to  an  overlook  which  gives  a van- 
tage point  down  over  the  gravesite,  and  toward  the  Memorial  Bridge, 
the  Lincoln  Memorial,  and  on  into  Washington  over  the  major  access. 

GRASS  CIRCULAR  FORESPACE,  WALK,  AND  EKTRAKCE 

Mr.  Kirwak.  The  largest  item  in  the  estimate  is  $764,000  for  a 
“grass  circular  forespace,  great  circular  walk  and  entrance,  and  land- 
scaping.” Please  describe  this  item  and  give  ns  a breakdown  of  this 
estimate. 

Mr.  Robin.  That  item  of  cost  is  to  cover  the  great  circle  which  is 
just  below  the  elliptical  overlook.  It  consists  of  a circular  walkway, 
the  circle  being  approximately  105  feet  in  radius.  The  total  length 
around  the  circumference  is  some  660  feet.  The  walkway  is  12  feet 
wide,  which  will  provide  enough  width  for  four  people  ^ walking 
abreast.  The  circle  of  earth  will  be  gently  mounded  to  provide  a for- 
mal forespace  for  vistas  to  the  grave,  and  it  forms  a setting  that  brings 
the  beautiful  150-year-old  great  oak  tree  into  balance  in  the  total  com- 
position. This  walkway  vull  also  be  supported  on  a heavily  reinforced 
concrete  base  slab  and  will  be  paved  with  the  same  type  of  granite  as 
the  elliptical  overlook. 

DESIGN  AND  SUPERVISION  0: 

Mr.  Kirwan.  $359,000  of  the  request  is  for  architect  and  engineer 
studies  and  design  and  for  supervision  and  administration  by  the 
Corps  of  Engineers.  This  totals  over  25  percent  of  the  other  costs. 
Why  are  these  design  and  supervision  costs  so  high  on  this  project? 

Mr.  Robin.  That  item  consists  of  two  basic  elements : The  amount 
of  the  architect  and  engineer  contract  itself,  and  the  supervision  and 
administration  costs  for  the  Corps  of  Engineers  in  connection  with  the 
actual  construction  contract.  The  architect-engineer  contract  consists 
of  four  basic  features,  the  first  two  of  which  cover  the  preliminary 
studies,  the  researdi,  schematic  design,  and  all  of  the  consultations 
with  various  experts  in  the  fields  of  architecture,  art,  and  so  forth, 
leading  up  to  the  actual  acceptance  of  a basic  design  concept.  The 
third  part  then  consists  of  the  actual  preparation  of  the  detailed  con- 
tract plans  and  specifications  on  which  the  contract  will  be  based. 
The  fourth  part  is  to  cover  review  of  shop  drawings  during  the  con- 
struction period  and  consultation. 

parking  FACILITIES 

Mr.  Kirwan.  What  provisions,  if  any,  have  been  made  for  addi- 
tional parking  in  the  area  ? 

Mr.  Beller.  I am  B.  R.  Beller,  Memorial  Division,  Office,  Chief  of 
Support  Services. 

Ko  provision  has  been  made  at  the  inunediate  site  for  parking,  as 
the  cemetery  cannot  accommodate  additional  parking  at  this  location. 
However,  in  the  plans  now  underway  for  the  additional  development 
of  the  cemetery  in  the  south  post  area,  provision  is  being  made  for 
additional  parking.  Until  this  new  development  is  completed,  ve- 
hicles will  continue  to  use  facilities  in  other  areas  of  the  cemetery 
and  along  Ridge  Road. 
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Secretary  Ailes.  There  is  a fair  amount  of  parking  at  the  present 
time  along*  the  road,  Mr.  Beller  mentions.  It  borders  the  east  side  of 
A r]  ingt  on  Cemet eiy . 

!Mr.  Ktrwax.  You  have  a tremendous  job  on  your  hands  to  handle 
the  parking,  because  it  is  estimated  by  the  Federal  City  Council  that 
there  will  be  26  million  tourists  by*^  1975.  The_  record  shows  how 
many  are  now  yisiting  the  graye.  Think  what  it  will  be  when  the 
tourists  number  twice  as  many  as  are  coming  here  now. 

Secretar}’  Ailes.  IVe  are  yery  much  aware  of  that,  Mr.  Chairman. 
Tliat  is  one  reason  that  this  design  is  so  much  devoted  to  walkways 
which  can  accommodate  really  a large  number  of  people. 

Mr.  Ewxs.  ]Mr.  Secret arjL  this  has  been  approved  by  the  Depart- 
ment of  the  Army,  the  President,  and  the  Kennedy  family. 

Secretary  Ailes.  Yes,  sir;  and  the  Fine  Arts  Commission,  and  the 
Chairman  of  the  National  Capital  Planning  Commission. 

Mr.  Enxs.  I think  it  is  an  excellent  design.  As  I understand,  this 
appropriation,  plus  the  contribution  of  the  Kennedy  family,  will  be 
the  total  of  all  the  funds  that  are  required. 

Secretary  Ailes.  Yes,  sir;  we  are  very  hopeful  that  will  be  the 
case,  and  we  have  gone  to  great  pains  to  hold  back  this  request  until 
we  were  cmite  sure  of  the  exact  amount. 

( Off  the  record.) 

^Ir.  Ewxs.  Xo  further  questions,  Mr.  Chairman. 

authorization 

iSIr.  Rhodes.  Mr.  Secretary,  the  Congress  from  time  to  time  passes 
resolutions  on  memorials  for  Presidents  who  become  deceased.  If 
this  particular  location  were  not  in  Arlingion  Cemetery,  I suppose  it 
would  be  necessary  for  us  to  take  special  action  legislatively  to  au- 
thorize this  expenditure,  would  it  not  ? 

Secretary  Ailes.  I would  imagine  so  if  the  interment  took  place  in 
a location  other  than  a national  cemetery  facility.  This  is  really  not  a 
memorial  to  President  Kennedy  in  the  sense  that  a monument  is,  such 
as  the  Lincoln  Memorial.  This  is  President  Kennedy’s  grai^e,  with 
a proper  siting  for  it. 

Mr,  Rhodes.  The  act  you  rely  upon  is  the  same  act  under  which  you 
erect  memorials  for  other  sendee  people  who  are  buried  in  Arlington 
Cemetery. 

Secretary  Ailes.  Or  build  walkways.  I may  point  out  the  walkway 
Mr.  Robin  just  described,  going  up  to  the  Custis-Lee  Mansion,  is  re- 
quired to  round  out  this  total  area,  but  this  walkway  could  veiw  well 
have  been  put  in  here  anyway.  I think  there  would  be  no  question  that 
the  Army  would  have  the  authority  to  put  this  walkway  in  if  Con- 
gress appropriated  the  money  for  it.  That  is  really  the  major  thing. 

Mr.  Rhodes.  I was  wondering  the  same  thing  about  Memorial 
Pines  overlook  and  the  walk  up  at  the  top.  This  mi,qfht  well  have 
been  done  as  part  of  the  exhibit  around  the  Custis-Lee  Mansion. 

Ser*retarv  Ailes.  I would  as*ree  with  you  completelv.  The  Custis- 
Lee  ^lansion,  on  the  axis  with  the  Lincoln  Memorial,  has  become  a 
national  shrine.  All  of  this  is  quite  in  keeping  with  that  whole  area 
and  would  be  quite  within  the  Army’s  authority  if  Congress  appro- 
priated the  money  for  it. 
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BREAKDOWN  OF  ESTIMATE 

Mr.  Rhodes.  How  much  F ederal  money  actually  goes  into  the  part 
of  the  project  which  consists  of  the  gravesite  itself  ? 

Secretary  Aides.  None  for  the  gravesite  itself.  Right  around  the 
immediate  gravesite,  which  is  the  family’s  share,  the  total  would  be 
around  $950,000. 

Mr.  Rhodes.  In  other  words,  the  overlook  of  the  grave,  the  ellipti- 
cal walk,  and  the  other  structures  in  the  immediate  vicinity  of  the 
grave  Avould  amount  to  some  $950,000  ? 

Secretary  xIiles.  May  I be  sure  I am  right  in  that  figure? 

Colonel  MAcFarland.  The  items  described  on  the  sketch  which 
you  have  before  you  as  grave  terrace,  grave  plot,  flame  font,  and  termi- 
nal wall  are  those  which  actually  will  be  constructed  with  funds  made 
available  by  the  Kennedy  family. 

Mr.  Rhodes.  That  amount  is  about  $300,000,  as  I understand. 

Secretary  Aides.  It  will  be  greater  than  that;  $321,000  is  the  cur- 
rent estimate.  Is  that  right  ? 

Colonel  MacFardand.  That  is  right,  sir.  The  remainder  of  the 
construction  costs  will  be  the  Federal  portion. 

Mr.  Rhodes.  Plow  much  would  that  be  ? 

Colonel  MacFardand.  From  the  standpoint  of  construction  that 
would  be  $1,244,000  minus 

Mr.  Rhodes.  Why  do  you  say  from  the  standpoint  of  construction? 
Wliy  that  qualifving  language? 

Colonel  MacFardand.  We  furnished  an  individual  cost  breakout 
to  the  committee  some  days  ago,  and  we  described  in  this  cost  break- 
out five  separate  items— construction  costs,  architect-engineer  studies 
and  design,  supervision  and  administration,  reserve  for  design  modi- 
fications, and  visitor  control. 

Mr.  Rhodes.  Does  any  part  of  the  architiect-engineer  fee  go  to  per- 
sons who  designed  the  grave  plot,  grave  font,  and  grave  terrace  ? 

Secretary  Aides.  Ma  v I answer  that  question  ? 

Mr.  Rhodes.  Anybody  may  answer. 

Secretary  Aides.  I think  the  colonel  answered  a different  question 
than  the  one  you  asked  me  when  he  started  with  the  figure  $1,244,  000. 
I believe  that  includes  everything  except  the  family’s  share.  You 
were  excluding  the  stairway 

Mr.  Rhodes.  I was.  The  thrust  of  my  question  was  to  find  the  cost 
of  the  construction  around  the  grave  and  the  immediate  area  of  the 
grave  which  would  not  be  borne  by  the  Kennedy  family. 

Secretary  Aides.  Item  8 on  the  breakout  you  received  shows  $764,000 
for  the  grass  circular  forespace,  and  so  on,  to  which  has  to  be  added 
design  costs  and  whatnot.  I think  $900,000  is  probably  pretty  close  to 
the  estimate. 

Mr.  Rhodes.  That  would  include  the  architect  fees? 

Secretaiy  Aides.  Yes,  sir.  What  we  did  with  respect  to  the  archi- 
tect fees  and  other  design  costs  is  to  make  the  same  breakout  of  theni 
that  we  made  when  we  divided  the  construction  costs  here.  In  other 
words,  we  used  the  relationship  between  the  construction  costs  of 
these  items  to  determine  how  the  design  costs  should  be  shared.  So, 
there  is  an  element  of  that  in  this. 
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Mr.  Rhodes.  In  other  words,  the  $300,000  that  the  Kennedy  family 
is  to  pay,  phis  or  minus,  includes  what  you  deem  to  be  the  fair  share 
of  the  architectural  and  engineering  fees. 

Secretary  Ailes.  Correct.  It  is  approximately  one-sixth.  I think 
the  construction  costs  divided  in  the  neighborhood  of  5 to  1,  so  we 
divided  the  whole  bill  on  that  basis. 

Mr.  Rhodes.  All  of  this  adds  up  to  approximately  $900,000  being 
spent  by  the  Federal  Government  near  the  grave.  As  I say,  this  is 
under  a rather  general  piece  of  legislation.  Do  you  consider  that 
there  is  any  limitation  on  your  authority  as  Secretary  of  the  Army 
as  to  the  amount  of  money  you  can  spend  to  decorate  a single  grave 
in  Arlington  Cemetery  ? 

Secretary  Ailes.  I think  the  limitation  is  what  Congress  is  pre- 
pared to  appropriate.  After  all,  I have  no  authority  to  spend  any 
money  except  what  Congress  is  prepared  to  appropriate. 

Mr.  Rhodes.  In  other  words,  it  is  up  to  us  to  decide  whether  or 
not  we  want  you  to  spend  this  much  money  on  a single  grave. 

Secretary  Ailes.  Absolutely.  I would  like  to  point  out  also  that 
we  are  really  not  talking  about  provision  for  the  grave  even  in  this 
$900,000,  but  proGsion  for  the  people  who  want  to  walk  by  the  grave. 
As  was  said,  in  the  past  year  that  amoimted  to  some  8 million  people 
and,  as  the  chairman  said,  there  is  no  telling  how  many  people  that 
will  be  as  traffic  to  Washington  continues  to  increase. 

COXDITIOX  OF  GRAin:  SITE 

If  I may  say  something  additional  in  that  connection,  last  spring,  I 
believe  it  was,  Mr.  Vinson  called  me  and  said,  “You  ought  to  go  over 
and  take  a look  at  Arlington  Cemetery  and  see  the  manner  in  which 
you  are  providing  for  the  citVens  of  this  country  who  want  to  go  by 
President  Kennedy’s  grave.’’ 

It  was  a disgrace.  The  frost  was  coming  out  of  the  ground,  and  we 
had  only  thin  matting  for  people  to  walk  on.  It  was  an  absolute  dis- 
grace. The  cemetery  people  and  the  Corps  of  Engineers  immediately 
built  some  wooden  platforms  and  then  put  padding  on  top  of  them 
so  people  could  walk  around  in  the  drv.  Kobody  was  prepared  for 
the  proposition  that  so  many  people  would  want  to  come  by  there.  It 
has  continued  without  any  letup  whatsoever. 

Mr.  Rhodes.  Is  there  any  other  grave  in  Arlington  Cemetery  on 
which  a comparable  amount  of  money  has  been  spent  ? 

Secretary  Ailes.  I haven’t  any  idea  what  the  cost  is  on  the  Tomb 
of  the  Unknown  Soldier,  but  that  was  oretty  substantial.  The  onl}" 
other  President  who  is  buried  there  is  President  Taft.  The  circum- 
stances surrounding  his  interment  were  quite  different  from  this  one. 

Mr.  Rhodes.  That  is  all,  Mr.  Chairman. 

Mr.  Kirwax.  Mr.  Davis. 

Mr.  Davis.  Mr.  Secretary,  are  there  any  existing  graves  included 
within  the  area  to  be  appropriated  for  this  ? 

Secretary  Ailes.  No,  sir. 

^Ir.  Daits.  It  does  not  involve  any  others  ? 

Secretary  Ailes.  Ko,  sir.  Actually,  the  photographs  you  have  I 
believe  are  quite  accurate  with  respect  to  the  existing  graves.  I think 
this  area  down  here  is  the  class  of  1879  of  the  Kaval  Academy.  I am 
talking  about  the  lower  right-hand  corner  of  the  directly  overhead 
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view  of  the  model.  There  are  graves  along  the  right,  but  there  are 
no  graves  at  the  present  time  in  this  area.  This  is  a fairly  steep  hillside 
and  behind  the  gravesite  it  is  quite  steep  up  to  the  Custis-Lee  Mansion. 
That  is  fairly  clearly  shown  in  the  picture  which  depicts  the  model 
with  the  Custis-Lee  Mansion  behind  it. 

PRECEDENTS  FOR  FAMILY  CONTRIBUTIONS 

]\Ir.  Davis.  There  is  precedent,  is  there,  for  the  Government’s  pro- 
ceeding with  a project  of  this  kind  with  reimbursement  from  the 
family  ? 

Secretary  Ailes.  Yes,  sir.  There  is  a monument  to  Sir  John  Dill 
in  the  cemetery  which  was  contributed  by  other  than  Federal  funds. 
To  the  best  of  my  knowledge  there  was  no  Federal  contribution  in- 
volved. A group  wished  to  honor  Sir  John  Dill,  and  this  project  was 
approved  by  the  then  Secretary  of  War,  I assume.  The  money  was 
raised  by  a group  of  Sir  John  Dill’s  friends,  and  it  was  accepted. 

Also,  any  monument  you  see  in  Arlington  Cemetery,  over  and  above 
the  normal  grave  stone,  is  a private  monument  that  was  paid  for  by  the 
family,  unless  it  is  a very  old  one.  I don’t  know;  some  of  those  go 
back  some  years.  I don’t  know  how  long  the  regulation  has  been  in 
effect.  Any  modern  one  has  been  done  on  exactly  this  basis.  Differ- 
ent amounts  of  money  were  involved,  of  course. 

Mr.  Kobison.  Mr.  Secretary,  do  you  know  if  there  was  a similar 
family  contribution  for  President  Taft’s  grave  ? 

Secretary  Ailes.  I haven’t  any  idea.  I could  find  out. 

Mr.  Robison.  Would  you  supply  that  for  the  record? 

Secretary  Ailes.  Yes,  sir;  I would  be  glad  to.  Mr.  Fitt  tells  me 
that  the  family  paid  for  the  monument  itself. 

(The  information  to  be  supplied  follows:) 

President  Taft’s  grave  in  Arlington  Cemetery  is  a shaft  crowned  by  a floral 
crest  and  erected  in  1932.  The  Taft  family  paid  the  cost,  and  there  is  no 
record  of  the  amount  as  the  arrangements  were  made  between  the  family  and 
the  monument  firm. 

CONSTRUCTION  SCHEDULE 

Mr.  Davus.  Mr.  Secretary,  what  kind  of  timetable  are  we  talking 
about  in  this  project? 

Secretary  Ailes.  We  had  hoped  for  a long  time  that  this  project 
could  be  finished  by  next  May,  but  it  cannot  be.  We  now  think  it  will 
be  completed  by  next  fall ; that  is,  the  fall  of  1966.  The  problem  here 
is  the  stone. 

Mr.  Davis.  When  would  you  anticipate  letting  the  contract? 

Secretary  Ailes.  In  June  of  this  year.  What  is  going  on  right  now 
is  the  refinement  of  the  design  which  Mr.  Wamecke’s  office  had  com- 
pleted by  November.  It  is  being  refined  into  working  drawings. 
Funds  provided  by  the  family  are  being  used  for  that  purpose.  This 
is  the  arrangement  we  made.  In  lieu  of  seeking  reprograming  funds 
that  were  already  in  our  hands,  we  asked  the  family  to  go  ahead  and 
put  up  the  money  right  away,  which  they  quite  willingly  did,  of 
course.  By  the  time  the  prime  contract  is  let,  which  should  be  in 
June,  we  should  of  course  have  the  funds  in  our  hands. 

^Ir.  Davis.  You  mean  all  of  the  funds? 

Secretary  Ailes.  Yes,  sir. 
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Mr.  Davis.  I understood — at  least  I inferred  from  what  you  said — 
that  the  family  funds  are  already  available  for  use. 

Secretary  Ailes.  Yes,  sir ; that  is  right. 

Mr.  Davis.  Yo  further  questions,  Mr.  Chairman. 

Mr.  Kirwan.  Mr.  Kobison. 

COST  OF  TOMB  OF  UNKNOWN  SOLDIER 

Mr.  Kobison.  I have  no  further  questions  on  this  item.  However, 
I would  like  to  comment  that  I do  like  the  plan  Avliich  has  been  pre- 
pared. I think  it  is  fitting  and  most  appropriate  for  the  site.  I also 
AYOuld  ask  if  you  Avould  be  kind  enough  to  submit  for  the  record,  along 
the  lines  of  Mr.  Rhodes’  question,  and  for  comparative  purposes,  the 
cost  of  the  Unknown  Soldier  project,  including  the  most  recent  addi- 
tions to  that  particular  project. 

Secretary  Ailes.  I would  be  vevj  ha^ipy  to. 

(The  information  to  be  supplied  follows :) 


I.  The  original  Tomb  of  the  Unknown  Soldier  : 

A.  Original  base  authorized  by  Public  Resolution  67,  approved 

March  4,  1921 $4,  000 

B.  Present  tomb  authorized  by  Public  Resolution  44,  approved 

July  3,  1926 ; 44  Stat.  914 50,  000 

C.  Approaches  to  tomb  authorized  by  act  of  March  26,  1930 : Ch. 

92,  46  Stat.  122 416,  686 


470,  686 


II.  The  Unknown  Americans  of  World  War  II  and  Korea  : 

A.  3d  supplemental  appropriation,  fiscal  year  1957,  Public  Law 

85-58  of  June  21,  1957 159,  000 

B.  Public  works  appropriation  (CEDA),  fiscal  year  1958,  Public 


Law  85-167  of  August  26,  1957 40,  000 

Total 199,000 


Grand  total 669,  686 


(Discussion  off  the  record.) 

Mr.  Kirwan.  We  are  glad  to  hai^e  had  you  with  us,  Mr.  Secretaiy. 


Friday,  Wvrch  19,  1965. 

CORPS  OF  ENGINEERS,  DEPARTMENT  OF  THE  ARMY 
Loaver  Granite  Lock  and  Dam,  Snake  Riaur,  Wash. 
WITISTESSES 

COL.  LYNN  C.  LEE,  ASSISTANT  DIRECTOR  OF  CIVIL  WORKS  FOR 
PACIFIC  DIVISIONS 

CHARLES  F.  LUCE,  ADMINISTRATOR,  BONNEVILLE  POWER  ADMIN- 
ISTRATION 

COL.  R.  J.  B.  PAGE,  DEPUTY  DIRECTOR  OF  CIVIL  WORKS 
B.  JOSEPH  TOFFANI,  CHIEF,  PROGRAM  DIVISION  OF  CIVIL  WORKS 

Mr.  Kiravan.  The  committee  will  come  to  order. 

We  have  with  us  this  morning  the  Army  Corps  of  Engineers  and  also 
Mr.  Luce,  the  head  of  the  BonneAdlle  Power  Administration.  Hav^e 
you  a statement,  Mr.  Luce  ? 

44-864—65 34 
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Mr.  Luce.  Yes,  Mr.  Chairman,  I have  a statement  which  I would 
like  to  file  for  the  record.  I can  either  summarize  it  or  just  answer 
questions,  whichever  the  chairman  would  prefer. 

Mr.  Kirwan.  You  may  file  the  statement. 

(The  statement  follows:) 

Statement  of  Bonneville  Power  Administration  in  Support  of  Fiscal  Year 
1965  Construction  Funds  for  the  Lower  Granite  Project 

The  Bonneville  Power  Administration  strongly  supports  the  U.S.  Army  Corps  of 
Engineers’  request  for  funds  in  fiscal  year  1965  to  begin  construction  of  the  Lower 
Granite  project  on  the  Snake  River,  In  addition  to  supplying  firm  power  needed 
in  the  region  in  the  1971-72  load  year,  this  project,  When  completed  in  June  of 
1971,  will  complete  the  important  navigation  program  on  that  reach  of  the  Lower 
Snake  River.  The  four  Lower  Snake  projects  were  authorized  by  Congress  in 
1945. 

BPA’s  most  recent  load-resource  study  for  the  Pacific  Northwest  after  taking 
into  account  energy  exchange  from  the  Pacific  Southwest  shows  that  a delay  of 
Lower  Granite  project  from  the  recommended  schedule  would  result  in  a firm 
energy  shortage  of  over  100,000  average  kilowatts  in  the  1971-72  load  year. 
With  its  energization  in  June  1971,  Lower  Granite  will  add  190,000  kilowatts  of 
average  firm  energy  resulting  in  a firm  power  reserve  of  only  88,000  kilowatts 
which  can  be  absorbed  by  interruptible  load  requirements  of  646,000  kilowatts. 

Similarly,  BPA  estimates  of  January  peakloads  and  peak  generating  capacity 
indicate  that  there  is  a surplus  of  343,000  kilowatts  of  capacity  under  critical 
water  conditions  in  that  year  with  Lower  Granite  on  schedule.  With  a delay  of 
the  466,000  kilowatts  added  by  the  Lower  Granite  project  there  would  be  a firm 
capacity  deficit  of  123,000  kilowatts.  Under  median  water  conditions  even  with 
the  Lower  Granite  project  on  schedule,  all  Pacific  Northwest  area  interruptible 
load  could  not  be  met  during  peakload  hours  in  the  storage  drawdown  period.  De- 
liveries of  capacity  to  the  Southwest  would  have  to  be  curtailed  in  accordance 
with  Public  Law  88-552  to  the  extent  of  any  Northwest  area  deficiency  in  surplus 
capacity  in  meeting  firm  or  secondary  loads  in  the  Pacific  Northwest. 

There  are  no  other  alternative  hydro  projects  which  can  be  constructed  in 
time  to  fill  the  gap.  In  our  estimation,  due  to  litigation,  construction  of  High 
Mountain  Sheep,  the  one  possible  alternative,  is  no  longer  possible  by  that  time. 
Consequently,  the  alternative  to  Lower  Granite  being  available  by  1971-72  is 
that  Bonneville  would  be  forced  to  withhold  sales  to  new  industrial  growth. 
This  would  reduce  power  revenues  and,  in  addition,  have  a serious  effect  on  the 
economy  of  the  Pacific  Northwest.  Until  1971,  the  deficiency  might  be  taken 
care  of  by  the  Government  withholding  the  sale  of  100,000  kilowatts  of  power  to 
new  industry  beginning  in  1968.  This  alone  would  mean  a loss  in  revenue  be- 
tween 1968  and  1971  of  approximately  $7  million.  The  economy  of  the  area 
would  be  slowed  down,  because  industrial  plant  investment  of  up  to  $50  million 
would  be  delayed.  This  investment  and  subsequent  related  sales  of  power 
would  be  permanently  lost  to  the  region.  With  the  projected  continual  decline 
in  the  lumber  industry  in  the  area,  new  employment  is  very  important  to  the 
Northwest. 

The  additional  revenue  from  sales  of  the  88,000  kilowatts  of  the  temporary 
surplus  of  firm  power  that  would  otherwise  be  wasted  to  serve  interruptible 
industrial  loads  is  also  worth  about  $1,500,000  to  the  Bonneville  Power  Admin- 
istration. If  Lower  Granite  is  delayed  until  after  1971,  there  will  be  temporary 
power  surpluses  as  a result  of  the  Canadian  treaty  during  the  intervening  years 
that  cannot  be  sold  between  1968  and  1971.  By  1971,  load  growth  would  absorb 
all  of  these  surpluses.  It  is,  therefore,  quite  important  that  Lower  Granite  be 
completed  before  the  fall  of  1971  to  assure  use  of  some  of  the  temporary  suii)lus 
made  available  by  development  of  Canadian  treaty  storage  projects. 


Table  1. — January  firm  peakload  and  peak  generating  capacity — Critical  hydro  conditions 

[Thousands  of  kilowatts] 
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1 Represents  net  load  to  be  carried  after  deducting  Arizona  capacity  exchanged  with  Pacific  Northwest  for  sununertime  capacity  delivered  to  Arizona. 


Table  2. — Average  firm  energy  loads  and  resources— Critical  hydro  conditions 

[Thousands  of  kilowatts] 


526 


,Q' 

o 

B- 


g bJP 
^ in 


^ CS' 

■§  g 

a I 


Tfl 

CO 

-a 
a a 

p 


527 


Mr.  Kirwan.  $600,000  is  requested  to  initiate  construction  on  the 
Lower  Granite  project  in  Washington.  We  shall  insert  the  supple- 
mental estimate  from  House  Document  No.  80  and  the  justification 
in  the  record. 

(The  estimate  and  justification  pages  follow :) 

“corps  of  engineers CIVIL 

“Construction,  General 

“For  an  additional  amount  for  ‘Construction,  general,’  $600,000,  to  remain 
■available  until  expended.” 

This  proposed  supplemental  appropriation  will  permit  an  immediate  start  on 
■construction  of  the  Lower  Granite  project,  Washington.  Last  year,  following 
a treaty  with  Canada  on  storage  and  use  of  Columbia  River  water  agreement 
was  reached  by  Federal,  State,  public,  and  private  utility  interests  on  power 
interconnections  between  the  Pacific  Northwest  and  the  Pacific  Southwest.  As 
a result,  firm  energy  requirements  of  the  Bonneville  Power  Administration  are 
much  different  than  were  anticipated  when  the  1965  budget  was  transmitted  to 
the  Congress.  To  meet  these  requirements  in  1971  and  beyond,  an  immediate 
start  on  construction  for  the  Lower  Granite  project  is  necessary. 

Construction,  General — Multiple-Purpose  Projects  Including  Power 

LOWER  GRANITE  LOCK  AND  DAM,  SNAKE  RTVER,  WASH. 

Location. — On  the  Snake  River  at  the  head  of  Little  Goose  pool,  river  mile 
107.5  about  50  miles  north  of  Walla  Walla,  Wash. 

Authorization. — 1945  River  and  Harbor  Act. 

Benefit-cost  ratio. — 2.1  to  1. 


Summarized  financial  data 


Amount 

Accumulated 
percent  of 
estimated 
appropriation 
requirements 

Estimated  total  appropriation  requirements . 

i$181,  000.  000 
-142, 366,000 
38, 634,  000 
30,000 
142, 366,  000 
142, 366,  000 
1 181,  030,  000 
1 208,  030,  000 
2, 275,  000 
600,000 
178, 125,  000 

Future  non-Federal  reimbursement.  ..  _ 

Estimated  Federal  cost  (Corps  of  Engineers) 

Estimated  Federal  cost  (U.S.  Coast  Guard)  

Estimated  non-Federal  cost.  _ ....  

Reimbursement:  Power  . 

Total  estimated  project  cost  (initial)  _ _ 

Total  estimated  project  cost  for  ultimate  power  installation  

Appropriations  to  June  30,  1964  . _ 

Supplemental  appropriation  requested  for  fiscal  year  1965 

1 

Balance  to  complete  after  fiscal  year  1965 

Excludes  an  estimated  $965,000  for  deferred  construction  of  relocated  railroads  after  fiscal  year  1972. 
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PHYSICAL  DATA 

Dam : 

Type  : Concrete  gravity  with  earth  and  rockfill  embankments. 

Height : 146  feet  (above  streambed) . 

Length:  3,200  feet  (including  earth  and  rock  embankment,  navigation  lock, 
concrete  nonoverflow  sections,  powerhouse,  and  spillway  dam). 

Reservoir : Acre-feet 

Total  storage  at  elevation  738 484,  000 

Power  (elevator  738-733) 44,000 

Powerhead  navigation  and  incidental  recreation  (below  elevation 

733) 440,000 

Spillway : 

Type  : Gate  controlled  with  stilling  basin. 

Capacity:  (Maximum  pool)  850,000  cubic  feet  per  second. 

Gates  : 8,  50-  by  60.5-foot  tainter. 

Relocations : 

Railroads  : Camas  Prairie  Railroad  39  miles. 

Roads : 

Washington  and  Idaho  State  highways  : 13  miles. 

Coimty  roads  : 30  miles. 

Power  installation : 

Ultimate  : 6 units  at  135,000  kilowatts  ; 810,000  kilowatts. 

Initial : 3 units  at  135,000  kilowatts  ; 405,000  kilowatts. 

Head : 100  feet. 

Lock : 

Type : Single  lift. 

Size : 86  by  675  feet. 

Maximum  lift : 105  feet. 

Levees : 

Length : 10  miles. 

Average  height  above  ground  : 21  feet. 

Construction  not  started. 

Status  {Jan.  1,  1965) 

Completion  schedule 


Entire  project June  1972. 

Land  acquisition June  1971. 

Relocations February  1971. 

Dam Do. 

Lock February  1970. 

Fish  facilities September  1971. 

Powerplant Do. 

Navigation  channel February  1971. 

Power-on-the-line  3 units,  135,000  kilowatts  each June  1971. 


JUSTIFICATION 

Subsequent  to  the  treaty  between  the  United  States  and  Canada  for  the 
utilization  of  Columbia  River  waters  and  to  the  authorization  of  the  Pacific 
Northwest-Southwest  intertie,  the  Bonneville  Power  Administration  reexamined 
the  loads  and  resources  for  the  Pacific  Northwest  for  1971-72  and  beyond.  This 
reexamination,  completed  after  submission  of  the  1965  budget  to  Congress,  re- 
veals that  it  is  imperative  that  the  Low^er  Granite  project  be  in  operation 
during  the  1971-72  storage  period  to  avoid  a deficiency  in  prime  power  under 
critical  water  conditions. 

In  order  to  meet  the  load  required  in  1971-72,  a contract  for  initiation  of 
construction  of  the  Lower  Granite  project  must  be  awarded  in  fiscal  year  1965. 

The  project  will  also  provide  continuation  of  slack-water  navigation  develop- 
ment, with  an  authorized  depth  of  14  feet  for  39  miles  from  the  damsite  at  river 
mile  107.5,  the  head  of  the  next  downstream  dam  Little  Goose  project  pool, 
to  river  mile  146.5,  the  site  of  a future  project,  Asotin  Dam.  Estimated  average 
annual  commerce  on  and  through  the  Lower  Granite  pool,  is  1,442,000  tons 
providing  a transportation  saving  of  $1,576,00.  Principal  commodities  would 
consist  of  wheat,  wood  products,  ores,  petroleum,  and  fertilizers.  Realization 
of  the  complete  naxigation  benefit  requires  completion  of  all  four  of  the  lower 
Snake  River  projects  (Ice  Harbor,  Lower  Monumental,  Little  Goose,  and  Lower 
Granite). 

In  addition,  the  project  will  provide  incidental  recreation  and  flood  control 
benefits. 
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Fiscal  year  1965. — The  requested  amount  of  $600,000  will  be  applied  to — 


Land  acquisition $412,  000 

Initiate  construction  of  1st  step  cofferdam,  diversion,  railroad  shoofly, 

and  temporary  fish  facilities 21,  000 

Initiate  construction  of  project  buildings  and  utilities 20,  000 

Engineering  and  design 111,  000 

Supervision  and  administration 36,  000 


Total 600,  000 


Funds  are  required  for  fiscal  year  1965'  in  order  to  i)erniit  land  acquisition  and 
award  of  a contract  for  initiation  of  construction  during  this  fiscal  year  in  order 
to  meet  the  load  requirement  in  1971-72. 

F on-Federal  costs. — Costs  allocable  to  power  presently  estimated  at  $142,366,000 
are  reimbursable. 

Status  of  local  cooperation. — None  required  for  construction.  Responsibility 
for  repayment  of  power  costs  rests  with  the  Department  of  Interior  pursuant 
to  Federal  laws. 

Comparison  of  Federal  cost  estimate. — The  current  Federal  (Corps  of  Engi- 
neers) cost  estimate  of  $181  million  is  an  increase  of  $7  million  over  the  latest 
estimate  ($174  million)  submitted  to  Congress.  This  increase  is  primarily  due 
to  higher  price  levels. 


Summary  construction  program  (PB-1),  fiscal  years  1965  and  1966 


[In  thousands] 


Item 

Project 

cost 

estimate 

Total  to 
Jime30, 
1964 

Current 
fiscal  year 
1 1965 

1 

Budget 
fiscal  year 
1966 

Balance  to 
complete 
aftei  fiscal 
year  1966 

(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

Lands  and  damages  ..  - 

$10, 200 
43,830 
580 

$7.2 

$381 

31 

$2,  500 
1,762 

$7,311.8 
42,  037. 0 
580.0 

Relocations—  

Reservoir  

Dam . . - 

16, 230 
24,  720 

1 

16, 229.  0 
24,  718.  0 

Lock  --  

2 

Fish  facilities.  

6,440 
47, 395 

78 

6,362.0 
47,  090.  0 

Powerplant  . ..  

305 

Roads  and  railroads ..  . 

1,  770 

1, 193 

577.0 

Navigation  channel . .. 

340 

340.0 

Levees . ..  

7, 925 

7,  925.  0 

Pumping  plants  __  ..  

840 

840.0 

Recreation  facilities . 

965 

965.0 

Buildings,  giounds,  and  utilities.. 

770 

315 

455.0 

Permanent  operating  equipment 

180 

180.0 

Engineering  and  design 

9,370 

9,445 

181,  000 

1, 865. 3 
120.5 

368 

1,800 

5, 336.  7 
8, 678.  5 

169, 625.  0 
-5, 500.  0 

164, 125.  0 

Supervision  and  administration 

36 

610 

Total  applied  cost  (Corps  of  Engineers 
funds  only)..  

1, 993. 0 

816 

8,  566 

Undistributed  cost . . 

5,  500 
14,  066 

Total  project  cost  (Corps  of  Engineers 
funds  only) . 

Pending  adjustments.  ..  _ ..  . 

181, 000 

1, 993.  0 

816 

Total  cost  (Corps  of  Engineers  funds  only). 
Undelivered  orders . _ . .. 

181, 000 

1, 993.  0 
25.0 

816 

41 

14,  066 
-66 

164, 125.  0 

Total  obligations 

2,  018.  0 

857 

14,  000 

164, 125.  0 

METHOD  OF  FINANCING — CORPS  OF 
ENGINEERS  FUNDS 

Appropriations ...  . 

181, 000 

2,275.0 

Unobhgated  carryover  from  prior  year 

257 

0 

Total  fimds  available  for  obligation..  __ 

857 

Appropriations  required. 

600 

14,  000 

164, 125.  0 
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POAVER  REQPaREMENTS 

Mr.  Kirwan.  The  l^udget  estimate  proposes  immediate  start  on  con- 
struction of  this  oroject  to  meet  tlie  poAA’er  requirements  in  1971  and 
beyond  in  connection  AAuth  poAA^er  interconnections  betAA’f^en  the  Pacific 
Northwest  and  the  Pacific  Southwest.  Please  explain  in  detail  what 
these  poAA^er  plans  are  and  the  nrg-ency  for  meeting  this  schedule. 

Mr.  Luce.  Mr.  Chairman,  the  BonneAdlle  PoAxer  Administration,  in 
cooperation  AAnth  the  other  utilities  in  the  region,  has  prepared  load 
estimates  coA^ering  the  next  10  years  and  also  has  prepared  a schedule 
of  generating  projects  to  meet  the  increase  in  electrical  loads  in  the 
region.  During  this  10-year  period  the  increase  in  our  electric  loads  in 
the  XortliAA^est  is  going  to  be  A^ery  great,  aA^eraging  about  1 million 
kiloAA’atts  a year. 

The  committee  is  considering  this  morning  one  of  these  projects  that 
is  considered  necessary  to  meet  this  great  load  increase ; namely,  the 
LoAA’er  Granite  Dam. 

According  to  our  load  proiections,  AAdiich  Ave  think  haA^e  been  made 
on  a consPiwatiA^e  basis,  AA^e  need  the  poAver  from  this  dam  in  June  of 
1971.  If  in  that  year  we  haa^e  what  AA^e  call  critical  Avater  conditions — 
and  this  is  AAdiat  AA^e  must  alAA^ays  plan  against,  to  be  on  the  safe  side — ■ 
and  AA’e  did  not  haA^e  the  LoAA^er  Granite  Dam  generation,  aa^c  Avould 
liaA^e  an  energy  deficit  of  about  100,000  kiloAA^atts  and  a peaking  deficit 
of  about  128,000  kilowatts  in  our  region,  to  sav  nothing  of  the  fact 
that  Ave  AA’ould  not  be  able  to  serA^e  about  646,000  kiloAAAatts  of  inter- 
ruptible load  that  helps  keep  factories  going  and  men  at  Avork. 

SERIES  OF  DAMS  OX"  THE  SX"AKE  AND  COErMBlA  RIATERS 

Mr.  Kiraaa\x.  Please  describe  for  the  record  the  present  dams  that 
are  completed  or  under  construction  on  the  Columbia  and  Snake  PiA^ers 
and  explain  Iioaa^  the  LoAA^r  Granite  lock  and  dam  would  fit  into  this 
system. 

Colonel  Lee.  On  the  Columbia  aa^c  hai^e  The  Dalles  and  BonneAdlle 
and  we  are  building  John  Day  and  McNaiy.  Coming  up  the  Snake, 
the  first  on  the  Snake  is  Ice  Harbor,  which  is  completed.  The  next  two 
on  the  Snake  are  Lower  Monumental  and  Little  Goose,  which  are 
under  construction.  Lower  Granite  would  complete  the  series  of 
dams  up  to  the  Idaho  border.  This  will  enable  navigation  all  the 
way  up  to  Lewiston  and  Clarkston,  Idaho. 

Each  one  of  these  dams  in  turn  generates  poAver  which  is  turned 
over  to  the  BonneAulle  PoAver  Administration.  All  the  dams  are 
necessary  to  complete  the  navigation  channel  up  to  Clarkston  and 
Lewiston. 

STATUS  OF  planning 

Mr.  Kirwan”.  This  project  would  cost  $181  million  and  has  a 
benefit-cost  ration  of  2.1  to  1;  $2,275,000  has  been  appropriated  to 
date.  Exactly  what  is  the  status  of  planning  on  this  project? 

Colonel  Lee.  Certain  features  of  it  are  100  percent  complete.  For 
other  features  the  design  Avon’t  be  completed  for  as  long  as  a year 
or  a year  and  a half  from  noAV.  The  essential  parts  to  start  the 
construction  are  all  completed  now. 

Mr.  Kirwan.  Please  break  down  for  us  the  annual  benefits  on  this 
project  and  describe  Avhat  this  lock  and  dam  Avill  consist  of. 
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PROJECT  DESCRIPTION 

Colonel  Lee.  If  the  chairman  would  care  to  look  at  this  map,  he 
may  follow  this.  Starting  on  the  right  you  have  a concrete  section 
of  the  dam  that  runs  out  to  the  powerhouse.  Then  Ave  hai^e  the  power- 
house. Then  there  is  another  concrete  nonoverfloAv  section  of  the 
dam  between  the  poAverhoiise  and  the  spillAvay.  The  spillway  con- 
sists of  eight  gates  50  feet  wide  and  60.5  feet  high,  capable  of  passing 
a maximum  flood  at  850,000  cubic  feet  per  second.  Immediately  to 
the  left  of  the  spillway  section  is  another  nonoverflow  concrete  section. 
Then  the  next  feature  is  the  naAUgation  lock,  which  Avill  normally  raise 
or  lower  traffic  100  feet,  depending  on  the  direction  of  traAxl.  The 
last  section  of  the  dam  on  the  left  is  an  earth-  and  rock-fill  embank- 
ment, a nonoA^erflow  section. 

ANNUAL  benefits 

The  estimated  average  annual  benefits  for  the  project  are  broken 
doAvn  as  follows:  power,  $13,709,000;  navigation,  $1,576,000;  recrea- 
tion, $205,000;  and  flood  control,  $366,000. 

LAND  ACQUISITION 

Mr.  Kiraa^an.  $10,200,000  of  the  cost  of  this  project  will  be  for 
land.  Please  explahi  how  much  land  will  be  required  and  w’hat  will 
be  the  average  cost  per  acre. 

Colonel  Lee.  The  total  land  requirements  are  8,045  acres,  at  a total 
cost  of  $10,200,000.  This  would  amount  to  between  $1,200  and  $1,300 
per  acre,  the  acquisition  program  includes  purchase  of  over  600  acres 
of  commercial,  industrial,  and  residential  property  and  the  improve- 
ments thereon. 

relocation  costs 

Mr.  Kirwan.  Eelocations  on  this  project  are  estimated  to  cost 
$43,830,000.  Please  describe  what  these  relocations  will  consist  of. 

Colonel  Lee.  The  major  relocation  is  relocating  the  Camas  Prairie 
Eailroad.  We  also  have  some  State  and  county  roads  to  relocate. 

Mr.  Ejravan.  What  will  that  cost? 

Colonel  Lee.  The  relocation  of  the  railroad  is  $34.4  million.  Eelo- 
cating  13  miles  of  Washington  and  Idaho  State  higliAvays  and  30  miles 
of  county  roads  is  $7.9  million.  Kelocation  of  certain  utilities  in  the 
reservoir  area  will  cost  an  additional  $1.5  million. 

COST  OF  FISH  FACILITIES 

Mr.  Kirwan.  Fish  facilities  are  estimated  to  cost  $6,440,000.  What 
will  these  consist  of? 

Colonel  Lee.  The  fish  facilities  consist  of  a north  shore  fish  entrance 
between  the  spillway  and  the  lock,  a transportation  channel  through 
the  spillway  to  the  powerhouse,  a powerhouse  collection  system,  a south 
shore  entrance,  and  one  ladder  on  the  south  side  of  the  poAverhouse. 
No  specific  facilities  will  be  provided  for  the  doAAiistream  movement 
of  fingerlings  as  these  fish  can  negotiate  the  spillway,  the  turbine,  the 
navigation  locks,  or  go  back  down  the  ladder. 
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AFFECT  ON  COMPLETION  DA'i'12 

Mr.  Kirwan.  By  starting  this  project  this  spring  instead  of  waiting 
for  the  regular  1966  bill,  how  much  do  you  estimate  that  it  will  speed 
up  the  completion  date? 

Colonel  Lee.  This  supplemental  appropriation  will  enable  us  to 
have  the  power  on  the  line  1 year  sooner. 

Mr.  Kirwan.  One  year  sooner? 

Colonel  Lee.  Yes,  sir. 

BUDGET  ESTIMATE,  19  6 6 

Mr.  Kirwan.  The  regular  1966  budget  includes  $14  million  for  con- 
struction of  the  Lower  Granite  lock  and  dam.  What  effect  will  this 
supplemental  have,  if  any,  on  this  original  1966  request  ? 

Colonel  Lee.  It  will  not  influence  it,  sir.  We  had  planned  to  ask 
for  this  $600,000  at  the  time  we  developed  the  $14  million. 

Mr.  Kirwan.  Mr.  Evins. 

NEED  FOR  supplemental 

Mr.  Evins.  Colonel  Lee,  in  line  with  our  chairman’s  question,  please 
explain  the  urgency  to  move  this  dam  into  construction  in  the  supple- 
mental rather  than  in  the  regular  appropriation  bill. 

Colonel  Lee.  Sir,  it  has  to  do  with  the  riverflow.  The  critical  ele- 
ment in  construction  of  this  dam  is  the  time  it  takes  to  build  the  power- 
house, which  is  4 years  and  4 months,  and  to  be  ready  to  start  it  we 
have  to  have  the  river  diverted  during  a period  of  low  flow  of  the 
river.  We  have  to  make  the  actual  diversion  to  the  new  channel  and 
get  prepared  for  the  powerhouse  construction  during  low  flow  of  the 
river,  and  if  we  do  not  start  in  June,  we  will  have  lost  a whole  year 
to  the  next  low  flow. 

Mr.  Evins.  I see  by  your  diagrammatic  map  here  you  have  seven 
dams  either  completed  or  under  construction  below  the  Lower  Granite. 
Is  that  correct  ? 

Colonel  Lee.  Yes,  sir. 

Mr.  Evins.  How  many  are  not  completed  ? 

Colonel  Lee.  John  Day,  Lower  Monumental,  Little  Goose.  The 
three  of  them  are  under  construction. 

Mr.  Evins.  Four  completed  and  three  under  construction? 

Colonel  Lee.  Eight,  sir. 

Mr.  Evens.  Looking  at  your  map,  there  must  be  some  dams  on  the 
Clearwater  North  Fork  and  South  Fork  over  in  Idaho.  This  gets 
right  up  to  the  State  line.  All  of  these  are  in  Washington.  Are 
there  any  dams  under  construction  or  planned  for  these  tributary 
rivers,  the  Salmon  and  the  Clearwater  and  the  North  Fork,  or  will 
the  Lower  Granite  hold  the  floods  from  these  inflow  rivers? 

Colonel  Lee.  The  Dworshak  Dam  is  upstream  on  the  Clearwater. 
That  is  under  construction. 

Mr.  Evins.  That  is  not  shown  here.  That  is  another  one. 

Colonel  Lee.  We  have  several  dams  that  are  under  consideration. 
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ASOTIN  dam 

Mr.  Evins.  Did  you  mention  the  Asotin  Dam?  Where  is  that  to 
be  built  ? 

Mr.  Luce.  That  is  an  authorized  project. 

Mr.  Evins.  Is  the  Asotin  planned  for  construction? 

Colonel  Lee.  The  Asotin  is  to  be  located  where  this  pool  we  are 
talking  about  n^ow,  the  Lower  Granite  pool,  ends.  In  other  words 
the  Asotin  Dam  will  be  placed  at  the  head  of  the  pool  for  the  Lower 
Granite  Dam.  Planning  has  not  been  started. 

Mr.  Evins.  Will  that  be  in  Washington  or  in  Idaho? 

Colonel  Lee.  It  will  be  straddling  the  border  between  the  two  States, 
I believe,  sir. 

Mr.  Evins.  And  the  Dworshak  Dam  is  under  construction  also  ? 

Colonel  Lee.  Yes,  sir. 

FISH  LADDERS 

^Ir.  Evins.  Colonel  Lee,  do  they  have  these  fish  ladders  in  each  one 
of  these  dams  constructed  and  under  construction? 

Colonel  Lee.  Yes,  sir.  All  of  the  dams  below  Lower  Granite — that 
is,  further  downstream — have  fish-passing  facilities. 

Mr.  Evins.  How  far  upstream  do  you  plan  to  carry  these  fish? 

Colonel  Lee.  Asotin  will  provide  for  passage.  The  next  dam  is  a 
private  power  dam,  and  I am  not  sure  whether  it  has  it  or  not. 

Mr.  Evins.  I can  understand  the  salmon  coming  from  out  in  the 
Pacific  Ocean  should  come  upstream.  I wondered  how  far  you  pro- 
pose to  carry  them. 

Mr.  Luce.  May  I answer  that  ? 

Mr.  Evins.  Yes. 

Mr.  Luce.  The  principal  salmon  spawning  stream  on  the  whole 
Columbia  River  system  is  the  Salmon  River,  which  is  above  the  dam 
we  are  considering  this  morning ; namely,  the  Lower  Granite  Dam. 

Mr.  Evins.  You  have  to  get  them  by  this  and  into  the  Salmon  River  ? 

Mr.  Luce.  That  is  correct.  Another  stream  that  used  to  be  a great 
spawning  stream  and  that  is  being  rehabilitated  is  the  Middle  Fork 
and  South  Fork  of  the  Clearwater  River,  on  which  no  dams  are 
presently  under  construction. 

Mr.  Evins.  Do  you  feel  there  is  a real  urgency  to  move  this  project 
into  construction? 

Mr.  Luce.  From  the  power  standpoint;  yes,  sir. 

Mr.  Evins.  I notice  one  other  thing  in  your  justification.  You  state 
the  average  annual  commerce  will  be  1,442,000  tons.  These  commodi- 
ties are  wheat,  wood,  ore,  petroleum,  and  fertilizer  that  will  be  shipped 
through  this  navigation  lock.  Is  that  correct  ? 

Colonel  Lee.  Yes,  sir. 

Mr.  E^uns.  Yo  further  questions. 

Mr.  Kirwan.  Mr.  Rhodes. 

relationship  to  northwest-southwest  intertle 

Mr.  Rhodes.  Mr.  Luce,  when  will  the  Northwest- Southwest  inter- 
tie be  energized? 

Mr.  Luce.  There  are  four  intertie  lines,  Congressman  Rhodes.  The 
first  one  will  be  energized  in  May  1967,  the  second  one  we  hope  in 
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May  1968,  the  third  one  in  October  1968,  and  the  fourth  one,  which’ 
is  the  line  to  Hoover  Dam,  in  May  of  1971. 

Mr.  Rhodes.  So  that  by  the  time  the  power  shortage  in  the  North- 
west occurs  yon  will  have  the  whole  intertie  system  energized? 

Mr,  Luce.  That  is  correct,  sir. 

Mr.  Rhodes.  Yon  are  aware,  of  course,  of  the  development  in  the 
Southwest,  as  far  as  power  facilities  are  concerned.  These  include 
the  West  Combine  hoped  for  construction  on  the  Colorado  River  and 
plans  by  various  private  companies  and  public  power  agencies,  to 
build  increased  capacity.  With  the  intertie  and  this  increased  capac- 
ity, does  not  the  argument  about  the  kilowatt  shortage  in  the  North- 
west rather  melt  away  ? 

Mr.  Luce.  No,  sir,  it  does  not.  We  have  taken  into  account  in  the 
projections  of  load  growth  and  the  generating  resources  the  fact 
we  will  be  getting  substantial  generation  by  seasonal  exchanges  from 
Arizona,  and  will  still  have  this  problem  in  1971. 

AVERAGE  POWER  SHORTAGE  IN  19  71 

Mr.  Rhodes.  Is  this  100,000-kilowatt  shortage  an  average  shortage' 
figure  ? 

Mr.  Luce.  Yes,  sir.  That  figure  is  not  a peaking  shortage,  it  is  an 
energy  shortage. 

Mr.  Rhodes.  So  that  in  1971-72  load  year  yon  will  have  an  average 
shortage  of  100,000  kilowatts  in  the  Pacific  Northwest? 

Mr.  Luce.  This  is  very  complicated — ^the  word  “average” 

Mr.  Rhodes.  I am  trying  to  read  from  your  statement  here. 

Mr.  Luce.  Yes,  sir.  The  word  “average”  refers  to  an  average 
number  of  kilowatts  each  hour  of  the  day,  each  day  of  the  year. 
A shortage  could  develop;  however,  it  will  not  develop  if  we  have 
average  water  conditions.  This  is  another  use  of  the  word  “average.’’* 

We  plan,  as  I mentioned,  to  meet  our  powerloads  on  the  basis 
of  the  critical  water  year  according  to  the  flow  records  on  the  streams 
we  are  dealing  with.  If  we  do  not  plan  that  way,  we  could  plan 
ourselves  into  a shortage.  So  the  figure  I gave  assmnes  that  the- 
worst  would  happen  and  we  would  have  a critical  water  year  in  1971. 

Mr.  Rhodes.  Are  we  to  understand,  then,  the  figure  which  you  give- 
in  your  statement  of  100,000  average  shortage  in  the  year  1971-72 
occurs  after  cranking  in  the  additional  capacity  which  will  be  available 
after  the  Northwest- Southwest  intertie  is  energized  ? 

Mr.  Luce.  Yes,  sir. 

Mr.  Rhodes.  IWiat  will  the  shortage  be  if  something  should  occur 
that  would  delay  the  energization  of  the  intertie  past  that  period  ? In 
other  words,  what  amount  of  capacity  are  you  counting  on  in  consider- 
ing the  total  available  in  the  Northwest  ? 

Mr.  Luce.  Over  the  intertie  line  that  would  be  completed  in  1971  to 
Hoover  Dam,  which  is  the  only  one,  I think,  that  might  slip  past  the 
1971  date,  we  are  planning  in  that  year  to  have  interchanges  with  Ari- 
zona of  between  300,000  and  400,000  kilowatts  of  peaking  capacity. 
So  we  would  have  that  additional  problem. 

Mr.  Rhodes.  Would  there  not  be  other  power  available  besides  this 
Arizona  power  ? Will  you  not  have  available  also  offpeak  power  from 
southern  California  ? 


535 


Mr.  Luce.  Yes,  we  will  have  off  peak  energy  from  California,  but 
that  also  has  been  taken  into  accomit  in  the  load  and  resource  projec- 
tions I have  presented  to  the  committee.  As  I mentioned,  I cannot 
imagine  that  we  will  slip  any  of  the  California  intertie  lines  past  1971. 
'They  are  to  be  finished  in  1967  and  1968,  and  I am  sure,  while  they 
might  slip  a little  it  would  not  be  3 years. 

Mr.  Rhodes.  Do  you  have  your  studies  available  for  the  record 
which  you  used  in  order  to  come  by  these  conclusions  which  you  have 
in  your  statement  ? 

Mr.  Luce.  Yes,  sir.  Tables  1 and  2 are  attached  to  my  statement. 

Mr.  Rhodes.  And  they  will  be  included  in  the  record  ? 

Mr.  Kirwax.  Yes. 

Mr.  Rhodes.  That  is  all,  Mr.  Chairman. 

^Ir.  Kirwax.  Mr.  Evins. 

Mr.  Evixs.  I did  overlook  the  fact  there  is  to  be  a $30,000  appropria- 
tion to  the  L^.S.  Coast  Guard  for  this  project. 

Colonel  Lee.  Yes,  sir.  This  is  for  navigation  aids. 

PROJECT  COST  REIMBEmSEMEXT  FROM  POWER 

Mr.  E\txs.  And  $142,366,000  is  your  estimated  reimbursement  from 
the  sale  of  power  which  will  return  to  the  Treasury  on  this  project  ? 

Colonel  Lee.  Yes,  sir. 

Mr.  Evixs.  IVill  there  be  any  other  contributions  ? 

Colonel  Lee.  Yo,  sir;  there  is  no  local  contribution  otherwise. 

Mr.  Evixs.  Do  you  think  this  is  a firm  cost  figure  ? 

Colonel  Lee.  Based  on  today’s  prices,  yes,  sir. 

Mr.  Evixs.  You  are  not  expecting  to  come  back  in  another  year 
mow  and  ask  us  to  increase  this  appropriation  ? 

Colonel  Lee.  Yo,  sir. 

Mr.  Evixs.  Thank  you. 

Mr.  Kirwax.  Mr.  Davis. 

Mr.  Davis.  Thank  you,  Mr.  Chairman.  I gather  there  was  no  re- 
quest made  for  funds  under  this  project  for  the  current  fiscal  year. 

Colonel  Lee.  That  is  correct,  sir.  In  the  Senate  the  interested 
Senators  suggested  one,  but  it  was  knocked  out  in  the  conference  be- 
tween the  Senate  and  the  House. 

Mr.  Daihs.  There  was  no  budget  request  for  1965 ; is  that  right  ? 

Colonel  Lee.  Yes : there  was  none. 

STATE'S  OF  PLAXXIXG 

Mr.  Davis.  The  money  appropriated  in  fiscal  1964,  then,  I take  it, 
was  for  the  completion  of  the  planning  ? 

Colonel  Lee.  Up  to  the  construction  period ; yes,  sir. 

Mr.  DA^TS.  And  that  was  done  on  schedule,  and  apparently  you 
were  able  to  save  $257,000  in  doing  it.  Am  I interpreting  the  figures 
you  provided  correctly  ? 

Colonel  Lee.  Yo,  sir. 

Mr.  Davis.  I was  afraid  of  that. 

Colonel  Lee.  Ydien  one  project  is  obviously  not  going  to  go  at  a 
particular  time,  the  people  in  the  field  will  withdraw  some  of  the 
effort  from  that  and  put  it  in  other  places.  So  the  funds  were  carried 
-over  into  this  fiscal  year  and  they  are  still  using  those  funds. 
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Mr.  Davis.  Then  the  planning  work  was  not  completed  during 
fiscal  1964? 

Colonel  Lee.  No,  sir;  planning  will  not  be  complete  for  2 or  3 
years  in  the  ultimate  sense  of  the  word.  The  planning  is  completed 
to  allow  for  the  initiation  of  the  contract. 

In  addition,  we  have  moved  a small  amount  of  money  from  other 
projects  to  keep  this  planning  going  through  the  year.  The  carryover,, 
and  this  transfer,  was  sufficient  to  keep  it  going. 

Mr.  Davis.  1 am  afraid  you  have  lost  me.  I am  looking  at  the  final 
page  of  the  justifications  in  which  you  show  a chart  with  total  obliga- 
tion of  $2,018,000,  appropriations  of  $2,275,000,  unobligated  carryover 
from  prior  year  of  $257,000.  But  I do  not  see  where  you  show  what 
you  are  going  to  do  with  the  $600,000,  part  of  which  you  show  for 
engineering  and  design,  and  so  on,  and  I do  not  find  anywhere  that 
the  $257,000  is  now  to  be  credited. 

Colonel  Lee.  We  show  a total  requirement  for  this  year  of  $857,000, 
sir,  on  the  same  page  you  were  mentioning,  at  the  top  there.  On  the 
prior  page  you  will  see  items  that  add  up  to  $857,000. 

Mr.  Davis.  I see.  If  we  take  the  $111,000  shown  for  engineering 
and  design,  which  appears  on  page  4,  and  add  that  to  the  $257,000  that 
is  unobligated  at  the  present  time,  we  will  come  up  with  the  $368,000 
that  appears  on  page  6 ? 

Colonel  Lee.  Yes,  sir. 

BASIS  EOR  COST  INCREASE 

Mr.  Davis.  This  was  last  before  the  committee,  then,  for  the  1964 
fiscal  year  when  you  indicated  increasing  costs  of  the  project  of  about 
$7  million.  Is  this  based  on  Corps  of  Engineers  estimates  of  costs  in 
this  particular  area?  Or  is  it  based  on  a more  general  production  cost 
index ; such  as,  END,  or  something  of  that  kind  ? 

Colonel  Lee.  No,  sir;  this  is  based  on  a more  detailed  study.  As 
planning  goes  along,  certain  items  have  gone  up  and  certain  items 
down.  It  is  also  based  on  the  cost  index  change  froni  last  year.  In 
other  words,  the  cost  index  rise  from  July  1, 1963,  which  was  the  price 
index  we  used  for  last  year’s  estimate,  until  July  1,  1964,  would  give 
this  project  a plus  figure  of  $6,662,500  as  against  the  $7  million.  How- 
ever, we  had  internal  changes.  Some  of  them  went  down,  other  items 
Avent  up  and  the  net  change  is  almost  equal  to  the  actual  increase  due 
to  the  index  rise  I gai^e  to  the  committee. 

AFFECT  OF  CANADIAN  TREATY 

Mr.  Daats.  Were  the  plans  so  little  advanced  as  to  make  it  untimely 
to  include  construction  and  final  design  funds  for  this  project  in  the 
current  regular  appropriation  for  this  year  ? 

Colonel  Lee.  No,  sir.  In  other  words,  if  the  administration  had 
decided  to  include  this  at  the  start,  our  plans  could  have  kept  up.  We 
decided  we  wanted  to  start  it  now  based  on  the  reevaluation  that  Mr., 
Luce  has  just  gone  through,  Avhich  was  started  sometime  after  last 
August,  I tielieve. 

Mr.  Luce.  After  the  Canadian  treaty  last  fall. 

Mr.  Davis.  The  date  of  the  Canadian  treaty  was  when  ? 
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Mr.  Luce.  Katification  was  exchanged  on  September  16,  1964. 

Mr.  Davis.  Are  arrangements  for  the  use  of  the  generated  power 
and  some  of  the  other  related  things  in  connection  with  this  particular 
project  dependent  upon  the  terms  of  that  treaty  ? Is  that  the  story 
here  ? 

Mr.  Luce.  Yes,  Congressman  Davis,  in  this  regard : A year  ago  we 
coidd  not  recommend  the  Lower  Granite  Dam  for  a start  for  comple- 
tion in  1971  because  we  did  not  know  what  disposition  was  going  to 
be  made  of  Canada’s  share  of  the  power  that  arises  under  the  treaty. 
That  share  of  power  in  1971  is  1 million  kilowatts.  The  disposition 
that  was  finally  made,  when  all  of  the  arrangements  were  settled,  is 
that  1 million  kilowatts  were  sold  into  California  for  a period  that 
will  run  at  least  until  1973,  and  probably  beyond. 

Aow,  a year  ago  we  had  to  plan  against  the  possibility  that  the  1 
million  kilowatts  could  not  be  sold  into  California  and  that  we  would 
have  it  to  dispose  of  in  the  power  market  in  the  Pacific  Aorthwest,  in 
which  event  we  would  not  have  needed  this  project  in  1971. 

Mr.  Khodes.  Will  the  gentleman  yield  ? 

Mr.  Daius.  Yes. 


power  supply  axd  requirements 

Mr.  Rhodes.  Are  you  considering  the  amount  of  power  which  will 
probably  be  pooled  by  the  West  Combine  which  may  be  available  for 
export  ? 

Mr.  Luce.  Mr.  Rhodes,  I met  with  the  Board  of  Directors  of  West 
earlier  this  week  in  Phoenix,  and  they  did  not  at  that  time  indicate 
that  they  would  have  available  by  the  1971  date  power  to  be  exported 
to  the  Pacific  Northwest  from  plants  that  they  have  scheduled  for 
completion  by  that  time.  I think  that  ultimately,  with  this  big  inter- 
tie line  to  Hoover  Dam,  we  are  going  to  be  able  to  get  some  low-cost 
offpeak  energy — I hope  so — but  not  in  time  for  this. 

Mr.  Rhodes.  What  will  happen  to  the  power  requirements  of  the 
Northwest  subsequent  to  the  period  1971-72?  Does  your  curve  con- 
tinue up  ? 

Mr.  Luce.  Yes.  By  1971  our  loads  are  increasing  on  peak  about  a 
million  kilowatts  a year,  and  on  average  energy  about  600,000  kilo- 
watts a year.  We  projected  a peakload  increase  of  about  6 percent  per 
year  thereafter  compounded.  That  is  a little  less  than  the  national 
average  but  approximates  the  national  average.  We  think  that 
load  growth  load  can  be  met  until  about  1975  through  hydro  projects 
in  the  Northwest  and  intertie  imports,  that  thereafter  the  Northwest  is 
going  to  have  to  consider  steam-fired  plants,  either  coal,  atomic,  or 
both. 

Mr.  Rhodes.  You  mentioned  in  your  statement  that  the  average  firm 
energy  shortage  in  1971-72  will  he  100,000  kilowatts.  What  about 
your  average  peak  shortage  ? 

Mr.  Luce.  In  that  year,  if  we  did  not  get  this  project,  it  would  be 
about  123,000  kilowatts,  a little  more. 

^Ir.  Rhodes.  Instead  of  the  100,000  shown  ? 

^ Mr.  Luce.  Yes;  and  it  takes  into  account  the  fact  we  will  be  get- 
ting 300,000  to  400,000  kilowatts  of  peak  out  of  Arizona  in  1971. 

Mr.  Rhodes.  What  is  the  capacitor  of  the  intertie  when  completed  ? 
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Mr.  Luce.  There  are  four  lines  that  are  collectively  called  the  inter- 
tie. The  capacity  is  about  4.5  million  kilowatts. 

Mr.  Rhodes.  Why  are  you  building  such  a big  line  to  transfer  300,- 
000  to  400,000  kilowatts  ? 

Mr.  Luce.  It  was  regarded  as  very  important  by  the  people  and 
agencies  in  the  Pacific  Southwest  that  their  line,  the  line  that  would 
serve  their  area  and  connect  with  the  Pacific  Northwest,  be  started 
simultaneous  with  the  lines  to  California  and  not  be  delayed  for  a 
subsequent  start.  The  loads  will  build  up  quite  rapidly  on  that  par- 
ticular line,  so  that  by  1976  or  1977  we  should  have  it  quite  well  loaded. 

Mr.  Rhodes.  By  “that  particular  line”  you  are  referring  to  the  line 
from  Hoover 

Mr.  Luce.  To  The  Dalles. 

Mr.  Rhodes.  To  The  Dalles  ? 

Mr.  Luce.  Yes,  sir;  and  the  capacity  of  that  particular  line  is  1.3 
million  kilowatts. 

Mr.  Rhodes.  So  when  you  talk  about  300,000  or  400,000  kilowatts 
being  available  from  Arizona,  you  are  talking  about  power  which 
would  primarily  be  transferred  on  that  line  ? 

Mr.  Luce.  Yes,  sir. 

Mr.  Rhodes.  What  about  the  other  three  lines  ? Do  you  have  any 
energy  available  on  those  lines  ? 

Mr.  Luce.  The  other  three  lines  are  going  to  be  used  to  send  peaking 
southward  in  this  period  that  Ave  are  talking  about,  because  the  Cali- 
fornia utilities  liaA^e  bought  this  Canadian  entitlement  which  they  will 
use  on  the  peak  of  their  load.  We  do  not  sIioav  energy  imports  from 
California  in  any  quantity  until  after  1971.  I suppose  that  it  would  be 
possible,  in  a pinch,  to  go  doAvn  there  and  buy  some  steam.  We  do 
not  like  in  our  planning  to  take  into  account  that  kind  of  a hit-or-miss 
transaction. 

FUNDS  AVAILABLE  TO  ABSORB  REQUEST 

Mr.  Rhodes.  Is  it  possible  to  transfer  funds  to  make  up  this  $600,- 
000  ? Does  anybody  from  the  Corps  of  Engineers  want  to  testify  as 
to  that?  You  ought  to  have  some  slippage  here  that  you  could  have 
used  for  that. 

Mr.  Tofani.  It  might  be  a possibility. 

Mr.  Kirwan.  Mr.  Robison. 

USE  OF  SUPPLEMENTAL  FUNDS 

Mr.  Robison.  Colonel,  the  justifications  for  this  $600,000  are  based 
on  the  urgency  of  awarding  a contract  for  initiation  of  construction 
during  fiscal  1965,  and  yet  of  the  $600,000  only  $41,000  would  be  ap- 
plied to  actual  construction.  Is  that  right  ? 

Colonel  Lee.  That  is  correct,  sir.  We  must  have  authority  to  make 
the  start  from  Congress  before  Ave  can  let  the  contract. 

Mr.  Robison.  Out  of  the  balance  of  the  $600,000,  $412,000  is  for  land 
acquisition.  Correct? 

Colonel  Lee.  Right,  sir. 

Mr.  Robison.  Hai^e  there  been  any  funds  appropriated  for  land  ac- 
quisition up  to  noAv  ? 

Colonel  Lee.  No.  sir. 
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Mr.  Kobison.  And  the  land  in  question  is  that  area  shown  in  green 
on  the  diagramatic  chart  we  have  ? 

Colonel  Lee.  Yes,  sir. 

Mr.  Kobison.  Are  you  in  a position  at  this  time  to  acquire  this  land 
during  the  remaining  few  months  of  this  fiscal  year  ? Or  do  you  need 
the  money  in  the  bank,  so  to  speak,  in  order  to  award  your  base 
contract? 

Colonel  Lee.  Yes,  sir.  We  are  in  a position  to  acquire  some  of  it. 
I do  not  believe  we  can  acquire  all  of  it.  We  have  to  acquire  that 
part  of  the  land  we  are  actually  going  to  need  to  let  that  contract,  so 
the  contractor  will  be  free  to  move  around. 

Mr.  Kobison.  The  actual  contract  will  be  for  roughly  $41,000  ? 

Colonel  Lee.  That  is  all  we  expect  to  spend,  Mr.  Robison. 

Mr.  Robison.  One  other  question,  Mr.  Chairman. 

Colonel  Lee.  The  contract  will  be  for  a much  larger  amount. 

Mr.  Robison.  Eventually  or  now  ? 

Colonel  Lee.  Eventually  the  total  value  will  be  more. 

Mr.  Robison.  But  the  funds  expected  to  be  expended  under  that 
contract  in  1965  are  $41,000  ? 

Colonel  Lee.  Yes,  sir. 

Mr.  Robison.  Row,  with  respect  to  the  increase  in  the  cost  estimates 
of  $7  million  over  your  prior  estimate,  is  that  increase  in  cost  both  for 
land  cost  and  for  construction  cost  ? 

Colonel  Lee.  There  are  certain  elements  of  the  cost  estimates  that 
have  gone  up  and  other  elements  have  gone  down.  Real  estate  has 
gone  up  $1.1  million. 

Mr.  Robison.  That  is  all,  Mr.  Chairman. 

]\Ir.  Kirwan.  Thank  you. 

Pay  Act  and  Wage  Board  Supplementals 

Mr.  Kir’wan.  $2,012,000  is  requested  for  “Operation  and  mainte- 
nance, general”  for  new  pay  costs  and  wage  board  costs.  We  will  in- 
sert the  justification  in  the  record. 

(The  justifications  follow :) 

OPEEATIOiSr  AND  MAINTENANCE,  GENERAL,  CORPS  OF  ENGINEERS,  CiVIL 

An  additional  amount  of  $312,000  is  required  for  fiscal  year  1965  in  “Operation 
and  maintenance,  general”  appropriation  to  fund  the  classified  salary  increases 
during  the  fiscal  year  occasioned  by  the  Federal  Employees  Salary  Act  of  1964, 
Public  Law  88-426,  approved  August  14,  1964.  The  classified  pay  increase  has 
increased  the  cost  of  operation  and  maintenance  of  civil  works  projects  in  the 
amount  requested.  It  is  essential  that  the  amount  requested  be  provided  to  assure 
that  minimum  essential  stafiing  is  maintained  for  operation  and  maintenance 
of  channels,  structures,  powerhouses,  and  other  facilities.  It  is  essential  to 
maintain  structures  as  well  as  to  effect  repairs  to  assure  continued  operation  of 
navigation  and  flood  control  facilities  and  to  prevent  more  costly  repairs  in 
subsequent  years.  Any  reduction  in  personnel  to  absorb  the  total  pay  increase 
costs  or  reduction  in  other  object  classes  such  as  supplies  and  spare  parts  for 
lock  and  dam  maintenance  would  seriously  affect  the  operation  of  these  facilities. 

An  additional  amount  of  $1,700,000  is  required  for  fiscal  year  1965  in  “Operation 
and  maintenance,  general”  appropriation  to  meet  the  costs  of  wage  board  rate 
increases  occurring  during  the  period  October  1,  1963,  through  June  1965,  and 
not  budgeted  for  in  the  fiscal  year  1965  estimate.  Wage  board  increases  are 
established  in  accordance  with  authority  contained  in  the  Classification  Act  of 
1949,  as  amended,  which  provides  that  the  compensation  of  employees  in  recog- 
nized trades  or  crafts  shall  be  fixed  and  adjusted  from  time  to  time  as  nearly 
44-864— 65— —as 
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as  is  consistent  with  the  public  interest  in  accordance  with  prevailing  rates. 
The  Army- Air  Force  wage  board,  established  February  21,  1952  (AR-15165),  by 
the  Secretaries  of  Army  and  the  Air  Force,  has  the  responsibility  and  jurisdiction 
over  the  determination  of  appropriate  wage  rates  and  issuing  locality  wage 
schedules  to  the  two  Departments. 

The  Public  Works  Appropriation  Act  for  the  fiscal  year  1965  provided  for  the 
increased  cost  for  operation  and  maintenance  of  Corps  of  Engineers  civil  works 
projects  necessitated  by  wage  rate  increases  approved  by  the  Army-Air  Force 
wage  board  up  to  October  1,  1963.  Since  October  1,  1963,  wage  board  rates 
increases  have  increased  the  cost  of  operation  and  maintenance  of  civil  works 
projects  and  it  is  estimated  that  during  the  period  October  1,  1963,  through 
June  1965,  the  wage  board  rate  increase  will  total  $1,700,000,  based  on  the  data 
submitted  below,  which  amount  was  not  provided  for  in  the  budget  estimate 
for  fiscal  year  1965. 

The  following  are  wage  board  rate  increases  for  the  period  October  1,  1963, 
through  February  1965 : 


Month  efiective 

Number  of 
employees 
receiving 
wage  board 
increases 

Total 
amount  of 
increase  for 
12-month 
period 

1963 

October  

276 

$33, 900 

November _ 

571 

86, 000 

December 

948 

187, 900 

196i 

January 

248 

62, 800 

February _ 

132 

15, 600 

Ma'ch . . 

1,459 

353, 800 

April 

714 

152, 900 

May 

475 

78,  800 

June  _ 

511 

172, 300 

July 

234 

1 42, 100 

August 

824 

1 111,  400 

September 

92 

1 10, 800 

October  

354 

1 39, 100 

November _ . 

477 

1 54,  600 

December 

930 

1 84, 000 

1965 

January 

131 

1 12, 000 

February 

no 

1 40, 000 

Total 

8, 486 

1, 538, 000 

1 Total  cost  for  fiscal  year  1965  only. 


The  estimated  increase  in  wage  board  rates  from  March  1,  1965,  to  June  30, 
1965,  is  $200,000  for  the  current  fiscal  year  only. 

In  summary,  wage  board  rate  increases  over  the  period  October  1, 1963,  through 
June  30,  1965,  are  presented  by  fiscal  years  1964  and  1965  as  follows : 


Fiscal  year  1964 : Oct.  1, 1963  through  June  1964 $1, 144,  000 

Fiscal  year  1965 : 

July  1,  1964,  through  February  1965 394,  000 

Estimated  Mar.  1,  1964,  through  June  1965 200,  000 

Total 594,  000 

Grand  total h '^38,  000 

Rounded  to '^00,  000 


These  funds  are  needed  to  carry  out  the  work  program  as  budgeted  and  to  pre- 
vent the  deferment  of  urgently  needed  maintenance  work  essential  during  the 
current  fiscal  year,  thus  preventing  further  deterioration  and  more  costly  repairs 
at  a later  date. 

Mr.  Kirwan.  What  are  the  total  new  pay  costs  and  how  much  is 
being  absorbed? 
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Colonel  Page.  The  total  cost  of  the  pay  raise  for  “Operation  and 
maintenance,  general”  is  $1,529,000.  We  are  requesting  $312,000  for 
this  purpose  and  are  absorbing  $1,217,000. 

With  regard  to  the  wage  board  request,  the  $1,700,000  is  our  total 
estimated  requirement  for  fiscal  year  1965,  and  none  of  this  can  be  ab- 
sorbed without  deferring  essential  maintenance  work. 

Mr.  Kirwin.  $588,000  is  requested  for  the  new  pay  cost  for  “Gen- 
eral expenses”  of  the  Corps  of  Engineers.  We  will  insert  the  justifica- 
tion for  the  record. 

(The  justification  follows:) 

General  Expenses,  Corps  of  Engineers,  Civil 

An  additional  amount  of  $588,000  is  required  for  fiscal  year  1965  in  “General 
expenses”  appropriation  to  fund  the  salary  increases  during  the  fiscal  year 
granted  by  the  Federal  Employees  Salary  Act  of  1964,  Public  Law  88-426,  ap- 
proved August  14,  1964.  The  general  expenses  appropriation  provides  annual 
requirements  principally  for  personal  services  in  executive  direction  and  manage- 
ment functions  to  a large  public  works  program.  In  a current  expense  type  of 
appropriation  the  amount  appropriated  will  only  support  a minimum  fixed  opera- 
tion in  which  there  is  no  activity  or  function  susceptible  to  curtailment  or  dis- 
continuance to  provide  a dollar  savings  of  this  magnitude.  The  general  expenses 
appropriation  consists  mainly  of  graded  technical  employees  with  a longtime 
continuous  service  which  results  is  a low  turnover.  This  supplemental  estimate 
will  only  provide  increased  pay  cost  for  the  presently  authorized  staff  to  manage 
this  program. 

Mr.  KiRWxixr.  What  were  the  total  pay  costs  under  this  item  and 
how  much  is  being  absorbed? 

Colonel  Page.  Mr.  Chairman,  the  total  estimated  cost  of  the  pay 
raise  is  $648,000  for  this  appropriation.  We  are  asking  for  $588,000 
and  are  absorbing  $60,000. 

Pay  Cost  Supplemental — Bureau  of  Reclamation  and  Power 
Marketing  Agencies  of  the  Department  of  the  Interior 

Mr.  Kirwan.  We  shall  also  insert  in  the  record  a statement  concern- 
ing the  increased  pay  costs  of  the  Bureau  of  Reclamation  and  the 
power  marketing  agencies  of  the  Department  of  the  Interior.  Of  the 
total  cost  of  $5,054,580,  all  is  being  absorbed  except  an  item  of  $280,000 
under  the  operation  and  maintenance  appropriation  to  the  Bonneville 
Power  Administration. 

(The  information  follows:) 

Bureau  of  Reclamation  and  Power  Marketing  Agencies — Fiscal  Year  1965 
Pay  Cost  Supplemental  Request 

The  Federal  Employees  Salary  Act  of  1964  (Public  Law  88-426)  increased 
the  compensation  schedule  for  general  schedule,  executive  schedule,  and  other 
Federal  employees.  Since  these  increases  were  genrally  effective  as  of  July  5, 
1964,  they  were  in  effect  for  all  but  4 days  of  the  fiscal  year.  On  the  average, 
the  pay  increase  amounted  to  approximately  4.3  percent  for  classified  employees. 

Section  125  of  the  act  provided  that  the  cost  of  not  less  than  10  percent  of  the 
aggregate  amount  of  the  increases  in  compensation  provided  for  Classification 
Act  employees  should  be  absorbed.  Accordingly,  all  fiscal  year  1965  programs 
for  the  Department  of  the  Interior  were  reviewed  to  ascertain  the  maximum 
amount  of  pay  cost  that  could  be  absorbed  without  jeopardizing  accomplishment 
of  essential  programs  and  services. 

The  total  fiscal  year  1965  increased  pay  cost  for  those  Department  of  the 
Interior  bureaus  and  offices  included  in  the  Public  Works  Appropriation  Act  is 
estimated  to  be  $5,054,580.  Of  this  total,  $4,774,580  is  being  absorbed  within  avail- 
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able  funds.  This  represents  an  absorption  of  almost  95  percent  of  the  total  cost. 
This  absorption  reduces  the  requirement  for  additional  appropriations  to  $280,000. 

Pay  costs  are  being  absorbed  100  percent  in  construction  funds,  permanent 
appropriations,  and  trust  funds.  The  absorption  in  operating  appropriations 
amounts  to  86  percent  with  $1,781,400  out  of  a total  of  $2,061,400  being  absorbed. 

The  budget  estimates  for  additional  appropriations  to  cover  that  portion  of 
the  pay  cost  that  cannot  be  absorbed  within  the  currently  available  funds  is 
included  in  House  Document  No.  98. 

The  general  provisions  on  page  14  provide  the  authority  for  increasing  the 
restrictions  or  authorizations  contained  within  present  appropriations  to  the 
extent  necessary  to  provide  for  the  $374,800  pay  cost  absorption  of  the  Bureau 
of  Reclamation.  » 
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1965  pay  increase  cost  analysis  and  financing  plan  (Public  Law  88-426) — Department  of  the  Interior 
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1965  pay  increase  cost  analysis  and  financing  plan  {Public  Law  88-^26 — Title  I unless  otherwise  identified) — Department  of  the  Interior 
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1 Includes  $30,000  in  appropriation  reimbursements.  3 includes  $35,000  required  to  cover  increased  value  of  accrued  leave  due  classified 

2 Includes  $55,000  required  to  cover  increased  value  of  accrued  leave  due  classified  employees, 
employees. 


Feiday,  March  19,  1965. 


West  Coast  Floods 
WITNESSES 

BKIG.  GEN.  H.  G.  WOODBURY,  JR.,  DEPUTY  DIRECTOR  OF  CIVIL 
WORKS  FOR  COMPREHENSIVE  PLANNING 
COL.  LYNN  C.  LEE,  ASSISTANT  DIRECTOR  OF  CIVIL  WORKS  FOR 
PACIFIC  DIVISIONS 

MARK  S.  GURNEE,  CHIEF,  OPERATIONS  DIVISION,  CIVIL  WORKS 

Mr.  Kirwan.  The  committee  will  be  in  order.  A total  of  $11,760,- 
000  is  requested  because  of  the  west  coast  floods  last  December  and 
January. 

We  shall  insert  the  request  on  page  3 of  House  Document  111  and 
the  justifications  in  the  record. 

(The  justifications  follow :) 

“DEPARTMENT  OF  DEFENSE— CIVIL 
“Department  of  the  Army 

“corps  of  engineers — CIVIL 

“General  Investigations 

“For  an  additional  amount  for  ‘General  investigations’,  $25,000,  to  remain 
available  until  expended. 

“Operation  and  Maintenance,  General 

“For  an  additional  amount  for  ‘Operation  and  maintenance,  general’, 
$1,735,000,  to  remain  available  until  expended. 

“Flood  Control,  Hurricane,  and  Shore  Protection  Emergencies 

“For  an  additional  amount  for  ‘Flood  control,  hurricane,  and  shore  protection 
emergencies’,  $10,000,000,  to  remain  available  until  expended.” 
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West  coast  floods 


Supplemental 
budget 
amount  for 
fiscal  year 
1965 

Additional 
budget 
allowance  for 
fiscal  year 
1966 

General  investigations: 

Flood  control  studies: 

Smith  River,  Cahf  

$10, 000 
10, 000 

$30, 000 

50. 000 
30,  000 
25,  000 
15,  000 
50,  000 

0 

10,  000 
0 

20,  000 

10. 000 
30,  000 

5, 000 
20,  000 
5,  000 
50, 000 

Klamath  River,  Calif _ _ ____  _ 

Mad  River.  Calif..  . _ _ 

Eel  River,  Calif..  . __  ...  _ _ 

Russian  River,  Calif _ . _ 

Northern  California  streams,  Cahfornia ...  ___ 

Truckee  Meadows,  Nev  _ 

Upper  Putah  Creek,  Cahf..  _ _ . _ _ 

Walnut  Creek,  Calif...  ...  _ . 

.John  Dav  River,  Oreg...  ....  . . .__  __  

5, 000 

Salmon  River  at  Challis,  Idaho _ __  ... 

Comprehensive  studies:  Willamette  River,  Oreg .... .. 

Total,  general  investigations..  ... _ . . _ 

25,  000 

350,  000 

Construction,  general: 

Advance  engineering  and  design: 

Drv  Creek  Reservoir,  Calif  ._  _ ..  

333, 000 
10,  000 
62,  000 
60,  000 
20,  000 
15,  000 

John  Day  River,  Oreg  . ....  . 

Cascadia,  Oreg 

Gate  Creek  Reservoir,  Oreg  ..  

Scappoose  diversion  dam,  Oregon.  . . 

Wahkiakum  diversion  dam  No.  4,  Oregon.  . _ 

Total,  advance  engineering  and  design ..  ... 

500, 000 

Construction: 

Redwood  Creek,  Calif  _.  . 

0 

0 

950,  000 
100,  000 
400,  000 
400,  000 

Sacramento  River  and  major  and  minor  tributaries..  ...  . . 

Sacramento  River  bank  protection,  California _ 

Heise-Roberts  extension,  Idaho..  . . 

Lower  Columbia  River  bank  protection,  Oregon  and  Washington  . . 

Willamette  River  bank  protection,  Oregon _ _ 

Total  construction...  _ _ . _ 

1, 850, 000 
500,  000 

Major  rehabilitation;  Rogue  River,  north  jetty,  Oregon 

Total,  construction,  general . 

2, 850, 000 

Operation  and  maintenance,  general: 

Division: 

South  Pacific..  . . . . 

861,  000 
874, 000 

525,  000 
475,  000 

North  Pacific . - ..  

Total,  operation  and  maintenance  ..  

1, 735, 000 

1,  000,  000 

Flood  control,  hurricane,  and  shore  protection  emergencies,  total 

10,  000,  000 

7.  000,  000 
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NORTH  PACIFIC  DIVISION 

Justification  of  Supplemental  Estimate,  Fiscal  Year  1965 

GENERAL  INVESTIGATIONS,  FISCAL  YEAR  19G5 

1.  Surveys 

{a)  N avigation  studies. — None. 

(6)  Flood  control  studAes. — 


study 

Drainage 

basin 

Total 

estimated 

Federal 

cost 

Alloca- 
tion 
prior  to 
fiscal 
year 
1965 

Alloca- 

tion, 

fiscal 

vear 

1965 

Supple- 

mental 

request, 

fiscal 

year 

1965 

Addi- 
tional to 
complete 
after 
fiscal 
year 
1965 

OREGON 

John  Day  River..  . 

The  John  Day  River,  in  a semi- 
arid  region  of  eastern  Oregon,  drains 
an  area  of  7,840  square  miles  extend- 
ing from  the  Blue  Mountain  Divide 
on  the  east  to  the  crest  of  the  Ochoco 
iMountains  on  the  west.  Previous 
investigations  disclosed  6 potentially 
favorable  reservoir  sites  for  flood 
control  but  concluded  that  construc- 
tion should  be  deferred  until  eco- 
nomic conditions  justified  their 
cost.  Recent  flood  experience  indi- 
cates that  some  or  all  of  these  pro- 
jects may  be  economically  feasible. 
Damages  from  the  December  1964 
flood  are  estimated  at  about 
$11,000,000.  The  survey  investi- 
gation will  consider  other  important 
multipurpose  uses;  such  as,  recrea- 
tion, power,  and  municipal  and 
industrial  water  supply. 

Columbia. 

$230, 000 

0 

0 

$5,  000 

$225, 000 

Total 

230,  000 

0 

0 

5, 000 

225, 000 
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SOUTH  PACIFIC  DIVISION 

Justification  of  Supplemental  Estimate,  Fiscal  Year  1965 

GENERAL  INVESTIGATIONS,  FISCAL  YEAR  1965 

1.  Surveys 

{a)  Navigation  studies. — None. 

(6)  Flood  control  studies. — 


Study 

Drainage 

basin 

Total 

estimated 

Federal 

cost 

Alloca- 
tion 
prior  to 
fiscal 
year 
1965 

Alloca- 

tion, 

fiscal 

year 

1965 

Supple- 

mental 

request, 

fiscal 

year 

1965 

Addi- 
tional to 
complete 
after 
fiscal 
year 
1965 

CALIFORNIA 

C-SP 

$500,  000 

$54,600 

0 

$10,  000 

$435, 400 

The  Klamath  River  rises  in  the 
vicinity  of  Klamath  Falls,  Or  eg., 
and  flows  about  260  miles  south- 
westerly to  enter  the  Pacific  Ocean 
near  the  to\vns  of  Klamath  and 
Requa,  about  40  miles  south  of  the 
Oregon-Cahfornia  border.  The 
basin  includes  portions  of  Lake, 
Klamath,  Jackson,  and  Josephine 
Counties  in  Oregon,  and  Modoc, 
Siskiyou,  Trinity,  Del  Norte,  and 
Humboldt  Counties  in  California. 
Of  the  approximately  15,800  square 
miles  in  the  basin,  about  10,000 
square  miles  are  in  California.  The 
principal  industries  are  lumbering, 
agriculture,  mining,  and  small  busi- 
nesses catering  to  the  tourist  trade. 
The  basin  is  subject  to  recurring 
flood  and  erosion  damage  from  win- 
ter storms.  Major  floods  of  De- 
cember 1955  caused  a loss  of  6 hves 
and  estimated  damages  of  $10,600,000 
in  the  Klamath  River  Basin.  De- 
cember 1964  flooding  virtually  de- 
stroyed the  towns  of  Klamath  and 
Klamath  Glen,  and  severely  dam- 
aged mills,  towns,  and  utilities  in 
the  area.  6,500  people  were  dis- 
placed from  their  homes  and  an 
estimated  damage  of  over  $100,000,- 
000  occurred.  The  study  will  be 
conducted  with  a view  toward  de- 
velopment of  a plan  for  flood  control, 
water  supply,  power  development, 
navigation,  and  allied  purposes. 

Smith  River  

NP- 

200, 000 

0 

0 

10, 000 

190, 000 

The  Smith  River  flows  through 
rugged  mountain  canyons  emerging 
into  a delta  about  7 miles  above  the 
mouth.  Of  a total  of  730  square 
miles  of  the  drainage  basin,  640 
square  miles  are  in  northwestern 
California.  The  study  area  is 
located  about  13  miles  north  of 
Crescent  City,  Calif. 

The  basin  is  subject  to  recurring 
flood  damage  during  periods  of 
heavy  rainfall.  Damage  resulting 
from  long  rainfalls  over  the  area  in 
late  December  1964  and  early  Jan- 
uary 1965  is  still  being  reevaluated. 
However,  preliminary  estimates  in- 
dicate it  will  exceed  $3,000,000,  more 
than  double  the  damage  from  the 
prior  record  flood  of  1955.  The 
study  will  consider  multi-purpose 
reservoirs  for  flood  control,  water 
supply,  power  development,  recre- 
ation, and  related  purposes  in  the 
upper  reaches  of  the  river  and 
levees  in  the  downstream  reaches. 

Total 

700, 000 

54, 600 

0 

20,000 

625,400 

551 


NORTH  PACIFIC  DIVISION 

Justification  of  Supplemental  Estimate,  Fiscal  Year  1965 

OPERATION  AND  MAINTENANCE,  GENERAL,  FISCAL  YEAR  1965 

1.  'Navigation 

{a)  Channels  and  harbors. — The  supplemental  budget  estimate  of  $325,000 
provides  for  snagging  and  clearing,  and  dredging  and  repair  of  facilities.  The 
additional  requirements  are  the  result  of  the  December  1964- January  1965 
floods. 

Estimated  obligations,  fiscal  year  1965 


Project 

Original 

Revised 

Explanation  of  major  changes 

OREGON 

Colximbia  and  lower  Willamette 
Rivers  below  Vancouver,  Wash., 
and  Portland,  Oreg. 

Willamette  River  above  Portland, 
and  Yamhill  River. 

Total,  channels  and  harbors 

Total,  navigation 

$2, 545, 500 
534, 400 

$2,  795,  500 
609, 400 

Additional  dredging  and  restoration 
of  survey  beacons  and  dredging 
ranges. 

Additional  dredging  and  removal 
of  snags. 

3, 079, 900 

3, 404, 900 

3, 079, 900 

3, 404, 900 

(b)  Locks  and  dams. — None. 

2.  Flood  control  * A 

{a)  Reservoirs. — The  supplemental  budget  estimate  of  $189,000  provides  for 
debris  removal,  revetment  repair,  and  general  repair  of  facilities  necessitated  by 
December  1964- January  1965  floods. 

Estimated  obligations,  fiscal  year  1965 


Original 

Revised 

Explanation  of  major  changes 

OREGON 

Cottage  Grove.  . 

Dorena  

Fern  Ridge 

$70, 000 

49, 800 
198, 800 

25, 100 

$101,  000 

114. 800 

268. 800 

48, 100 

Debris  removal  and  recreational  area 
cleanup. 

Debris  removal  and  revetment  repair. 

Revetment  repair,  debris  removal, 
and  recreational  area  repairs. 

Rehabilitation  of  diversion  dam 
sluice  gate  deck  and  miscellaneous 
cleanup. 

WASHINGTON 

Mill  Creek 

Total,  reservoirs 

438, 900 

627, 900 

(b)  Channel  improvements,  inspections,  and  miscellaneous  maintenance. — The 
supplemental  budget  estimate  of  $100,000  provides  for  revetment  and  levee 
repair  necessitated  by  December  1964- January  1965  floods. 


Estimated  obligations,  fiscal  year  1965 


Project 

Original 

Revised 

Explanation  of  major  changes 

OREGON 

Willamette  River  bank  protection 

Total,  channel  improvements, 
inspections,  and  miscellane- 
ous maintenance. 

Total,  flood  control 

$69,  200 

$169, 200 

Revetmentland  levee  repair. 

69, 200 

169, 200 

508, 100 

797, 100 
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3.  Multiple  purpose  projeets  ineluding  power 
The  supplemental  budget  estimate  of  $260,000  provides  for  debris  removal, 
revetment  repair,  and  other  miscellaneous  repairs  necessitated  by  December 
1964^ January  1965  floods. 


Estimated  obligations,  fiscal  tjear  1965 


Project 

Original 

Revised 

Explanation  of  major  changes 

OREGON 

Unlnmhin  Pivp.r  at  Pnnnpville 

$1, 491,  200 

204. 900 
501, 300 

128. 900 
501,  000 

1,  450, 300 

$1, 504,  200 
210, 900 
543, 300 
214,  900 
598,  000 

1, 456,  300 

Miscellaneous  repairs. 

Miscellaneous  repairs  and  cleanup. 
Debris  and  rock  slides  removal. 

Road  and  revetment  repair. 

Debris  removal  and  revetment 

Cougar  Reservoir.  __  _ 

Detroit  Reservoir  _ _ 

Hills  Creek  Reservoir  ...  _ 

Lookout  Point  Reservoir 

The  Dalles  Dam 

repairs. 

Shear  boom  repair. 

WASHINGTON 

Ice  Harbor  lock  and  dam 

854,  000 

864,  000 

Debris  removal  and  miscellaneous 

repairs. 

Total,  multiple-purpose  proj- 
ects including  power. 

5, 131,  600 

5, 391,  600 

Grand  total.  North  Pacific 
division. 

8,  719,  600 

9, 593,  600 

Jf.  Protection  of  navigation 
None. 

SOUTH  PACIFIC  DIVISION 

Justification  of  Supplemental  Estimate,  Fiscal  Year  1965 

OPERATION  AND  MAINTENANCE,  GENERAL,  FISCAL  YEAR  1966 

1.  Navigation 

{a)  Channels  and  harbors. — The  supplemental  budget  estimate  of  $761,000 
provides  for  essential  maintenance  work  on  three  channel  and  harbor  projects 
named  in  the  list  which  follows. 


Estimated  obligations,  fiscal  year  1965 


Project 

Original 

Revised 

Explanation  of  major  changes 

CALIFORNIA 

Sacramento  River.  _ ......  . 

Crescent  City  Harbor  . . . . . 

$978, 900 

$1, 128, 900 
411,  000 
200,  000 

Additional  dredging  and  removal  of 
snags. 

Debris  removal  and  breakwater  re- 
pairs. 

Dredging. 

Noyo  Harbor  ...  . .... 

Total,  channels  and  harbors.  .. 
Total,  navigation.  . . 

978, 900 

1,  739,  900 

978,  000 

1,  739, 900 

(b)  Locks  and  dams. — None. 

2.  Flood  control 

{a)  Reservoirs. — The  supplemental  budget  estimate  of  $100,000  provides  for 
removal  of  debris  resulting  from  the  flood  of  December  1961r- January  1965. 
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Estimated  obligations,  fiscal  year  1965 


Project 

Original 

Revised 

Explanation  of  major  changes 

CALIFORNIA  . 

Coyote  Valley  Dam  (Lake  Men- 
docino) . 

Total,  reservoirs 

$174, 000 

$274, 000 

Debris  removal. 

174, 000 

274, 000 

Total  flood  control  _ 

174, 000 

274, 000 

Grand  total,  South  Pacific  di- 
vision. 

1, 152,  900 

2, 013,  900 

(&)  Channel  improvements,  inspections,  and  miscellaneous  maintenance. — 
None. 

3.  Multiple-purpose  projects  including  poiver 

None. 

4.  Protection  of  navigation 

None. 

Justification  of  Supplemental  Estimate,  Civil  Functions,  Fiscal  Yeae  1965 

FLOOD  CONTROL,  HURRICANE,  AND  SHORE  PROTECTION  EMERGENCIES,  CORPS  OF 

ENGINEERS,  CIVIL 

{a)  Emergency  activities  {work  under  Public  Law  ,9.9,  84th  Cong.,  as  amended 
by  sec.  206,  Flood  Control  Act  of  1962). — Under  authority  of  Public  Law  99  are 
undertaken  the  following:  Flood  emergency  preparation;  flood  flghting  and 
rescue  operations;  emergency  repair  and  restoration  of  flood  control  works 
such  as  levees  which  are  threatened  or  destroyed  by  flood;  emergency  pro- 
tection of  existing  Federal  hurricane  and  shore  protection  works;  and  the 
repair  or  restoration  of  Federal  hurricane  or  shore  protective  structures  dam- 
aged or  destroyed  by  wind,  wave,  or  water  action  of  other  than  an  ordinary 
nature.  The  funds  expended  are  derived  from  an  emergency  fund  authorized 
by  Public  Law  99  in  the  amount  of  $15  million  to  be  replenished  on  an  annual 
basis.  As  of  January  1,  1965,  the  sum  of  $9,330,000  was  uncommitted  in  the 
emergency  fund. 

Disastrous  floods  during  late  December  1964  and  January  1965,  in  the  States 
of  California,  Oregon,  Washington,  Idaho,  and  Nevada,  necessitated  a program 
estimated  to  total  $16  million  in  cost.  For  that  program,  it  was  necessary 
immediately  to  commit  $8,050,000 ; an  additional  $4,700,000  is  estimated  to  be  re- 
quired this  fiscal  year.  Adding  to  that  sum,  an  estimated  $4,080,000  for  other 
emergency  requirements  that  have  developed  elsewhere ; and  deducting  $1,280,- 
000  remaining  available  in  the  emergency  fund,  there  is  currently  an  indicated 
deficit  of  about  $7,500,000.  Additional  requirements,  from  further  flooding 
likely  to  occur  during  the  latter  part  of  fiscal  year  1965,  are  estimated  at  some 
$2,500,000.  It  is  accordingly  requested  that  the  sum  of  $10  million  be  appro- 
priated to  replenish  the  emergency  fund. 

Flood  Control  Studies 

JOHN  DAY  RIIYR  STUDY 

_ Mr.  Kirwan.  a total  of  $25,000  is  requested  for  general  investiga- 
tions. Please  explain  the  need  for  the  $5,000  requested  to  begin  a 
flood  control  study  of  the  John  Day  River. 

Colonel  Lee.  The  John  Day  River  has  had  a prior  investigation  on 
it.  The  last  study  was  made  in  1948.  At  that  time  a local  protection 
project  was  recommended.  It  was  authorized  in  1950  but  was  only 
last  year  dropped  because  of  lack  of  local  cooperation.  They  are  now 
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ready  with  this  project  and  fiscal  year  1966  has  planning  money  for 
the  local  protection  project.  In  addition,  as  yon  know,  in  the  last 
series  of  floods  John  Day  Basin  was  hit  very  hard.  It  had  one  very 
dramatic  flood  that  got  in  all  the  newspapers  when  the  highway 
bridge  went  ont. 

Mr.  Kirwan.  You  say  the  local  people  are  now  ready  to  go  for- 
ward ? 

Colonel  Lee.  Yes,  sir.  The  damages  in  John  Day  Basin  in  the  De- 
cember 1964  flood  were  $10,750,000,  and  then  a month  later  in  the 
last  of  January  they  got  hit  by  a second  flood  which  produced 
$4,260,000  worth  of  damage. 


■ ‘ KLAMATH  RIVER  STUDY 

Mr.  Kirwan.  Please  justify  the  request  of  $10,000  to  begin  the 
flood  control  study  on  the  Klamath  Elver  in  California.  This  study 
will  cost  $500,000. 

Colonel  Lee.  The  Klamath  Elver  also  experienced  very  destructive 
floods  during  December.  The  total  damages  in  this  river  basin  will 
exceed  $100  million;  ' They  were  hit  by  an  earlier  flood  in  1955  where  “ 
they  experienced  $10  million  worth  of  damage. 

Mr.  Kirwl4k.  It  has  been  estimated  the  floods  through  the  West 
brought  a total  of  a billion  dollars’  worth  of  damage.  Is  that 
correct?  - : 

Colonel  Lee.  Our  figTires  of  estimated  damages,  sir,  do  not  quite 
approach  that.  We  have  a total  estimated  damage  of  around  $450 
million.  That  is  what  we  have  actually  surveyed. 

Mr.  Kirwax.  I mean  the  damage  to  all  areas  and  property. 

Colonel  Lee.  This  is  the  figure  we  have  of  the  damages  we  have 
surveyed. 

General  Woodbury.  The  House  Public  Works  Committee  estimated 
a little  over  a billion  dollars,  Mr.  Chairman. 

SMITH  RIWER  STUDY 

Mr.  Kirwax.  $10,000  is  requested  to  begin  a $200,000  flood  control 
study  of  the  Smith  Eiver  in  California.  Please  describe  what  is 
planned  with  this  study. 

Colonel  Lee.  In  this  study  we  intend  to  make  a flood  survey  of  the 
Smith  Eiver.  This  river  experienced  $3  million  damages  in  the  De- 
cember flood.  The  actual  money  will  be  used  to  have  a public  hearing 
and  to  outline  our  plan  of  survey. 

ESTIMATE  FOR  OPERATIOX  AXD  MAIXTEXAXCE 

Mr.  Kirwax.  An  additional  $1,735,000  is  requested  for  operation 
and  maintenance  because  of  the  recent  floods.  Please  highlight  what 
this  estimate  covers. 

Mr.  Gurxee.  I have  a brief  statement  on  all  of  the  O.  & M.  items. 

The  disastrous  west  coast  floods  of  December  1964  and  January 
1965,  which  Colonel  Lee  has  already  mentioned  to  you,  in  addition  to 
causing  severe  flood  damage  to  private  property  also  resulted  in  sub- 
stantial damage  to  several  of  our  projects,  the  restoration  of  whicli 
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does  not  qualify  for  funding  under  our  emergency  authority  because 
the  work  involved  is  not  for  the  repair  of  flood  control  structures  and 
because  the  work  did  not  qualify  under  the  emergency  authority  of 
the  President  under  Public  Law  875. 

The  general  nature  of  the  work  to  our  projects,  for  which  our 
regular  O.  & M.  funds  available  for  the  year  are  already  otherwise 
committed,  consists  of  removal  of  debris,  repairs  to  roads  and  revet- 
ments, additional  dredging  work,  and  some  minor  rehabilitation 
work — all  of  wdiich  were  occasioned  by  the  floods. 

The  total  amount  we  have  asked  for  under  all  the  O.  & M.  general 
items  is  $1,735,000,  of  which  $861,000  is  in  California  and  all  the  rest 
is  in  the  States  of  Washington  -and  Oregon.  Typical  of  the  work 
involved  is  the  cleanup  at  Crescent  City  Harbor  where  the  floods 
from  the  downcoast  streams  carried  a lot  of  debris  into  the  Crescent 
City  Harbor,  so  much  so  that  none  of  the  shipping  which  is  based  in 
that  harbor  could  move. 

EXTENT  OF  MAINTENANCE  WORK  ACCOMPLISHED 

Mr.  Kirwan.  How  much  of  this  maintenance  work  has  already  been 
accomplished  ? 

Mr.  Gurnee.  Very  little  of  the  work  has  been  finished.  We  have 
gone  ahead  with  about  $500,000  worth  of  work  covered  by  this  request 
of  $1,735,000  by  diversion  of  funds  which  were  programed  for  and 
should  be  used  elsewhere. 

EMERGENCY  FUND  REQUEST 

Mr.  Kirwan.  $10  million  is  requested  to  replenish  the  emergency 
fund  authorized  by  Public  Law  99.  Please  explain  the  basis  for  this 
estimate. 

Mr.  Gurnee.  Under  the  authority  of  Public  Law  99  of  the  81:th 
Congress  as  amended  by  Public  Law  874:  of  the  87th  Congress,  the 
Chief  of  Engineers  has  authority  to  conduct  flood  fighting  and  rescue 
operations  all  over  the  country,  utilizing  an  emergency  fund  which 
has  a corpus  of  $15  million.  At  the  begimiing  of  1964:  we  had  an 
unobligated  balance  of  about  $9  million,  just  under  $9  million,  in  this 
fund.  This  was  supplemented  by  regular  appropriations  in  fiscal 
year  1965  in  the  amount  of  $4:,250,000,  leaving  us  about  $13  million  to 
operate  with  in  fiscal  year  1965. 

Our  average  expenditures  run  $6  or  $8  million  a year  under  this 
fund,  but  they  vary  greatly  because  our  expenditures  mider  this  fund 
are  contingent  upon  the  occurrence  of  natural  emergencies  which 
cannot  be  foreseen,  of  course,  with  any  planned  regularity.  Our  ex- 
penditures under  this  fund  have  varied  from  as  low  as  $1,300,000  to 
as  much  as  almost  $30  million  in  any  one  year.  Our  estimates  are 
primarily  or  largely  influenced  by  these  same  two  west  coast  floods 
that  occurred  in  December  and  January,  and  also  by  our  obligations 
with  respect  to  the  Good  Fridaj^  earthquake  in  xHaska  in  1964.  Our 
total  requirements  for  fiscal  year  1965  will  run  $23  million. 

As  I said  earlier,  we  had  just  about  $13  million  to  take  care  of  it, 
which  leaves  us  a deficit  of  $10  million.  Of  this  $10  million  deficit, 
$7.5  million  is  already  a firmly  established  requirement.  It  is  work 
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that  has  already  been  programed  on  which  we  expect  to  obligate  the 
money  in  this  fiscal  year. 

Of  the  $10  million,  $2.5  million  is  onr  best  estimate  at  the  moment 
of  what  we  will  be  called  upon  to  do  in  the  remainder  of  this  fiscal 
year  as  a result  of  natural  emergencies  which  have  not  yet  occurred. 

Mr.  Kir  WAX'.  Mr.  Evins. 

Mr.  Evix^s.  Colonel  Lee,  in  looking  over  the  summary,  I believe  you 
are  requesting  funds  for  three  flood  control  studies,  operation  and 
maintenance  funds  to  correct  flood  damage  on  several  projects,  and 
restoration  of  the  emergency  fund.  The  total  you  are  requesting  is 
$11,760,000? 

Colonel  Lee.  That  is  right;  yes,  sir. 

OTHER  FUNDS  EXPENDED 

Mr.  Evins.  How  much  is  the  Red  Cross  contributing,  and  other 
agencies,  beyond  what  you  are  asking  this  committee  to  appropriate  ? 
Can  you  give  us  any  round  figure  ? 

Mr.  Gurnee.  I cannot  give  you  figures  on  the  Red  Cross  because 
we  have  not  been  directly  involved  with  them,  but  the  Office  of  Emerg- 
ency Planning  of  the  President,  under  Public  Law  875,  on  all  of  the 
operations  with  which  we  are  tied  in  this  year  are  spending  approxi- 
mately $85  million.  Some  of  this  work  we  are  doing  for  them  on  a 
reimbursable  basis. 

Mr.  Evens.  $85  million  has  been  allocated  under  the  present  emerg- 
ency fund  of  the  Office  of  Emergency  Planning  ? 

Mr.  Gurnee.  Yes,  sir. 

Mr.  Evens.  For  this  particular  flood  in  December  and  January  ? 

Mr.  Gurnee.  A large  part  of  that  amount  is  for  the  December  and 
January  floods,  but  it  also  includes  funds  for  the  other  emergencies 
that  have  occurred  during  the  year  that  are  eligible  under  this  law, 
such  as  hurricanes,  one  on  the  gulf  coast,  Hilda,  and  one  on  the 
Florida  coast,  Dora. 

Mr.  Evins.  Does  it  include  all  of  Alaska  ? 

Mr.  Gurnee.  This  $85  million  does  include  Alaska  and  includes 
all  of  Public  Law  875  obligations,  insofar  as  the  corps  is  directly 
involved. 

Mr.  Even^s.  Do  you  know  what  the  local  governments  are  contribut- 
ing and  what  are  they  doing  as  a result  of  these  disasters  ? 

^Ir.  Gurn^ee.  I do  not  have  any  figure  on  their  total  expenditures. 
I am  sure  it  is  much  more  than  the  total  we  are  spending. 

Mr.  Evens.  Before  another  subcommittee  on  which  I serve  we  have 
a request  for  substantial  funds  for  the  Office  of  Emergency  Planning 
for  this  disaster,  the  floods  and  hurricanes,  and  I am  trying  to  get 
an  overall  picture  as  to  how  many  requests  are  going  to  be  made  as 
a result  of  this  December  and  January  flooding.  Can  anybody  give 
us  a picture  ? 

Mr.  Gurnee.  I am  sorry,  I cannot.  I would  imagine  OEP  would 
liave  the  best  overall  picture. 

Mr.  Eitns.  Do  we  have  any  assurance  if  these  funds  are  approved 
that  they  will  cover  all  Corps  of  Engineers’  requirements  for  the 
present  disaster  ? 
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Mr.  Gurxee.  That  is  correct,  sir.  This  includes  all  of  our  expected 
work  in  connection  with  the  natural  disasters  that  have  now  occurred. 

Mr.  Evix^s.  And,  of  course,  you  are  making  a lot  of  other  studies 
because  of  the  loss  of  life  and  the  flood  damage  as  far  as  prevention 
in  the  future  ? 

Colonel  Lee.  Eight,  sir. 

Mr.  E\uxs.  Thank  you,  Mr.  Chairman. 

Mr.  Kiewax.  Mr.  Davis. 

STxlTUS  OF  OPERATIOX  AXD  MAIXTEXx\XCE  FUXDS 

Mr.  Davis.  I assume  there  was  a lump-sum  appropriation  for  oper- 
ation and  maintenance  for  the  current  fiscal  year  which  can  be  ad- 
justed from  one  division  to  another  merely  by  the  directive  of  the 
Chief  of  the  Corps  of  Engineers ; is  that  correct  ? 

Mr.  Gurxee.  Yes,  sir. 

Mr.  Davis.  Do  you  have  information  from  which  you  might  be  able 
to  tell  us  of  any  savings  in  other  parts  of  the  country  that  may  have 
been  possible  that  would  make  it  possible  to  transfer  funds  from  other 
divisions  into  the  South  and  North  Pacific  in  order  to  take  up  the 
slack  here  ? 

Mr.  Gurxee.  We  do  not  feel  we  have  any  that  we  can  transfer  for 
the  remainder  of  the  year  without  deferring  other  equally  urgent 
work.  You  see,  this  is  late  in  the  fiscal  year.  We  normally  on  the 
1st  of  January  review  all  our  requirements  all  over  the  country  and 
make  at  that  time  such  adjustments  as  we  logically  can.  We  always 
have  each  year  unforeseen  and  unprogramed  requirements  that  come 
up  that  we  have  to  take  care  of. 

Mr.  Davis.  So  you  cannot  offer  us  any  help  at  all  in  the  way  of 
absorbing  an  additional  amount  for  North  Pacific  and  South  Pacific 
for  operation  and  maintenance  ? 

Mr.  Gurxee.  No,  sir;  not  without  deferring  other  urgent  work. 

Mr.  Davis.  The  first  of  the  year  when  you  made  your  review  of 
this  matter,  did  you  at  that  time  allocate  any  additional  funds  into 
the  South  and  North  Pacific  divisions? 

Mr.  Gurxee.  There  was  some  adjustment  of  funds  in  the  North 
and  South  Pacific  divisions  at  that  time,  not  only  between  other 
divisions  but  between  projects  within  these  two  divisions. 

Mr.  Davis.  This  request  is  simply  to  be  able  to  put  it  back  in  these 
same  pockets  again,  then,  is  it  ? 

Mr.  Gurxee.  No;  that  is  not  correct.  We  are  proceeding  with 
about  $500,000  of  this  work  for  which  we  are  asking  $1.7  million,  in 
round  figures,  but  we  are  doing  so  on  the  presiunption  that  we  would 
be  able  to  put  it  back  on  the  places  from  which  we  borrowed  that 
money  because  we  need  it  there  too.  It  came  from  areas  where  we 
had  not  obligated  the  money  this  fiscal  year,  realizing  it  would  have 
to  be  done  between  now  and  July.  The  remainder  of  the  work  is 
awaiting  appropriation  of  funds. 

Mr.  Davis.  That  is  all  I have,  Mr.  Chairman. 

Mr.  Kir  WAX.  Mr.  Eobison. 

Mr.  Eobisox.  The  corps  had  made  some  prior  study  in  the  John 
Day  area  as  to  whether  projects  were  economically  justifiable? 
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Colonel  Lee.  Yes,  sir.  Nothing  was  recommended  at  that  time 
except  for  a local  levee  project. 

Mr.  Robisox".  Did  the  floods  of  1964  cause  you  to  change  your 
mind,  so  to  speak  ? 

Colonel  Lee.  Yes,  sir. 

Mr.  Robisox.  The  total  supplemental  requested  for  operation  and 
maintenance,  as  I understand  it,  is  $1,735,000.  This  is  a rounded-off 
figure  from  the  amount  shown  on  page  8 of  the  justifications  where 
I find  $1,739,900? 

Mr.  Gubnee.  When  you  are  looking  at  page  8 you  are  looking  only 
at  the  item  for  channels  and  harbors  and  you  are  looking  at  the 
revised  total  figure.  The  amount  we  are  asking  for  on  this  page  is 
the  difference  between  $1,739,900  and  $978,900,  which  adds  up  on 
this  page  to  $761,000. 

Mr.  Robison.  Thank  you. 

E]MEKGENCY  FUND 

' On  page  10  of  the  justifications  there  is  a considerable  explanation 
about  the  corps  emergency  fund.  For  my  information  as  a new 
member  of  this  subcommittee,  this  is  an  authorized  fund  on  an 
annual  basis  in  the  amount  of  $15  million  ? 

Mr.  Gurnee.  The  corpus  of  the  fund  is  authorized  at  $15  million. 
Technically  we  should  not  have  more  than  $15  million  available  in  the 
fund  at  any  one  time. 

Mr.  Robison.  And  there  is  a deficit  now  in  this  fund,  or  will  be  be- 
fore the  end  of  the  year  ? 

Mr.  Guhx-ee.  Yes,  sir.  Our  annual  requirements  will  be  $23  mil- 
lion, that  is  our  best  estimate  as  of  the  moment,  and  we  have  available 
for  expenditure  $13  million,  leaving  a deficit  of  $10  million,  of  which 
$7,500,000  is  an  already  occasioned  firm  requirement  and  the  other 
$2,500,000  is  our  estimate  of  what  we  will  have  to  spend  because  of 
emergencies  that  will  occur  between  now  and  July. 

Mr.  Robison.  You  estimate  $4,080,000  for  other  emergency  require- 
ments that  have  developed  elsewhere  than  this  area  we  have  been 
talking  about.  TYhere  is  this  “elsewhere”  ? 

Mr.  Gurnee.  This  is  pretty  well  scattered  over  the  country.  Some 
of  the  major  items  are  $730,000  in  the  lower  Mississippi  Valley.  This 
is  primarily  work  done  as  the  result  of  Hurricane  Hilda  that  occurred 
last  fall. 

Another  significant  item  is  $350,000  in  the  South  Atlantic  occa- 
sioned by  Hurricane  Dora  that  occurred  in  Florida  and  south  Georgia 
last  fall.  The  rest  of  it  is  pretty  well  scattered  oyer  the  country 
because  of  individual  flood  occurrences.  Another  relatively  large  item 
V7as  occasioned  by  the  big  flood  in  Wyoming  in  June  of  last  year  on  the 
upper  Missouri  Basin. 

Mr.  Robison.  There  have  been  floods  in  the  Minnesota  area,  too, 
recently.  Are  they  included  in  your  figures  ? 

Mr.  Gurnee.  Yes,  sir.  Our  expenditures  in  the  north-central  divi- 
sion, of  which  I think  essentially  all  were  in  the  upper  Mississippi 
Valley,  were  $410,000. 
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Mr.  Eobisox.  Perhaps  it  would  save  time  if  you  would  submit  a list 
of  the  other  items  for  the  record. 

Mr.  Gurnee.  I have  such  a list  detailed  by  our  individual  divisions. 
(The  list  follows :) 

Supplemental  Estimate,  Fiscal  Year  1965 

Flood  control,  hurricane,  and  shore  protection  emergencies  {emergency  fund 
authorized  hy  PiiMic  Laio  99,  84th  Cong.,  as  amended) — Estimated  obligations, 
fiscal  year  1965 


U.S.  Army  Engineer  divisions : 

Lower  Mississippi  Valley $730,000 

Missouri  River 1,  260,  000 

New  England 50,  000 

North  Atlantic 220,  000 

North  central 410,  000 

North  Pacific 8,  560,  000 

Ohio  River 480,  000 

Pacific  Ocean 20,  000 

South  Atlantic 350,  000 

South  Pacific 8,  207,  476 

Southwestern 160,  000 


Subtotal  for  known  requirements 20,  447,  476 

Balance  for  additional  requirements 2,  500,  000 


Estimated  fiscal  year  1965  obligations 22, 947,  476 

Less  amount  available  for  obligation,  July  1,  1964 12,  947,  476 


Supplemental  appropriation  required 10,  000,  000 


Mr.  Eobison.  One  final  question:  You  also  show  on  page  10  that 
additional  requirements  from  further  flooding  likely  to  occur  during 
the  latter  part  of  fiscal  year  1965  are  estimated  at  $2,500,000.  I take 
it  this  is  general  flooding  and  not  solely  in  the  Oregon-California 
area? 

Mr.  Gurnee.  That  is  correct.  That  is  to  meet  needs  the  nature  of 
which  we  do  not  know  today. 

Mr.  Eobison.  But  they  annually  occur  at  about  that  level  ? 

Mr.  Gurnee.  On  an  annual  basis  they  range  from  $1  to  $30  million. 
They  have  averaged  between  $6  and  $8  million  a year  in  the  last  few 
years. 

Mr.  Eobison.  I hope  you  have  a good  spring. 
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SUBCOMMITTEE  ON  DEPABTMENT  OF  THE  INTERIOR  AND  RELATED 
AGENCIES  APPROPRIATIONS 


WINFIELD  K.  DENTON,  Indiana,  Chaii’man 
MICHAEL  J.  KIRWAN,  Ohio  BEN  REIFEL,  South  Dakota 

JULIAN  BUTLER  HANSEN,  Wash-  JOSEPH  M.  McDADE,  Pennsylvania 
ington 

JOHN  O.  MARSH,  Jr.,  Virginia 

Tuesday,  March  2, 1965. 


DEPARTMENT  OF  THE  INTERIOR 

Office  of  Saline  Water 


WITNESSES 

KENNETH  HOLUM,  ASSISTANT  SECRETARY  FOR  WATER  AND 
POWER  DEVELOPMENT 
FRANK  C.  DiLUZIO,  DIRECTOR 

Salaries  and  Expenses 


Object  classification 


[In  thousands  of  dollars] 


Presently 

available, 

1965 

Revised 

estimate, 

1965 

Increase 

Personnel  compensation; 

11. 1 Permanent  positions..  

703 

730 

27 

11.3  Positions  other  than  permanent...  ........ 

10 

11 

1 

11.5  Other  personnel  compensation..  . ......... 

2 

2 

Total,  personnel  compensation..  

715 

743 

28 

12. 0 Personnel  benefits ..  ....... 

53 

55 

2 

13.0  Benefits  for  former  personnel ...  ..... 

21. 0 Travel  and  transportation  of  persons...  

47 

50 

3 

22. 0 Transportation  of  things  _ 

1 

2 

1 

23.0  Rent,  communications,  and  utilities 

36 

38 

2 

24.0  Printing  and  reproduction..  __  _ . . 

16 

17 

1 

25.1  Other  services..  ..... 

7, 672 

10, 876 

3,204 

25.2  Services  of  other  agencies  ..  ..  ..... 

284 

489 

205 

26.0  Supplies  and  materials..  ..  . ....  . . . . 

49 

51 

2 

31.0  Equipment.  . ....  ......... 

2 

4 

2 

32. 0 Lands  and  structures 

170 

320 

150 

33. 0 Investments  and  loans.  . ..... 

41.0  Grants,  subsidies,  and  contributions . . . 

o 

o 

o 

CO 

o 

o 

300 

42.0  Insurance  claims  and  indemnities.. _ . 

43. 0 Interest  and  dividends..  ...  .... 

44. 0 Refunds 

99.0  Total  obhgations . . . .......... 

10,  045 

13, 945 

3, 900 
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Personnel  summary 


Presently 

available, 

1965 

Revised 

estimate. 

1965 

Increase 

Total  number  of  permanent  positions 

77 

92 

15 

Full-time  equivalent  of  other  positions 

2 

2 

Average  number  of  all  employees _ 

70 

73 

3 

Employees  in  permanent  positions,  end  of  year  . .. 

75 

88 

13 

Employees  in  other  positions,  end  of  year.  _ ..  

3 

4 

1 

Program  and  financing 

[In  thousands  of  dollars] 


Presently 

available, 

1965 

Revised 

estimate, 

1965 

Increase 

Program  by  activities: 

1.  Administration  and  coordination __  ... 

743 

8,  672 
250 

793 

10, 172 
275 

50 

1,500 

25 

2.  Research  and  development; 

(a)  Contracts  and  grants  (non-Federal) 

(5)  Federal  laboratories..  

Total  program  costs  ...  . . 

9, 665 
380 

11,  240 
2,  705 

1,575 

2,325 

Changes  in  selected  resources  i ..  ...  

10  Total  obligations 

10,  045 
-45 

13, 945 
-45 

3,900 

Financing; 

21  Unobligated  balance  brought  forward 

40  New  obligational  authority  (appropriation) 

Relations  of  obligations  to  expenditures; 

10  Total  obligations _ ._  

10,  000 

13, 900 

3,900 

10,  045 
8,  629 
-9, 293 

13, 945 
8, 629 
-12, 193 

3, 900 

72  Obhgated  balance  start  year . . 

74  Obligated  balance  end  year 

90  Expenditures 

-2,900 

9,381 

10,381 

1,000 

1 Selected  resources  as  of  June  30  are  as  follows: 


1964 

1965 

Presentlv  available,  uncompleted  contracts 

6,120 

6, 500 

Revised  estimate,  uncompleted  contracts  . 

6,120 

8,825 

Mr.  Dextox.  $3,900,000  is  requested  for  the  Office  of  Saline  Water. 

We  shall  insert  in  the  record  the  item  from  House  Document  80,  the 
justifications,  and  the  general  statement. 

( The  matter  referred  to  follows :) 

“Office  of  Saline  Water 
“salaries  and  expenses 

“For  an  additional  amount  for  ‘Salaries  and  expenses’,  including  not  to  exceed 
$50,000  for  administration  and  coordination  during  the  current  fiscal  year, 
$3,900,000,  to  remain  available  until  expended.” 

This  proposed  supplemental  appropriation  will  be  used  to  initiate  a major 
program  expansion  of  research  and  development  activities  aimed  at  rapidly 
advancing  desalting  technology.  There  is  an  urgent  need  to  find  ways  of  lower- 
ing the  cost  of  desalting  water  so  this  process  can  help  meet  future  water  require- 
ments in  some  parts  of  this  country,  as  well  as  in  many  water  short  areas 
throughout  the  world. 
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Statement  of  Feank  C.  Di  Luzio,  Director 

Mr.  Chairman,  members  of  the  committee,  I am  appearing  before  you  today 
in  siipix)rt  of  a supplemental  estimate  for  the  Office  of  Saline  A^'ater  for  this 
fiscal  year. 

I assumed  the  position  of  Director  on  January  20,  1965.  and  have  not  yet  had 
the  opportunity  nor  the  time  to  become  fully  familiar  with  the  past  history  and 
present  programs  of  the  Office ; however,  I have  initiated  a full  review  of  the 
work  underway  and  currently  planned  in  order  that  an  evaluation  of  its  demon- 
strated necessity  and  the  need  for  each  project  can  be  definitely  determined 
before  undertaking  additional  work  in  each  field. 

ADDITIONAL  PERSONNEL 

One  of  the  major  obstacles  to  this  program  appraisal  has  been  the  limitations 
on  personnel  and  the  volume  of  work  now  assigned  to  each  individual  in  the 
organization.  I have  found  that  quite  a few  of  our  highly  trained,  scientific 
and  technical  personnel  are  performing  work  which  should  be  assigned  to  inter- 
mediate-type staff  employees,  thus  freeing  time  for  work  in  their  own  specific 
fields.  I have  also  found  that  these  same  employees  are  spending  appreciable 
amounts  of  time  in  administering  the  business  management  phases  of  our  con- 
tracts, and  I believe  that  we  can  save  money  and  employ  their  time  more  usefully 
and  more  profitably  by  adding  to  our  staff  the  accounting  and  administrative 
talents  which  we  now  lack.  For  these  reasons,  we  have  included  in  our  urgent 
supplemental  estimate  the  sum  of  $50,000  to  cover  the  salaries  for  the  remainder 
of  this  fiscal  year  for  15  additional  positions. 

With  respect  to  our  engineering  and  technical  personnel,  we  are  proposing  ini- 
tiation of  a program  which  will  develop  plans  for  construction  of  a large-scale 
water  conversion  plant  at  an  appropriate  time  within  the  next  10  years.  If 
we  are  to  initiate  the  preliminary  studies,  and  if  we  are  to  obtain  the  assist- 
ance, the  planning,  and  the  contributions  which  are  possible  from  American 
industry  and  the  progressive  architectural-engineering  firms  who  can  assist 
in  this  program,  we  must  proceed  with  contracts  and  in-house  reviews.  A start 
has  been  made  in  the  conceptual  design  field  through  contracts  recently  awarded 
to  16  firms  of  manufacturers  and  design  engineering  organizations,  and  these 
will  be  followed  as  rapidly  as  possible  with  follow-on  contracts  for  the  develop- 
ment of  models  and  modules  reducing  the  theoretical  engineering  which  has 
been  developed  and  selected  to  the  practical  terms  which  will  prove  operational 
capability  and  cost  economics  before  a large-scale  plant  can  be  built.  This  work 
will  enter  the  most  costly  phase  of  engineering  development  since  it  includes 
selection  and  installation  of  hardware  and  it  is  necessary  that  we  have  staff 
capability  to  assure  the  most  intelligent  evaluation  of  the  design  proposals 
or  ideas. 

We  are  responsible  for  the  final  determination  as  to  reimbursability  of  costs 
to  our  contractors,  for  the  final  audits,  and  negotiated  final  settlements  on  each 
of  our  cost-based  contracts  and  for  the  overall  supervision  of  all  other  provisions 
of  our  contracts.  These  include  highly  specialized  patent  provisions,  wage  and 
labor  provisions  where  applicable,  and  the  controls  over  any  property  acquired 
by  the  contractor  wuth  Federal  funds  during  the  course  of  the  work.  I have 
found  that  we  are  unable  to  maintain  satisfactory  administrative  control  over 
approximately  $20  million  worth  of  research  and  development  contracts  now  on 
our  books,  and  it  is  my  intention  to  remedy  this  situation  as  quickly  as  possible. 

The  15  additional  positions  will  be  made  of  8 engineering  and  technical  em- 
ployees, 4 stenographic  positions  in  support  of  those  jobs,  and  3 additional  ad- 
ministrative-type positions  which  will  be  used  in  those  areas  of  contract  ad- 
ministration apart  from  the  actual  scope  of  technical  work  being  performed. 

BASIC  RESEARCH 

The  next  item  in  our  estimate  of  funds  is  $500,000  to  continue  our  basic  re- 
search on  the  properties  of  water  and  solutions.  It  has  been  quite  apparent  that 
the  solution  to  many  of  our  problems  in  reducing  the  cost  of  desalination  of 
water  will  require  new  knowledge  of  water  chemistry  and  new  approaches  not 
contained  in  present  processing.  A number  of  studies  now  underway  are  reach- 
ing the  point  where  a decision  can  be  made  as  to  the  long-  or  short-range  benefits 
which  may  be  derived  from  continuing  the  work.  While  a short-range  research 
project  gives  us  a better  understanding  of  current  problems,  new  areas  for 
additional  investigation  may  be  disclosed  and  require  further  work  at  the  same 
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time  results  may  be  obtained  from  longer-range  research  which  are  valuable 
in  contributing  to  current  projects.  For  this  reason,  we  have  set  as  our  goal  a 
continuing  review  of  each  basic  research  contract  as  it  expires,  and  propose  to 
examine  each  one  carefully  so  that  we  can  decide  whether  or  not  to  accelerate 
the  work  or  continue  the  research  work  at  about  the  same  level  on  a long-range 
plan.  I propose  to  give  day-to-day  direction  to  this  phase  of  our  program  to 
establish  clearly  the  value  of  each  reseach  project  and  its  relationship  to  both 
the  short-range  and  longer  goals. 

This  estimate  is  essential  to  permit  us  to  continue  high  priority  research  in  the 
fundamental  research  area,  “properties  of  water  and  solutions.”  In  order  to 
create  or  develop  desalination  processes,  it  is  necessary  to  provide  scientific  data 
and  knowledge,  which  is  now  largely  unavailable,  on  the  structure  and  properties 
of  water  and  chemical  solutions.  The  following  studies  may  contribute  to  the 
short-range  program  where  specific  results  are  obtained  but  are  absolutely  essen- 
tial to  the  long-range  need  for  knowledge ; 

The  influence  of  acoustical  vibrations  on  the  rate  of  deposition  of  dissolved 
chemical  constituents  on  heated  surfaces  ( scaling) . 

Heterogeneous  nucleation  and  condensation  of  vapors. 

Counter  diffusion  of  ions  through  charged  synthetic  inorganic  membranes. 

Relation  of  structure  to  properties  in  liquid  solutions. 

Properties  of  aqueous  mixtures  of  pure  salts. 

Structure  of  water. 

Ionic  hydration. 

Mass  transportation  in  aqueous  solutions. 

PROGRAM  ANALYSIS 

Tliese  funds  will  be  applied,  where  an  urgent  need  exists,  to  cooperative  par- 
ticipation in  the  financing  of  engineering  feasibility  studies  to  determine  the 
processes,  the  location,  and  the  economic  feasibility  of  proposed  water  desalina- 
tion plants. 

The  estimate  of  $200,000  also  includes  the  outline  of  a program  dealing  with 
the  economics  of  water  usage  and  water  costs,  as  the  need  for  such  data  devel- 
ops. This  amount  will  provide  for  an  evaluation  study  to  establish  the  ultimate 
objectives  for  economic  investigations.  This  will  permit  the  employment  of  one 
or  two  persons  on  our  staff  and  the  use  of  competent  outside  consultants,  together 
with  small  contracts,  to  determine  the  real  needs  of  the  Office  of  Saline  Water 
for  such  economic  research.  Much  of  the  work  to  be  performed  will  be  in  co- 
operation with  other  cognizant  agencies  of  the  Government,  the  correlation  of 
statistics  and  data  already  available  to  them  and  decisions  as  to  the  application 
of  this  information  in  establishing  the  long-  and  short-range  objectives  of  our 
organization. 

ENGINEERING  AND  DEVELOPMENT 

The  funds  requested  in  the  supplemental  estimate  are  required  at  the  earliest 
possible  moment  in  order  to  reduce  to  actual  practice  existing  technical  knowl- 
edge now  available  for  the  engineering  design  of  intermediate  and  large-scale 
water  conversion  facilities.  The  funds  will  be  used  to  finance  preliminary  engi- 
neering design  work  which  must  precede  work  on  the  processes,  the  components, 
the  materials,  and  the  architectural  features  of  large-scale  water  production 
plants.  It  will  permit  us  to  bring  to  bear  on  tbe  numerous  problems  the  capa- 
bilities and  talent  presently  available  on  the  staffs  of  the  major  equipment 
manufacturers,  the  foremost  engineering  firms,  and  the  leading  educational  in- 
^t^itutions  at  costs  far  less  than  the  true  monetary  value  of  these  services. 

In  our  program  of  conceptual  design  work  we  have  found  that  our  contributions 
to  the  project  actually  amount  to  little  more  than  half  of  the  costs  to  be  incurred 
by  the  contractors.  In  a few  cases  the  percentage  of  Federal  cost  is  less  than  a 
fourth  of  the  total  to  be  spent  on  this  work.  In  the  next  stage  of  module  or 
model  design  we  expect  the  same  general  ratios  to  apply,  since  these  organiza- 
tions are  willing  to  finance  a sizable  share  of  the  cost  as  an  investment  in  the 
creation  of  future  markets,  in  which  they  expect  to  share. 

Additional  engineering  personnel  will  be  assigned  to  supervision  and  direction 
of  this  work  in  order  to  capitalize  on  existing  knowledge  and  to  convert  the  re- 
sults of  past  studies  into  engineering  development  in  the  near  future.  It  is  only 
through  staff  evaluation  of  results  from  past  and  current  studies  that  we  will  be 
enabled  to  employ  the  best  ideas  and  gain  advantages  through  cross-fertilization 
of  the  talents  possessed  by  equipment  manufacturers,  engineering  consultant 
firms,  and  our  educational  institutions. 
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In  this  short-range  program  it  must  be  recognized  that  the  major  items  of 
expense  consist  of  hardware  design  and  installation  needed  to  provide  new 
geometry,  and  it  is  urgent  that  the  work  to  be  performed  with  funds  in  this 
supplemental  estimate  be  undertaken  as  quickly  as  possible  in  order  that  we 
may  make  the  most  intelligent  use  of  the  funds  contained  in  the  estimates  for 
the  fiscal  year  1966  and  have  the  necessary  data  to  participate  in  the  evalua- 
tion of  large  plant  proposals. 

We  plan  to  undertake  the  following  urgent  categories  of  work  immediately  : 

LARGE-SCALE  CONCEPTUAL  DESIGN 

Studies  will  be  made  to  select  the  most  advantageous  of  the  large-scale  plant 
designs  using  existing  available  talents  at  the  Oak  Ridge  National  Laboratories 
as  well  as  other  organizations.  These  studies  will  include  determinations  as 
to  which  phases  of  advanced  technology  might  be  applicable  if  a plant  were 
constructed  by  the  early  1970’s. 

COMPONENT  DE\"ELOPMENT 

Some  work  has  been  done  on  the  development  of  components  for  large  evapora- 
tive desalting  plants  in  studies  between  Oak  Ridge  National  Laboratory  and 
the  Bureau  of  Reclamation.  Additional  items  must  be  investigated  including 
components  which  will  be  larger  than  anything  developed  or  manufactured  to 
date  including  brine  circulating  pumps,  vacuum  ejection  systems,  large  control 
valves,  concrete  evaporator  enclosures,  very  long  evaporator  tube  bundles,  and 
heat  exchangers. 

SUPPORTING  RESEARCH  AND  DEVELOPMENT 

A number  of  small  contracts  for  module  and  pilot  plant  studies  will  be  initiated 
or  work  under  existing  contracts  will  be  accelerated  for  the  purpose  of  providing 
more  reliable  design  parameters  to  conceptual  designers  and  large-scale  module 
designers.  For  example,  it  is  proposed  to  let  a contract  for  construction  of  a 
test  model  to  investigate  new  hashing  devices  suitable  for  large-scale  evaporator 
plants.  Work  will  be  expanded  on  a medimn-size,  two-stage  module  of  a fiash 
evaporator  operating  in  critical  low  pressure  ranges.  We  expect  that  information 
from  these  and  similar  tests  will  determine  the  maximum  brine  velocities  per- 
missible in  large-scale  plants.  Modular  size  and  fiow  rates  have  important 
bearing  on  the  process  economics. 

In  conclusion,  we  are  presenting  a conservative  estimate  for  supplemental 
funds  needed  immediately  to  permit  a start  on  the  engineering  phase  of  the 
large  plant  program.  The  proper  and  timely  use  of  these  funds  will  allow  us 
to  obtain  the  best  available  engineering  knowledge  and  will  make  it  possible  for 
us  to  intelligently  apply  the  most  advanced  technology  to  any  proposals  for  large 
plant  construction. 

Salaries  and  expenses 


Request  for  3 months  from  Apr.  1,  1965 $3,  900,  000 

Appropriation  to  date $10,  000,  000 

Obligations  to  Jan.  31,  1965 $.5,  307,  031 

Expenditures  to  Jan.  31,  1965 $.5,  294,  616 

Budget  estimate  next  fiscal  year $26,  515,  000 

Employment : 

Average  number,  current  appropriation 70 

Number  involved  this  estimate 15 

Actual  employment  Jan.  31,  1964 67 


PURPOSE  AND  NEED  FOR  SUPPLEMENTAL  FUNDS 

For  initiation  of  preliminary  studies  necessary  to  develop  short-  and  long-range 
plans  and  to  reduce  to  actual  practice  existing  technical  knowledge  now  avail- 
able for  the  engineering  design  of  intermediate  and  large-scale  water  conver- 
sion facilities. 
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Detail  of  personnel  compensation 


- 

Presently 
available,  i965 

Revised 
estimate,  1965 

Increase 

Num- 

ber 

Total  salary 

Num- 

ber 

Total  salary 

Num- 

ber 

Total  salary 

Grades  and  ranges: 

GS-15,  $16,460  to  $21,590: 

Assistant  Director,  Development 

and  Engineering  _ _ 

1 

$16, 460 

1 

$16, 460 

Chief,  Distillation  Division  . 

1 

16  460 

1 

16*  460 

Chief,  Membrane  Division.. 

1 

16, 460 

1 

16,’  460 

Chief,  Program  Analysis  and  Co- 

ordination  

1 

16, 460 

1 

16, 460 

GS-14,  $14,170  to  $18,580: 

Chemist ......  _ 

1 

$14, 170 

2 

28, 340 

1 

14, 170 

Engineer  ....  

8 

122, 670 

9 

136, 840 

1 

14, 170 

GS-13,  $12,075  to  $15,855 . .... 

8 

102,  060 

9 

114, 135 

1 

12,  075 

GS-11,  $8,650  to  $11,305 .... 

3 

25,  950 

4 

34,  600 

1 

8,  650 

GS-9,  $7,220  to  $9,425 

3 

21,  905 

6 

43,  565 

3 

21, 660 

GS-6,  $5,505  to  $7,170 

7 

42,  050 

8 

47,  555 

1 

5,  505 

GS-5,  $5,000  to  $6,485 

3 

16,  320 

5 

26, 320 

2 

10,  000 

GSM,  $4,480  to  $5,830 

3 

14.  640 

4 

19, 120 

1 

4, 480 

No  change  in  all  other  positions 

41 

395, 656 

41 

395, 656 

Total  permanent ....  ... 

77 

755,  421 

92 

911,  971 

15 

156,  550 

Pav  above  stated  annual  rate 

2, 905 

3 508 

603 

Lapses _ ...  

-8.6 

-55,  026 

-21.1 

-185, 479 

-12.  5 

-130, 453 

Net  permanent  (average  number. 

net  salary) 

68.4 

703, 300 

70.9 

730,  000 

2.5 

26,  700 

Positions  other  than  permanent: 

Temporary  employment 

6,  000 

6,  700 

700 

Intermittent  emplovment .... 

4,  000 

4, 300 

300 

Other  personnel  compensation:  Overtime 

and  holiday  pay  _ . 

2,  000 

2, 300 

300 

Total  personnel  compensation 

715,  300 

743,  300 

28, 000 

Justification 


In  accordance  with  the  specific  request  of  the  President,  the  Oflice  of  Saline 
Water  has  developed  an  aggressive  program  for  advancing  desalting  technology 
in  those  areas  having  definite  promise  for  economic  feasibility  within  the  next 
few  years.  This  program  recognizes  that  four  distinct  needs  currently  exist 
both  in  our  own  Nation  and  in  the  world  community,  identified  as  follows  : 

(1)  Rapidly  growing,  major  population  centers  which  will  need  addi- 
tional water  to  supplement  existing  sources  ; 

(2)  Developing  areas  in  arid  or  semiarid  zones  ; 

(3)  Inland  and  coastal  areas  where  the  mining  of  ground  water  has  re- 
sulted in  sea-water  intrusion  ; and 

(4)  Areas  where  the  present  water  supply  is  adequate  but  of  substandard 
quality. 

The  goal  of  this  program  is  to  accelerate  improvement  of  the  technology  of 
water  desalting  so  that  within  the  next  decade  (1966-75)  converted  water  can 
be  a significant  factor  in  meeting  municipal  and  industrial  requirements  for 
high  quality  water  on  a local  and  regional  basis  in  the  United  States  and  abroad. 

Using  processes  and  technology  available  today,  the  cheapest  water  for  large 
coastal  communities  can  be  produced  by  dual-purpose  plants,  coupling  desalters, 
and  electric  generators.  The  program  for  1966  contemplates  improvement  of 
the  desalting  methods,  but  recognizes  that  the  cost  of  energy  will  continue  to 
be  one  of  the  important  factors. 

The  basic  process  or  processes  which  will  best  meet  the  problems  of  smaller 
communities  cannot  be  identified  clearly ; therefore,  an  intensive  basic  research 
effort  will  be  required  to  develop  new  concepts  to  meet  these  varied  require- 
ments. 

The  program  embodies  a planned  activity  to  accumulate  necessary  economic 
data  which  will  permit  accurate  comparisons  of  alternative  water  costs  and 
to  measure  the  economic  impact  of  water  quality  on  homeowners  and  industrial 
users. 
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This  program  has  been  based,  on  a decision  to  accelerate  the  accomplish- 
ment of  basic  and  applied  research  and  development  of  the  water  conversion 
technology,  including  all  components  of  the  needed  plants,  in  time  to  satisfy 
the  growing  demands  of  our  domestic  population  and  the  water-short  areas  of 
the  world. 

The  program  estimates  have  been  reviewed  by  an  advisory  group  of  con- 
sultants engaged  by  the  Secretary  of  the  Interior.  They  have  been  coordinated 
with  programs  and  plans  of  the  Atomic  Energy  Commission  and  other  govern- 
mental agencies  engaged  in  water  treatment  and  conservation.  During  the 
formulation  of  this  program,  advice  was  received  from  manufacturers,  engi- 
neering firms,  and  some  of  our  leading  colleges  and  universities.  A summary 
report  of  this  effort  has  been  prepared  and  submitted  to  the  President. 

The  supplemental  budget  estimate  for  the  fiscal  year  1965  provides  for  require- 
ments totaling  $3,900,000  in  the  “Salaries  and  expenses”  appropriation  and  in- 
cludes all  research  and  development,  economic  and  feasibility  studies,  pilot 
plants,  and  testing  work. 

RESEARCH  AND  DEVELOPMENT  PROGRAM 

The  Saline  Water  Act,  as  amended  (42  U.S.C.  1951-58),  directs  and  authorizes 
the  Secretary  of  the  Interior  to  conduct  a research,  development,  and  demon- 
stration plant  program  aimed  at  the  development  of  low-cost  means  for  the 
large-scale  production  of  water  suitable  for  beneficial  and  consumptive  uses. 
The  act  specifies  that  the  Secretary  shall  (1)  conduct,  encourage,  and  promote 
fundamental  scientific  research  and  basic  studies;  (2)  conduct  engineering 
research  and  technical  development  work;  (3)  recommend  demonstration  plant 
construction  and  operations,  or  participation  in  such  projects  having  promise; 
(4)  study  methods  for  recovery  of  valuable  bjrproducts ; and  (5)  undertake 
studies  necessary  to  determine  standard  costs  of  producing  water  in  various 
areas  for  comparison  with  saline  water  processes. 

An  effective  program  of  basic  research,  with  attendant  engineering  and  de- 
velopment, requires  continuous  growth  to  maintain  and  stimulate  interest. 
This  increase  will  permit  the  expansion  and  acceleration  of  the  research  and 
development  program  and  the  undertaking  of  the  most  promising  and  new  ac- 
tivities. Most  scientists  and  engineers  agree  that  the  most  effective  and  eco- 
nomical means  of  saline  water  conversion  has  not  yet  been  discovered. 

The  major  expenditures  are  programed  as  follows  : 

{a)  Administration  and  coordination,  $50,000 

The  amount  requested  provides  for  planning,  supervision,  and  administration 
of  research  and  development  contract  funds.  The  number  of  scientific  engi- 
neering and  support  personnel  allowed  at  the  present  time  is  insufficient  to 
effectively  accomplish  the  desired  objectives  of  the  program.  Several  recent 
studies  made  of  the  Federal  Government  research  and  development  contracting 
programs  have  emphasized  the  importance  of  adequate  technical  and  admin- 
istrative supervision  of  grantees  and  contractors.  To  accomplish  its  mission  it 
is  necessary  to  add  to  the  staff  of  scientists  and  engineers  in  order  to  continue 
{a)  stimulating  interest  in  the  program,  (ft)  evaluating  research  and  develop- 
ment proposals,  (c)  planning  the  specific  research  and  development  projects, 
{d)  negotiating  the  technical  portions  of  the  contracts,  and  (e)  administering 
the  technical  work  so  that  funds  are  expended  prudently  and  so  that  worthwhile 
results  are  obtained.  An  important  phase  of  the  supervision  of  contract  re- 
search is  visiting  the  organizations  carrying  out  the  work  tO'  give  direct  advice 
and  guidance  at  periodic  intervals  during  the  course  of  the  work.  In  addition, 
the  staff  must  evaluate  results,  including  consideration  of  patent  matters,  and 
plan  future  work.  Of  equal  importance,  the  scientific  activities  must  be  sup- 
ported by  capable  financial,  legal,  and  administrative  staffs  to  insure  that  sound 
business  management  principles  are  applied.  Additional  staff  is  provided  for 
1965  in  order  to  meet  the  newly  established  time  schedules. 

Objectives  of  the  reorganization.- — The  proposed  changes  in  the  organization 
and  management  structure  will  enable  the  Office  of  Saline  Water  to  accomplish 
current  and  prospective  program  objectives  for  the  saline  water  conversion  pro- 
gram. The  organization  structure  reflects  the  two  primary  program  responsi- 
bilities : ( 1 ) Basic  research  to  promote  fuller  knowledge  and  understanding  of 
the  physical  and  chemical  phenomena  and  processes  involved  in  saline  water 
conversion,  and  (2)  Development  and  engineering  to  carry  process  concepts 
through  after  the  basic  research  stage  to  applications  to  meet  a wide  range  of 
demands  at  home  and  abroad  and  provide  necessary  engineering  support. 
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The  creation  of  three  process  divisions — distillation,  membranes,  and  special 
projects — permits  a focusing  of  responsibility  for  all  aspects  of  program  develop- 
ment and  application  for  these  three  broad  categories  of  processes.  At  the  same 
time,  in  the  interests  of  economy  and  greater  engineering  specialization,  provision 
is  made  for  a common  engineering  service  for  these  three  process  divisions  to 
assist  in  carrying  the  program  into  the  construction  and  operation  phases. 

Provision  has  been  made  for  the  creation  of  a Saline  Water  Advisory  Com- 
mittee to  advise  the  Secretary  and  the  OtSce  of  Saline  Water  on  program  levels 
and  direction,  establishment  of  research  and  development  priorities,  and  evalu- 
ation of  progress  toward  program  objectives.  Outstanding  scientists  in  the  field 
of  water  research  and  water  resource  development  have  been  asked  by  the 
Secretary  to  serve  on  this  Committee. 

Provision  has  been  made  for  a program  analysis  and  coordination  staff  to 
assist  the  Director  in  the  development  and  appraisal  of  the  program,  in  economic 
analysis  and  research,  and  in  the  development  and  utilization  of  effective  man- 
agement systems  and  techniques. 

In  the  area  of  administration,  the  functions  relating  to  contract  administra- 
tion, financial  management  and  audit  are  being  strengthened  to  provide  these 
professional  services.  The  remaining  administrative  service  functions  and  in- 
formation functions  are  being  maintained  at  the  same  levels. 

The  estimate  includes  an  increase  of  15  positions  in  the  Washington,  D.C., 
headquarters  staff.  These  positions  will  be  assigned  as  follows : 


Scientific  and  technical 8 

Stenographic  and  clerical  support  of  technical  staff" 4 

Administration 3 

Total 15 

(&)  Basic  research,  $500,000 


The  objective  of  the  basic  research  program  of  the  Office  of  Saline  Water  is  to 
increase  knowledge  and  understanding  in  scientific  fields  relevant  to  the  recovery 
of  pure  water  and  valuable  byproducts  from  saline  waters  through  conduct  of 
exploratory  research  in  support  of  developmental  efforts.  It  includes  mainte- 
nance of  liaison  with  the  scientific  community  and  other  agencies  to  insure  that 
all  significant  advances  in  the  improvement  of  water  resources  and  recovery  of 
minerals  from  saline  water  are  integrated  with  Department  of  the  Interior  inter- 
ests and  programs. 

In  the  Office  of  Saline  Water  research  and  development  program,  scientific 
knowledge  is  being  sought  that  is  generally  applicable  to  any  process  of  saline 
water  conversion,  for  it  is  obvious  that  a number  of  processes  will  be  needed  to 
meet  different  circumstances. 

The  1965  supplemental  funds  for  basic  research  are  divided  into  the  following 
general  areas  related  to  processes  for  the  recovery  of  potable  water,  minerals,  and 
byproducts  from  saline  and  chemically  charged  water. 

The  expenditures  in  fiscal  year  1964  for  basic  research  were  slightly  in  excess  of 
$5  million.  Allotted  fiscal  year  1965  funds  are  less  than  in  fiscal  year  1964  by 
more  than  $500,000.  The  supplemental  allowance  of  $500,000  will  be  used  on 
fundamental  research  of  properties  of  water  and  aqueous  solutions  and  will  re- 
store the  basic  research  effort  to  approximately  the  same  level  as  fiscal  year  1964. 

Properties  of  water  and  solutions,  $500,000. — Past  research  and  development 
activities  of  the  Office  of  Saline  Water  were  largely  concerned  with  known  proc- 
esses. Since  it  now  appears  that  the  inefficiencies  associated  with  existing  proc- 
esses may  not  be  markedly  reduced  by  the  use  of  present  basic  information,  it  is 
becoming  apparent  that  further  rapid  reduction  in  costs  of  desalinated  water 
will  require  new  approaches  that  are  not  anticipated  in  present  processes.  Thus, 
research  emphasis  is  being  placed  on  fundamental  principles  and  concepts  that  are 
generally  applicable  to  any  process  of  saline  water  conversion.  It  is  expected 
that  these  activities  will  help  to  eliminate  the  serious  deficiencies  of  experimental 
data  and  understanding  of  the  properties  of  multicomponent  saline  colutions,  of 
ionic  hydration,  and  on  the  fine  structure  composition  of  pure  water. 

(c)  Program  analysis  and  coordination,  $200,000 

The  program  analysis  and  coordination  staff  will  provide  central  program 
planning  and  coordination.  Individual  plans  of  the  various  process  divisions 
and  service  groups  will  be  integrated  into  an  optimum  overall  work  effort  toward 
established  goals,  including  review  and  coordination  of  activity  budgets  and 
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guidance  in  the  most  efficient  utilization  of  manpower.  The  program  will  be 
coordinated  wdth  related  programs  of  the  Federal  Government,  State  and  local 
authorities,  foreign  and  international,  'academic,  and  private  groups.  The  staff 
will  perform  four  assigned  functions : 

1.  Program  analysis. 

2.  Program  planning  and  budget  policy  formulation. 

3.  Program  coordination. 

4.  Economic  research. 

Program  analysis. — There  is  an  immediate  need  for  more  precise  analysis  of 
OSW’s  research,  development,  design,  construction,  test,  and  demonstration  pro- 
grams from  the  scientific,  engineering,  and  economic  standpoints.  This  will  in- 
clude analysis  of  the  research  and  development  portion  of  the  program ; prepara- 
tion of  scientific,  technological,  and  operational  project  classifications  ; operational 
objectives  ; and  identification  of  paths  for  attainment  of  such  objectives.  Evalua- 
tion of  the  existing  program  from  the  standpoint  of  the  most  elfective  use  of 
OSW’s  funds,  the  optimum  balance  of  emphasis  among  competing  projects,  and 
the  most  efficient  utilization  of  scientific  resources  will  also  be  undertaken. 

Program  plamiing  and  budget  policy  formulation. — In  the  light  of  quantitative 
and  qualitative  national  water  supply  standards  and  requirements,  we  plan  to 
establish  goals  for  the  selection  and  utilization  of  some  of  the  Nation’s  vast 
saline  water  resources.  On  the  basis  of  inputs  from  OSW’s  economic  research 
program,  together  with  the  results  of  a number  of  engineering  and  economic 
feasibility  studies  and  advice  from  industry,  we  will  establish  standards  for  the 
economics  of  demineralization  of  saline  water,  develop  tactical  research  'and  de- 
velopment requirements,  and  adopt  program  schedules  and  priorities  to  meet 
these  requirements.  It  is  estimated  that  $100,000  will  be  required  for  the  eco- 
nomic and  engineering  feasibility  studies. 

Program  coordinatimi. — Emphasis  will  be  place  on  effective  coordination  of 
OSW’s  research  and  development  effort  with  related  programs  within  the  Fed- 
eral Government  including  international  desalination  programs  and  activities 
involving  OSW  participation.  This  will  entail  collaboration  with  cognizant 
agencies  within  the  Department  of  the  Interior,  Department  of  Defense,  Atomic 
Energy  Commission,  Department  of  Health,  Education,  and  Welfare,  Department 
of  State,  and  others. 

Economic  research. — A research  program  must  be  conducted  to  develop  the 
economics  of  desalination  in  realistic  situations  of  deficient  or  highly  mineralized 
water  supply.  The  program  embraces  six  principal  areas  ; 

A.  Assessment  of  quantitative  water  deficiencies  and  their  economic  cost. 

B.  Assessment  of  qualitative  water  deficiencies  and  their  economic  cost. 

C.  Determination  of  the  potential  role  of  saline  water  conversion  in  meet- 
ing quantitative  and  qualitative  water  deficiencies  in  the  United  States. 

D.  Evaluation  of  economic  conditions  at  possible  desalting  plant  sites. 

E.  Development  of  standards  and  techniques  for  optimizing  desalting 
plant  designs  and  costs  for  significant  economic  variables. 

F.  Studies  of  economic  factors  affecting  the  number  and  size  of  desalina- 
tion plants  needed. 

The  economic  research  work  contemplated  in  the  supplemental  request  is  esti- 
mated at  $100,000  and  covers  the  following  specific  functions  : 

Assessment  of  qualitative  water  deficiencies  and  their  economic  cost. — This 
project  deals  with  qualitative  water  deficiencies,  and  is  designed  to  furnish 
background  information  for  the  main  theme  of  the  economic  research  program  ; 
namely,  determination  of  the  potential  role  of  saline  water  conversion  in  meeting 
qualitative  water  deficiencies  in  the  United  States. 

1.  Listing  of  communities  now'  using  highly  mineralized  w'ater  supplies,  wuth 
the  chemical  composition  of  these  supplies.  (Can  be  completed  bv  spring 
1965.) 

2.  Studies  of  water  quality  requirements  of  industry.  (Can  be  initiated  im- 
mediately. ) 

3.  Studies  of  the  cost  of  qualitative  w'ater  deficiencies. 

{a)  Experience  of  w'ater  users  in  Webster  and  Miller,  S.  Dak.  (under 
contract). 

( & ) Experience  of  w'ater  users  in  Buckeye,  Ariz. 

(c)  Experience  of  w'ater  users  in  selected  other  American  communities. 

4.  Studies  to  determine  optimum  water  quality  in  terms  of  costs  to  consumers. 

Determination  of  the  potential  role  of  saline  water  conversion  in  meeting 

quantitative  and  qualitative  water  deficiencies  in  the  United  States. — The  saline 
water  conversion  program  is  aimed  at  useful  applications  wuthin  the  frame- 


570 


work  of  the  economic  realities  of  life.  This  project  will  help  determine  which 
desalination  processes  are  most  likely  to  be  feasible  at  various  locations,  and 
in  what  proportions.  It  will  show  what  may  be  the  most  needed  conversion 
plant  sizes ; it  will  point  to  the  probable  moments  in  time  when  future  de- 
salting plants  will  be  required.  Once  the  basic  information  is  at  hand,  a multi- 
plicity of  additional  projects,  such  as  closer  approximations,  refinements,  and 
sequels,  will  become  possible.  This  project  will  develop  the  knowledge  by  which 
the  Office  of  Saline  Water  can  make  it  possible  to  correct  existing  or  imminent 
quantitative  and  qualitative  water  deficiencies  in  the  United  States. 

1.  Long-range  economic  study  of  saline  water  conversion  opportunities  in  the 
United  States  (work  underway). 

2.  Followup  studies  of  saline  water  conversion  opportunities. 

3.  Refinements  and  revisions  of  assumptions  in  the  long-range  economic 
study. 

Studies  of  economic  factors  affecting  the  numher  and  size  of  desalination  plants 
needed. — Present  desalting  costs  confer  a limitation  upon  the  utilization  of 
America’s  vast  saline  water  resources.  Certain  economic  factors  are  capable  of 
expanding  the  opportunities  for  utilizing  these  resources.  This  project  is  de- 
signed to  reveal  economic  factors  capable  of  increasing  the  numbers  of  feasible 
desalting  plants  and  assess  their  impact  on  future  water  needs. 

Certain  economic  factors  can  improve  the  economies  of  size  in  conversion 
plants,  so  that  larger  plants  can  be  used.  The  proposed  studies  are  aimed  at 
identifying  such  factors  and  assessing  their  values. 

1.  Identification  of  economic  factors  which  increase  the  number  of  opportunities 
for  saline  water  conversion. 

( а)  The  economics  of  combined  power  and  desalting  plants. 

( б ) The  economics  of  induced  scaling  as  a means  of  recovering  desalting 
byproducts  to  reduce  net  water  production  costs. 

( c)  The  costs  of  dual-distribution  systems. 

2.  Identification  of  economic  factors  favoring  the  use  of  large  desalination 
plants. 

(a)  The  economics  of  using  offpeak  electric  power  combinations  for  de- 
salting. 

(ft)  The  comparative  economies  of  size  of  selected  desalting  processes, 
such  as  reverse  osmosis. 

(c)  Byproduct  values  which  will  offset  costs  of  large  desalting  plants. 

{d)  Engineering  and  development,  $3,150,000 

An  engineering  and  development  staff  will  carry  out  the  program  of  applied 
research,  process  development,  engineering  and  operations  through  three  process 
divisions — distillation,  membranes,  and  special  projects  with  the  support  of  an 
engineering  services  and  engineering  analysis  and  evaluation  staff.  Each  of  the 
three  nam.ed  divisions  will  be  the  focal  point  of  responsibility  for  all  phases  of 
these  broad  program  areas,  including  : 

(a)  Program  development. 

(&)  Technical  aspects  of  all  applied  research  and  development  contracts. 

(c)  Technical  liaison  with  other  Federal  agencies  such  as  AEG,  Defense, 
and  others  and  with  private  industry  groups  working  in  these  process  areas. 

(d)  Supervision  of  the  operation  of  pilot  and  demonstration  plants  and 
operation  of  test  site  facilities. 

(e)  Technical  advice  relating  these  processes  to  foreign  and  domestic 
public  and  private  interests. 

(/)  Technical  aspects  of  cooperative  programs  of  research,  development, 
and  applications  with  State  and  local  governments,  foreign  countries,  inter- 
national organizations  and  other  groups. 

(g)  Coordination  with  basic  research  on  program  development  and  appli- 
cations of  research  results. 

(h)  Coordination  with  the  administrative  staff  on  contract  administration 
and  financial  management  matters. 

The  urgent  need  for  funds  to  accelerate  work  in  the  three  process  divisions 
and  by  the  engineering  support  staff  is  as  follows  : 

1.  Distillation  Division,  $2,550,000 

The  distillation  program  embraces  the  development  of  all  distillation  processes 
and  new  concepts  in  distillation  technology  that  may  be  developed.  The  ac- 
celerated program  includes : 

A.  The  development,  design,  construction,  and  operation  of  a 50-million- 
gallon-per-day-prototype  plant  by  about  1970. 
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B.  Development  and  design,  construction,  and  operation  of  evaporator 
modules  for  large,  advanced  design  production  desalting  plants  in  the  150- 
to  250-million-gallons-per-day  size  by  about  1975. 

C.  Applied  research  efforts  specifically  directed  toward  the  development 
of  large  distillation  plants. 

D.  Supporting  research  and  pilot  plant  programs  on  components  of  dis- 
tillation processes. 

Initially,  emphasis  is  being  placed  on  problems  bearing  on  all  phases  leading 
directly  to  the  construction  of  the  50-million-gallon-per-day-prototype  plant  to  be 
in  operation  in  1970 ; with  secondary  emphasis  on  concepts  and  studies  leading 
- to  the  design  of  large  production  plants  by  the  year  1975. 

Conceptual  studies  program,  $750,000. — The  program  is  of  a magnitude  suf- 
ficient to  encourage  participation  by  the  best  and  most  knowledgeable  manufac- 
turers, architect-engineers,  and  design  concerns  in  the  country.  Cost-sharing 
contracts  are  being  placed  with  up  to  20  manufacturers  and  architect-engineers 
for  conceptual  design  studies  leading  to  a 50-million-gallon-per-day  prototype 
plant.  The  work  is  to  be  completed  within  3 to  6 months,  after  which  results 
will  be  innnediately  phased  into  modular  designs  based  on  the  most  acceptable 
concepts.  From  the  results  of  the  conceptual  studies  and  modular  designs,  one 
or  more  modules  will  be  built  and  tested. 

Large  size  conceptual  studies,  $200,000. — Concurrently  with  the  concept  studies 
described  above,  the  Oak  Ridge  National  Laboratory  (ORNL),  working  with 
the  Office  of  Saline  Water  (OSW),  will  develop  concepts  in  the  250-million- 
gallon-per-day  range  for  the  three  most  advanced  brine  distillation  processes ; 

i.e.,  flash,  long  tube  vertical,  vapor  compression,  or  combinations  of  these. 

Supporting  studies  for  large  plant  concepts,  $520,000. — A number  of  studies 
in  support  of  the  50-million-gailon-per-day  and  large  conceptual  designs  will  be 
instituted  or  administered  by  the  ORNL  under  the  direction  of  the  OSW.  These 
will  include : 

1.  Concrete  modular  sections : To  resolve  concrete  fabrication  problems  and 
protective  coatings  under  actual  vacuum,  pressure  and  temperature  operating- 
conditions. 

2.  Large-size  pump  studies : Suitable  large-size  pumps  for  handling  the  tre- 
mendous quantities  of  brine  required  at  flashing  pressures  and  temperatures 

liave  never  been  developed.  Cost-sharing-type  contracts  will  be  given  to  several 
of  the  most  competent  pump  designers  and  manufacturers  in  the  country  in 
order  to  provide  designs  and  realistic  price  structures  to  firms  working  on  the 
conceptual  designs  covered  above. 

3.  Axial  flow  compressor  studies:  Cost-sharing  contracts  will  be  given  to 
several  major  manufacturers  for  studies  of  designs  required  for  the  50-million- 
gallon-per-day  or  larger  desalting  plants.  This  program  is  necessary  to  develop 
accurate  prices  and  performance  characteristics  for  use  by  conceptual  designers 
in  the  overall  program. 

4.  Air  evaluation  devices : Cost-sharing  contracts  will  be  awarded  to  several 
of  the  major  designers  of  steam  jet  air  pumps  and  mechanical  vacuum  pumps 
to  develop  evacuating  systems  for  the  large-scale  evaporator  plants.  Present 
operating  plants  are  very  inefficient  in  the  use  of  high-cost  steam  for  maintaining 
the  required  vacuum. 

5.  Tube  fabrication  methods  : The  tubes  in  evaporators  of  the  50-million-gallon- 
per-day  or  larger  plants  will  represent  a multimillion-dollar  investment.  Studies 
are  to  be  made  on  fabrication  techniques  on  titanium  tubes  which  show  excellent 
promise  of  providing  economies  in  total  cost  over  the  operational  life  of  the  plant. 

6.  Sea  water  intake  studies : Stndies  will  be  initiated  on  sea  water  intakes 
as  a function  of  plant  location  and  the  effect  of  brine  outfalls  on  local  ecology. 
Requirements  for  seaweed  and  sand  removal  will  be  studied  and  surveys  of  the 
best  practices  used  will  be  made  at  coastal  power  stations. 

7.  Low-cost  demister  studies : A study  will  be  initiated  on  demisters  of  low* 
cost  materials,  such  as  plastic,  in  contrast  to  monel  and  other  costly  materials. 
The  study  will  investigate  separation  and  pressure  drop  efficiencies  as  well  as 
cost  relationships. 

8.  Tube  configuration  and  venting  studies : Large  desalting  plants  will  require 
tube  bundles  approaching  in  size  those  used  in  surface  condensers  in  power- 
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plants.  Tube  arrangements  and  configurations  are  an  important  factor  in  ob- 
taining minimum  pressure  drop  and  maximum  beat  transfer.  Tbe  study  will 
consider  the  problem  of  venting  from  large  tube  bundles.  The  complexity  of 
this  study  will  require  that  computer  programs  be  developed  that  will  be  of 
general  use  to  the  industry. 

9.  Stage  separator  sealing  devices:  In  multistage  evaporators  where  tubes 
pass  from  one  stage  to  the  other  through  partitions,  steam  leakage  may  become 
a problem  at  the  high  temperature  end  of  the  evaporator.  A practical  means 
of  preventing  leakage  and  still  allow  for  tube  removal  must  be  investigated. 
This  will  require  laboratory-type  tests  to  be  done  in  the  laboratories  of  qualified 
manufacturers  or  at  ORNL.  Costs  of  devices  will  be  developed  and  made  avail- 
able for  use  by  conceptual  design  contractors. 

10.  Pressure  loss  studies  in  tubes,  water  boxes,  and  return  channels : A con- 
siderable portion  of  the  total  pumping  power  required  will  come  from  bend 
losses  and  exit  and  entrance  losses  in  tubes  and  channels.  Scale  model  tests 
will  be  performed  to  obtain  optimum  fiow  designs  reducing  power  requirements 
to  a minimum. 

11.  Large  valves,  design  and  material  problems : A study  on  design  and  mate- 
rials of  construction  of  large  valves  suitable  for  prototype  and  larger  plants  is 
indicated.  Valve  materials  have  been  a subject  for  considerable  concern  in 
demonstration  plants  and  suitable  valve  design  with  cost  information  is  neces- 
sary for  proper  implementation  of  design  concepts  and  for  planning  future 
construction. 

12.  Instrumentation  studies : A study  of  optimum  instrumentation  of  50  mil- 
lion gallons  per  day  and  larger  plants  will  be  undertaken  to  define  the  degree 
of  automation  of  controls  versus  manpower  required.  This  will  include  a 
broad  set  of  specifications  which  can  be  used  by  all  conceptual  designers. 

13.  Investigation  of  acid  injection  and  mixing : Proper  acid  injection  and 
mixing  has  been  a continuing  problem  even  in  small  demonstration  plants. 
Without  design  and  model  studies  for  the  larger  plants,  the  design  of  systems  for 
acid  injection  and  mixing  would  be  impossible. 

14.  Special  feed  water  treatment  studies : New  approaches  to  feed  water 
treatment  for  large-scale  plants  will  be  undertaken  at  ORNL. 

15.  Tube  corrosion  in  polluted  environments : Little  is  known  regarding  tube 
corrosion  in  polluted  brine  environments.  ORNL  will  undertake  a study  to 
determine  whether  present  materials  and  design  practices  will  be  satisfactory 
under  polluted  environments. 

16.  Development  and  economics  of  high  efliciency  heat  transfer  tube  types: 
Laboratory  and  pilot  plant  tests  show  that  high-efficiency  heat  transfer  surfaces 
offer  good  possibilities  for  cost  reduction.  The  development  of  fabricating  and 
construction  techniques  for  tubes  of  this  type  will  be  initiated  with  tube  fabri- 
cators and  evaporator  manufacturers. 

Supporting  research  and  development,  $1,080,000. — Accelerated  programs  in 
distillation  are  geared  toward  the  development  of  larger  prototype  and  produc- 
tion plants  through  pilot  plants,  modular  construction,  and  operation.  Research 
and  development  in  the  three  principal  distillation  processes  will  be  accelerated 
in  order  to  achieve  the  objectives  of  the  saline  water  conversion  program  as 
delineated  below. 

Flash  processes : 

1.  Continuation  and  expansion  of  multistage,  multieffect  pilot  plant  tests. 

2.  Evaluation  of  hashing  devices  on  pilot  plant  scale. 

3.  Nonequilibrium  hashing. 

4.  Open  chamber  hash  studies. 

5.  Thin-film  hash  experiments. 

Vertical  tube  processes : 

1.  'Dvo-phase  flow  in  tubes ; and  investigation  of  heat  transfer  and  pressure 

drop. 

2.  Double  fluted  tubes,  a continuation  and  acceleration  of  pilot  plant  studies 

now  underway. 

3.  Semipermeable  graphite  tubes;  a development  and  evaluation  program. 
Vapor  compression : 

1.  Condensing  jet  ejectors  for  vapor  compression. 
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2.  Natural  and  forced  circulation  in  conjunction  with  vapor  compression. 
Supporting  projects:  Certain  supporting  projects  will  be  accelerated,  namely: 

1.  Additive  antiscaling  investigations. 

2.  Dropwise  condensation  experiments. 

3.  Tube  surface  preparation  to  improve  evaporative  heat  transfer  rates. 

2.  Memltrane  Division,  $50,000 

This  Division  has  the  responsibility  for  the  development  of  all  membrane  and 
related  processes  including  reverse  osmosis  and  electrodialysis,  as  well  as  any 
new  concepts  in  membrane  technology  which  may  qualify  for  further  develop- 
ment. These  include : 

A.  Development,  design,  construction,  and  operation  of  reverse  osmosis 
pilot  plants  leading  to  larger  capacity  intermediate  prototype  plants  designed 
as  modules  for  larger  plants ; membrane  development  work  will  be  stressed ; 

B.  Applied  research  efforts  specifically  directed  toward  the  development 
of  larger  reverse  osmosis  plants ; 

C.  Development,  design,  construction,  and  operation  of  an  optimized  inter- 
mediate prototype  electrodialysis  plant  or  other  membrane  process  designed 
as  a module  for  larger  plants ; including  increased  membrane  developmental 
work ; 

D.  Maintenance,  operation,  and  experimentation  associated  with  the  250,- 
000  gallons  per  day  brackish  water  electrodialysis  demonstration  plant 
at  Webster,  S.  Dak. ; 

E.  Supporting  research  and  development  programs  for  ion  absorption,, 
electrodialytic  demineralization,  and  other  membrane  processes  ; and 

F.  Other  work  related  to  membrane  processes. 

Initially,  emphasis  is  being  placed  on  those  processes  which  now  show  the 
strongest  economic  potentials,  within  a reasonable  time  period,  so  that  they 
can  be  used  in  water  production  plants.  The  electrodialysis  process  will  be 
thoroughly  reviewed  in  a concurrent  but  somewhat  more  limited  program, 
with  strong  supporting  R.  & D.  program  to  resolve  those  problem  areas  which 
are  common  to  most  membrane  processes. 

The  program  is  flexible  and  will  be  adjusted  to  emphasize  any  new  advanced 
concepts  which  show  strong  promise  in  lowering  equipment  costs  or  energy 
requirements.  Processes  under  development  will  be  continually  reviewed  as 
the  technology  advances  and  those  not  deemed  suitable  for  further  development 
will  be  dropped. 

Consistent  with  these  objectives,  supplemental  funds  are  requested  to  support 
those  needs  which  are  immediately  essential  to  conducting  the  current  pro- 
gram and  maintaining  the  necessary  continuity.  The  most  immediate  funding 
needs  are  for  work  in  electrodialysis  and  $50,000  are  requested  to  continue 
the  engineering  and  development  work  on  the  electrodialysis  process  includ- 
ing membrane  studies,  cell  designs,  and  fouling  problems.  Supplemental  fund- 
ing is  sought  for  these  items  because  of  their  timely  significance  since  the 
results  will  have  immediate  bearing  on  the  direction  of  future  research  and 
development. 

3.  Special  Projects  Division,  $200,000 

This  Division  is  responsible  for  the  development  of  processes  other  than 
distillation  and  membranes,  and  for  special  investigations  related  to  brine 
disposal,  ion  exchange,  deaeration,  crystallization,  and  byproducts.  Develop- 
ment will  be  sponsored  on  alternatives  which  may  prove  superior  on  promising 
new  approaches  or  new  concepts  stemming  from  the  intensified  basic  research 
program. 

Deaeration : Funds  requested  in  the  amount  of  $200,000  will  permit  accelera- 
tion of  the  development  program  to  provide  lower  cost  and  more  efloicient  means 
of  removing  dissolved  gases  in  saline  waters  prior  to  or  during  processing. 
This  operation  is  important  to  a number  of  conversion  processes  and  particu- 
larly to  the  multiple-fiash-type  systems  being  considered  for  large  conversion 
plants.  The  problem  becomes  more  difiicult  as  the  plant  sizes  increase.  Funds 
will  provide  for  additional  research  and  for  installation  of  experimental  equip- 
ment at  the  Wrightsville  Beach  Test  Station. 
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Jf.  Engineering  Services  Staff,  $150,000 

The  Engineering  Services  Staff  provides  general  engineering  support  services 
for  the  development  and  preparation  of  designs,  drawings,  and  specifications  for 
construction  projects;  preparation  and/or  review  of  engineering  cost  estimates, 
supervision  of  field  construction,  supervision  of  the  management  and  operation 
functions  of  test  stations  and  other  engineering  assistance  for  process  and  plant 
development.  The  services  rendered  in  connection  with  the  preparation  of 
designs,  drawings,  specifications,  cost  estimates,  and  construction  services  will 
extend  into  construction  modifications  and  change  orders  as  well,  during  con- 
struction in  progress.  Other  functions  will  include  construction  bid  evaluations, 
proposal  analysis,  and  the  initiation  of  special  studies  and  projects  for  the  de- 
velopment of  engineering  data  and  background  material  required  as  a basis  for 
sound  and  efficient  engineering  design  and  evaluation. 

These  support  services  will  he  in  the  form  of  review,  recommendations,  con- 
sultation, and  advisory  service  to  the  three  process  divisions.  The  design  and 
cost  data  needed  as  standards  for  performing  engineering  and  construction 
services  will  be  accumulated  by  the  Engineering  Services  Staff  as  part  of  its 
activity  in  administering  the  maintenance  and  operation  of  field  test  sites. 

The  accelerated  engineering  and  development  effort  to  scale  up  the  size  of 
distillation  plants  to  multimillion  gallons  per  day  capacities  requires  establish- 
ment of  a facility  to  enable  on-site  testing  of  full-scale  size  components  and 
modules  of  the  large  plants.  It  will  require  a large  seawater  intake,  great 
pump  capacity,  and  other  services.  To  meet  this  critical  requirement  a west 
coast  test  station  similar  in  purpose  to  the  station  at  Wrightsville  Beach  is 
planned,  with  site  selection  and  design  scheduled  for  completion  in  time  to  permit 
construction  in  fiscal  year  1966.  The  estimate  of  $150,000  covers  all  site  selec- 
tion expenses  and  architect-engineer  services  for  design  and  preparation  of  draw- 
ings and  specifications. 

•5.  Engineering  Evaluation  Staff,  $200,000 

The  Engineering  Evaluation  Staff  is  responsible  for  analyzing  and  evaluating 
technical  and  cost  data  for  the  comparison  of  the  various  processes  and  unit 
operations. 

Evaluations  of  processes  will  be  performed  on  a continuing  basis  to  establish 
the  time  schedule  of  future  work  and  will  measure  the  results  obtained  from 
engineering  tests,  operation  of  pilot  plants,  and  large  operating  plants. 

Emphasis  will  be  placed  upon  coordinating  the  work  so  that  the  various  proc- 
esses under  investigation  will  proceed  in  a logical  sequence  to  a definite  con- 
struction program.  The  staff  will  develop  basic  technical  and  cost  data  with 
standards  for  use  in  all  operating  divisions. 

The  estimate  will  permit  several  urgently  needed  studies  and  evaluations 
in  process  areas.  Thorough  evaluations,  including  cost  studies,  will  be  made 
to  determine  immediately  the  potentials  of  crystallization  processes,  with  other 
studies  of  combinations  of  processes  and  techniques  offering  possibilities  for 
water  cost/eduction. 

NEED  AND  E"SE  OF  FE'NDS  IN  1965 

Mr.  Denton.  $3,900,000  is  quite  an  increase  to  put  in  this  program 
in  1965.  First  of  all,  do  you  feel  without  a doubt  that  there  is  sufficient 
additional  talent  to  be  obtained  at  this  time  to  warrant  the  use  of  these 
additional  funds  in  practicable  and  reasonable  manner  ? 

Mr.  Holum.  In  all  honesty,  Mr.  Chairman,  I would  have  to  respond 
this  way : It  would  depend  to  a degree  of  when  the  funds  can  be  made 
available. 

Mr.  Denton.  I was  thinking  that.  In  all  probability  these  funds 
won’t  be  available  before  April  1965. 

Mr.  Holum.  We  began  our  planning  some  time  ago,  with  the  hope 
and  expectation  that  supplemental  funds  would  be  available  early  in 
April.  On  that  basis  we  have  little  doubt,  and  I am  sure  Mr.  Di  Luzio 
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can  supply  you  with  the  detailed  information,  that  this  money  can 
be  invested  advantageously. 

In  fact,  we  may  have  a great  deal  of  difficulty  if  it  is  not  available. 
It  does  provide  a very  important  transition  point  between  a $10  mil- 
lion research  and  development  program,  originally  authorized  for 
1965,  and  a $26.5  million  research  and  development  program  for  1966. 

If  we  can  have  this  $3.9  million  early  in  April  or  in  April,  I have  no 
doubt  at  all  we  will  be  able  to  invest  the  money  advantageously  and 
it  will  make  it  easier  for  us  to  carry  on  the  kind  of  program  we  want 
to  carry  on  in  fiscal  year  1966. 

Actually,  the  last  time  we  were  together  we  discussed  proposals 
and  work  that  needs  to  go  forward  now  and  contracts  that  need  to  be 
refinanced,  now,  which  we  are  going  to  have  to  delay  and  look  at  care- 
fully, because  of  the  small  amount  of  money  we  have  left  uncommitted 
at  this  time. 

Mr.  Denton.  Suppose  the  appropriation  wasn’t  approved  until  the 
1st  of  June ; how  much  money  would  you  need  ? 

Mr.  Holijm.  I think  we  better  take  a careful  look  and  supply  that 
for  the  record.  I suspect  even  by  the  1st  of  June  we  would  probably 
find  we  could  very  easily  spend  the  $3.9  million.  But  to  be  absolutely 
sure,  we  better  look  at  it. 

(The  information  follows:) 

Contract  proposals  are  being  considered  that  will  be  ready  for  award  as  soon 
as  funds  are  available.  We  will  be  prepared  to  award  contracts  in  the  amount 
of  $3.9  million  during  fiscal  year  1965  even  if  fimds  are  not  available  until 
June  1. 

Mr.  Denton.  It  would’t  be  very  good  administration  to  spend  it 
ill  1 month,  would  it  ? 

Mr.  Holum.  Well,  we  are  in  a situation  where  we  will  be  postpon- 
ing and  delaying  extending  contracts  and  carrying  ongoing  work. 

ADMINISTRATION  AND  COORDINATION 

Mr.  Denton.  Now,  you  have  an  increase  of  $50,000  for  adminis- 
tration and  coordination.  What  is  your  justification  for  this  in- 
crease ? 

^Ir.  Di  Luzio.  Fifteen  additional  people,  Mr.  Chairman. 

Mr.  Denton.  For  what  period  ? 

Mr.  Di  Luzio.  Based  only  on  the  last  quarter — April,  May,  and 
June. 

Mr.  Holum.  I think  the  important  part  is  not  the  dollars  but  the 
authorization  of  people.  I would  like  to  take  just  a moment  to  under- 
score what  I consider  to  be  the  urgent  requirement  for  additional 
people  in  the  Office  of  Saline  Water,  both  on  the  administrative  side, 
to  administer  contracts,  and  in  the  technical  field  to  be  sure  that  the 
Office  is  competent  to  do  a good  job  of  analyzing  proposals  that  come 
in  and  probably  more  important  has  the  competence  and  the  number 
of  people  available,  so  after  the  research  work  is  done  they  can  take 
it,  and  put  it  together,  make  it  available  to  the  public  and  other  scien- 
tists working  in  the  field. 
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I think  these  15  additional  people  are  urgently  needed  in  the  Office 
of  Saline  Water.  The  fact  that  we  are  here  in  1965,  with  all  of  the 
emphasis  President  Jolinson  is  giving  to  holding  down  employment, 
asking  for  them,  underscores  the  urgency.  We  do  need  these  people. 

CONTRACTS  AND  GRANTS 

Mr.  Denton.  Under  “Kesearch  and  development,”  you  are  budget- 
ing $1.5  million  for  contracts  and  grants  non-Federal,  and  $25,000 
for  Federal  laboratories.  Give  the  committee  some  idea  of  the  private 
companies  or  universities  with  whom  you  will  place  these  grants,  how 
many  different  grants  will  be  made  and  what  would  be  the  average 
funding  under  each  grant  ? 

Mr.  Di  Luzio.  We  will  provide  that  for  the  record. 

(The  information  follows :) 

Grants  that  will  be  written  with  fiscal  year  1965  supplemental  funds : Uni- 
versity of  Arizona,  Catholic  University,  New  Mexico  Highlands  University,  State 
University  of  New  York — Buffalo,  Purdue  University,  and  Western  Reserve  Uni- 
versity. 

Contracts  will  be  executed  with  the  remaining  funds. 

Average  funding  per  contract  grant,  $50,000. 

BREAKDOWN  OF  SUPPLEMENTAL  REQUEST 

Mr.  Denton.  Would  you  break  down  the  estimate  of  $3.9  million, 
the  same  as  figure  4 in  the  regular  statement  ? 

Mr.  Di  Luzio.  We  have  it  broken  down  and  will  supply  it  for  the 
record. 

(The  information  follows :) 


office  of  Saline  Water — Detail  of  1965  Supplemental 
[In  thousands] 


I960 

aitpplemental 

Basic  research : Properties  of  water  and  solutions $500 


Program  analysis  and  coordination : 

Economics  100 

Engineering  feasibility  studies 100 


Total 200 


Distillation : Large-scale  conceptual  designs,  development  of  components 

and  materials,  and  supporting  research  and  development 2,  550 

Membranes  : Electrodialysis 50 

Special  projects  : Deaeration 200 

Engineering  services ; W est  coast  test  site 150 

Engineering  evaluation ; Process  evaluation  studies 200 

Administration  and  coordination  : Salaries  and  expenses 50 


Grand  total 3,  900 


Summary 


[In  thousands] 


1965  supple- 
mental 

Percent  of 
total 

Hardware  

$800 
2. 550 

20.5 

Engineering  and  supporting  research  and  development 

65. 4 

Basic  research  ..  . 

500 

12  8 

Administration  

50 

1.3 

Total- 

3,900 

100 

Mr.  Dextox.  Mrs.  Hansen  ? 

Mrs.  Haxsex.  I have  no  questions. 

Mr.  Dextox.  Mr.  Marsh  ? 

Mr.  Marsh.  No  questions. 

Mr.  Dextox.  Mr.  McDade  ? 

Mr.  McDade.  No  questions,  Mr.  Chairman. 

Mr.  Dextox.  That  is  all.  We  thank  you  very  much. 
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Land  and  Water  Conservation  Fund 

Wednesday,  March  3,  1965. 
WITNESSES 

EDWARD  C.  CRAFTS,  DIRECTOR,  BUREAU  OF  OUTDOOR  RECREATION 
M.  M.  NELSON,  DEPUTY  CHIEF,  FOREST  SERVICE,  DEPARTMENT 
OF  AGRICULTURE 

DONALD  E.  LEE,  CHIEF,  DIVISION  OF  LAND  AND  WATER  RIGHTS, 
NATIONAL  PARK  SERVICE 

Object  classification 


[In  thousands  of  dollars] 


'■ 

1965 

presently 

available 

1965 

revised 

estimate 

1965  increase 

BUREAU  OF  OUTDOOR  RECREATION 

Personnel  compensation: 

11.1  Permanent  positions 

40 

40 

11.3  Positions  other  than  permanent 

11.6  Other  personnel  compensation 

Total  personnel  compensation 

40 

3 
2 

4 
3 

18 

10,  000 

40 

3 
2 

4 
3 

18 

10,000 

12.  0 Personnel  benefits  . 

21.  0 Travel  and  transportation  of  persons 

23. 0 Rent,  communications,  and  utilities 

26. 0 Supnlies  and  materials 

31.0  Equipment 

41. 0 Grants,  subsidies,  and  contributions 

Total,  Bureau  of  Outdoor  Recreation 

10,  070 

10, 070 

ALLOCATION  ACCOUNTS 

Personnel  compensation: 

11.1  Permanent  po.sitions  

40 

40 

11.3  Positions  other  than  permanent 

11.5  Other  personnel  compensation.  

Total  personnel  compensation 

40 

3 

16 

2 

3 

1 

6S 

6 

2 

5, 789 

40 

3 

16 

2 

3 

1 

68 

6 

2 

5, 789 

12.0  Personnel  benefits 

21.  0 Travel  and  transportation  of  persons 

22. 0 Transportation  of  things 

23.  0 Rent,  communications,  and  utilities 

24. 0 Printing  and  reproduction 

25.1  Other  services.  - . 

26. 0 Supplies  and  materials. . 

31.0  Equipment.  ...  

32. 0 Lands  and  structures. . 

Total,  allocation  accounts 

6,930 

5.930 

99. 0 Total  obligations 

16,  000 

16, 000 

Personnel  summary 


Presently 

available, 

1965 

Revised 

estimate, 

1965 

Increase 

BUREAU  OF  OUTDOOR  RECREATION 

Total  number  of  permanent  positions 

45 

45 

Average  number  of  all  employees 

5 

5 

Employees  in  permanent  positions,  end  of  year 

45 

45 

Employees  in  other  positions,  end  of  year  

0 

0 

ALLOCATION  ACCOUNTS 

Average  number  of  all  emplovees.  ..  

5 

5 

Employees  in  permanent  positions,  end  of  year  

0 

0 

Employees  in  other  positions,  end  of  year.. 

0 

0 
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Program  and  financing 


[In  thousands  of  dollars] 


Presently 

available, 

1965 

Revised 

estimate, 

1965 

Increase 

Program  by  activities: 

1.  Assistance  to  States  

5, 960 
3,978 
62 

+5,960 
+3, 978 
+62 

2.  Federal  program 

3.  Administrative  expenses  . 

Total  program  costs,  funded 

10, 000 
6, 000 

+10, 000 
+6,  000 

Change  in  selected  resources  i 

10  Total  obligations.. 

16, 000 
16, 000 

+16, 000 
+16, 000 

Financing: 

40  New  obligational  authority  (proposed  supplemental  ap- 
propriation) - 

Relation  of  obligations  to  expenditures: 

71  Total  obligations  (affecting  expenditures) 

16,  000 

+16,  000 

72  Obligated  balance,  start  of  year 

74  Obhgated  balance,  end  of  year 

-6, 000 

-6, 000 

90  Expenditures 

10, 000 

+10, 000 

1 Selected  resources  as  of  June  30  are  as  follows:  1965 

Unpaid  undelivered  orders. $6, 000 


1 Selected  resources  as  of  June  30  are  as  follows:  1965 

Unpaid  undelivered  orders. $6, 000 


Mr.  Denton.  This  is  the  supplemental  request  for  the  Land  and 
Water  Conservation  Fund — $16  million  is  requested  for  the  purpose 
of  implementing  the  provisions  of  the  Land  and  Water  Conservation 
Fund  Act  of  1965,  Public  Law  88-578. 

We  shall  insert  in  the  record  the  item  from  House  Docmnent  80,  the 
justifications,  and  the  general  statement. 

(The  matter  referred  to  follows :) 

“Bureau  of  Outdoor  Recreation 
“land  and  water  conservation 

“For  expenses  necessary  to  carry  out  the  provisions  of  the  Land  and  Water 
Conservation  Fund  Act  of  1965  {78  Stat.  897),  including  $70,000  for  administra- 
tive expenses  of  the  Bureau  of  Outdoor  Recreation  during  the  current  fiscal  year, 
and  acquisition  of  land  or  waters,  or  interests  therein,  in  accordance  ivith  the 
statutory  authority  appUcahle  to  the  State  or  Federal  agency  concerned,  to  be 
derived  from  the  Land  and  Water  Conservation  Fund,  established  by  section  2 
of  said  Act,  and  to  remain  available  until  expended,  not  to  exceed  $16,000,000,  of 
which  (1)  not  to  exceed  $10,000,000  shall  be  available  for  payments  to  the  States; 
{2)  not  to  exceed  $5,180,000  shall  be  available  to  the  National  Park  Service;  and 
(3)  not  to  exceed  $750,000  shall  be  available  to  the  Forest  Service:  Provided,  That 
in  the  event  the  receipts  available  in  the  Land  and  Water  Conservation  Fund  are 
insufficient  to  provide  the  full  amounts  specified  herein,  the  amounts  available, 
under  clauses  (1)  through  (3)  shall  be  reduced  proportionatel/u  ” 

This  is  the  initial  request  for  the  appropriation  of  receir"  • 

Wafer  Conservation  Fund  established  by  Public  Lpw  88- 
ber  3,  1964.  Funds  appropriated  will  be  used  for  payments  ^ 
more  than  40  percent  of  the  cost  of  planning,  acquisition,  ana  ut/e... 
public  recreation  facilities,  and  for  acquisition  of  recreation  areas  by  th^ 

Service  and  the  National  Park  Service.  In  addition,  certain  administra. 
expenses  of  the  Bureau  of  Outdoor  Recreation  will  be  financed. 

The  early  provision  of  funds  will  enable  both  the  Federal  agencies  and  the 
States  to  promptly  move  forward  with  their  acquisition  programs  in  advance  of 
rising  costs,  and  will  permit  the  States  to  accelerate  planning  and  development 
necessary  to  provide  adequate  public  outdoor  recreation  opportunities. 
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Statement  of  Dieectoe,  Bureau  of  Outdoor  Recreation 

Mr.  Chairman  and  members  of  the  committee,  this  is  the  first  request  for  funds; 
to  implement  the  provisions  of  the  Land  and  Water  Conservation  Fund  Act  of 
1965,  Public  Law  88-578.  This  act  created  a fund  from  which  Congress  can  make 
appropriations  to  provide  urgently  needed  public  outdoor  recreation  areas  and 
facilities.  States  and  certain  Federal  agencies  are  eligible,  under  certain  condi- 
tions. to  receive  money  from  this  fund  and  the  States  may  in  turn  allocate  por- 
tions of  the  money  they  receive  to  their  political  subdivisions.  The  program  be- 
came effective  on  January  1, 1965,  and  will  continue  for  25  years. 

The  fund  created  by  this  act  will  derive  revenues  from  ( 1 ) admission  and  useT 
fees  at  designated  Federal  recreation  areas;  (2)  net  proceeds  from  the  sale  of 
surplus  Federal  real  and  related  personal  property;  and  (3)  the  taxes  on  motor- 
boat  fuels.  Beginning  with  fiscal  year  1968,  authority  is  included  in  the  act  to 
permit  advance  repayable  appropriations  by  the  Congress. 

Money  in  the  fund  which  is  not  appropriated  within  2 full  fiscal  years  following 
the  fiscal  year  in  which  receipts  were  deposited  shall  be  withdrawn  from  the  fund 
and  deposited  to  miscellaneous  receipts  of  the  Treasury.  In  view  of  the  urgent 
need  for  funds  to  provide  outdoor  recreation  opportunities,  it  is  important  that 
all  revenues  deposited  annually  in  the  fund  be  appropriated  to  carry  out  the 
purposes  of  the  act.  In  his  message  on  natural  beauty,  the  President  said  that 
the  full  funding  of  the  land  and  water  conservation  fund  would  be  an  important 
step  in  meeting  recreation  needs  over  the  next  decade. 

A total  of  $16  million  is  requested  for  the  remainder  of  fiscal  year  1965.  This 
amount  will  be  derived  from  an  estimated  $45  million  of  receipts  expected  to 
accrue  in  the  fund  before  the  end  of  fiscal  year  1965.  The  estimate  includes 
$10  million  which  is  to  be  used  for  grants-in-aid  to  States  for  planning,  acquisi- 
tion, and  development  of  public  outdoor  recreation  areas.  It  is  proposed  that 
grants  to  States  will  not  exceed  40  percent  of  the  cost  of  the  individual  projects. 

The  estimate  includes  $5,180,000  for  the  National  Park  Service  and  $750,000 
for  the  Forest  Service. 

The  $5,180,000  for  National  Park  Service  includes  $1.9  million  for  land  acquisi- 
tion at  recently  authorized  areas,  $3  million  for  inholdings  in  40  park  areas,  and 
$270,000  for  satisfying  a judgment  relative  to  a scenic  easement  on  the  George 
Washington  Memorial  Parkway  in  Virginia.  The  latter  item  is  known  as  the 
Merrywood  property. 

For  the  Forest  Service,  the  $750,000  is  to  purchase  approximately  417  acres  of 
land  adjacent  to  Upper  Priest  Lake  in  northern  Idaho  and  approximately  110 
acres  in  the  Seneca  Rocks-Spruce  Knob  area  of  West  Virginia.  Both  of  these 
areas  are  highly  desirable  for  public  recreation  purposes.  Private  organizations 
are  very  much  interested  in  acquiring  these  lands  for  development,  and  the  funds 
requested  ^herein  would  permit  acquisition  before  they  are  subdivided. 

The  remaining  portion  of  the  estimate,  $70,000,  is  requested  to  strengthen  the 
staff  of  the  Bureau  of  Outdoor  Recreation  to  coordinate  and  administer  the  over- 
all program.  Much  preliminary  work  and  planning  had  to  be  done  immediately 
after  the  passage  of  the  act  last  September,  and  much  more  work  will  be  required 
this  fiscal  year  to  implement  fully  the  provisions  and  purposes  of  the  act. 

The  early  provision  of  funds  will  enable  both  the  Federal  agencies  and  the 
States  to  move  forward  promptly  with  their  acquisition  programs  in  advance  of 
rising  costs,  and  will  permit  the  States  to  accelerate  planning,  acquisition,  and 
^ wplopment  necessary  to  meet  immediate  public  outdoor  recreation  needs. 

'1  1 -t  to  discuss  these  programs  in  detail  with  you  and  to  answer 
^ have. 

^ ^ Land  and  Water  Conservation 

(H.  Doc.  80) 

For  3 months  from  April  1,  1965. 

Employment : Number  involved  this  estimate,  10. 

PURPOSE  AND  NEED  FOR  SUPPLEMENTAL  FUNDS 

The  request  of  $16  million  is  for  the  purpose  of  implementing  the  provisions 
of  the  Land  and  Water  Conservation  Fund  Act  of  1965,  Public  Law  88-578, 
approved  September  3,  1964.  Receipts  began  to  accrue  in  the  fund  on  January  1, 
1965,  and  it  is  estimated  that  about  $45  million  will  accrue  before  the  end  of 
fiscal  year  1965. 
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The  $16  million  of  appropriation  from  this  fund  will  be  used  for  the  following 
purix)ses : 

( 1 ) $10  million  will  be  made  available  for  grants-in-aid  to  States  to  finance 
up  to  40  percent  of  the  total  cost  of  planning,  acquisition,  and  develop- 
ment of  recreation  areas. 

(2)  $5,930,000  will  be  used  for  recreation  land  acquisition  by  the  National 
Park  Service  and  the  Forest  Service,  and 

(3)  $70,000  will  finance  Bureau  of  Outdoor  Recr'eation  expenses  to  co- 
ordinate and  administer  the  overall  program. 

Section  5(c)  of  Public  Law  88-578  states  in  part:  “No  payment  may  be  made 
to  any  State  for  or  on  account  of  any  cost  or  obligation  incurred  or  any  service 
rendered  prior  to  the  date  of  approval  of  this  act.”  The  Bureau  has  received 
advice  from  the  Office  of  the  Solicitor,  Department  of  the  Interior,  that  under 
the  authority  of  this  provision,  costs  or  obligations  incurred  by  the  States  since 
September  3,  1964,  the  date  of  approval  of  the  act,  and  which  are  related  to  the 
purposes  of  this  act  may  properly  be  considered  for  partial  reimbursement  by 
the  Bureau,  subject  to  the  availability  of  appropriations  therefor.  A portion 
of  the  funds  requested  herein  will  be  used  to  reimburse  the  States  for  those 
costs  which  are  determined  to  be  appropriate. 

Justification 

Under  date  of  September  3,  1964,  the  President  approved  the  Land  and  Water 
Conservation  Fund  Act  of  1965  (Public  Law  88-578).  This  act  created  a fund 
from  which  appropriations  may  be  made  to  provide  outdoor  recreation  areas 
and  facilities  at  State,  local,  and  Federal  levels.  Receipts  began  to  accrue  in 
the  fund  on  January  1,  1965,  and  it  is  estimated  that  about  $45  million  will 
accrue  in  the  fund  before  the  end  of  fiscal  year  1965.  A supplemental  appropria- 
tion from  this  fund  of  $16  million  is  requested  to  provide  for  the  following : 

( a ) $10  million  will  be  made  available  to  States  for  planning,  acquisition, 
and  development  of  recreation  lands  ; 

(&)  $5,930,000  will  be  available  for  recreation  land  acquisition  by  Federal 
agencies ; and 

(c)  $70,000  is  to  finance  the  Bureau  of  Outdoor  Recreation  expenses  in 
coordinating  and  administering  the  program, 

ASSISTANCE  TO  STATES,  .?10  MILLION 

A supplemental  appropriation  of  $10  million  is  requested  for  grants-in-aid  to 
States  under  this  new  program.  The.se  funds  will  be  used  to  pay  up  to  40  per- 
cent of  the  total  cost  of  planning,  acquisition,  or  development  projects  relating 
to  public  outdoor  recreation  facilities  which  are  undertaken  by  the  States.  In 
November  of  1964,  inquiry  was  made  of  all  of  the  States  requesting  information 
concerning  their  planned  participation  in  this  program  and  to  what  extent 
funds  would  be  available  to  finance  such  projects.  The  estimates  of  funds  re- 
ported by  the  States  to  be  available  for  these  purposes  was  well  in  excess  of  the 
$10  million  requested  herein.  Many  States  are  already  in  a position  to  begin 
participation,  and  most  of  the  others  are  planning  to  initiate  immediate  action 
so  that  they  will  be  eligible. 

FEDERAL  PROGRAM,  $5,930,000 

A supplemental  appropriation  of  $5,930,000  is  requested  to  provide  for  recrea- 
tion land  acquisition  by  the  Forest  Service  and  National  Park  Service. 

Forest  Service,  $750,000 

Tv’o  projects  are  involved  in  this  program  ; an  area  of  approximately  417 
acres  adjacent  to  Upper  Priest  Lake  in  northern  Idaho  which  will  cost  an  esti- 
mated $500,000  and  the  Seneca  Rocks-Spruce  Knob  area  in  West  Virginia  com- 
prising approximately  110  acres  which  will  cost  an  estimated  $250,000. 

Upper  Priest  Lake  in  northern  Idaho  is  a beautiful  mountain  lake  now  in  a 
near  natural  condition.  Most  of  the  approximately  10  miles  of  shoreline  is 
administered  by  either  the  Forest  Service  or  the  State  of  Idaho.  The  objective 
of  both  of  these  governmental  units  is  to  maintain  the  lake  in  its  present  natural 
condition.  Local  sportsmen  and  other  groups  and  State  and  county  officials 
desire  retention  and  preservation  of  the  natural  qualities  of  the  lake  for  public 
use  and  enjoyment.  There  are,  however,  four  private  ownerships  with  a com- 
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T>ined  lake  frontage  of  about  1%  miles  and  a total  area  of  some  417  acres.  These 
properties  have  attractive  sandy  beaches  and  would  be  much  in  demand  as  sites 
for  commercial  resorts  or  summer  residences.  Two  of  the  owners  of  the  private 
tracts  have  immediate  plans  to  subdivide  and  sell  their  properties.  If  the  areas 
are  developed  for  these  purposes  the  natural  character  of  the  lake  and  its 
desirability  for  public  recreation  purposes  will  be  greatly  decreased.  The  in- 
terested local  groups  and  agencies  urge  the  Forest  Service  to  acquire  and  manage 
all  four  of  the  privately  owned  tracts. 

Three  of  the  ownerships,  including  the  two  in  jeopardy  of  subdivision,  are 
outside  the  boundaries  of  the  Kaniksu  National  Forest.  This  does  not,  however, 
preclude  the  use  of  land  and  water  conservation  fund  money  for  their  purchase. 
The  proviso  of  section  6(a)(1)  of  Public  Law  88-578  that  permits  the  purchase 
of  500  acres  of  land  outside,  but  adjacent  to,  a national  forest  covers  this  situa- 
tion. It  was,  in  fact,  added  to  the  legislation  with  the  Upper  Priest  Lake  problem 
in  mind.  Availability  of  $500,000  in  fiscal  year  1965  would  make  it  possible  to 
proceed  with  the  acquisition  of  the  properties  where  immediate  subdivision  is 
in  prospect.  If  these  purchases  are  not  made  this  fiscal  year,  it  may  not  be 
feasible  to  acquire  the  tracts  at  a later  time  due  to  the  many  parcels  into  which 
they  might  be  divided  and  sold. 

Spruce  Knob  is  the  highest  point  in  West  Virginia.  Seneca  Rocks  is  a forma- 
tion of  hard  Tuscarora  quartzite  which  rises  1.000  feet  from  the  valley  of  the 
North  Fork  of  the  South  Branch  of  the  Potomac  River  in  West  Virginia.  The 
rocks  are  associated  with  certain  ceremonial  rites  of  the  Seneca  Indians  and 
were  used  for  training  mountain  troops  during  World  War  II.  This  is  an  area 
of  rimrocks  and  rock  spires  not  found  elsewhere  in  Eastern  United  States.  The 
scenic  qualities  are  such  that  broad  areas  qualify  for  public  ownership  and  use 
for  recreation  purposes.  The  rocks  are  within  the  Monongahela  National  Forest, 
but  Federal  ownership  is  badly  fragmented  and  particularly  lacking  along  the 
rivers  and  streams  and  public  highways.  The  recreational  advantages  of  the 
area  are  widely  recognized  and  choice  spots  are  being  purchased  by  hunting 
clubs. 

Two  tracts  totaling  110  acres  have  been  offered  to  the  Forest  Service  at  a price 
of  $2-50.000.  These  properties  clearly  qualify  as  lands  that  can  be  purchased 
with  land  and  water  conservation  fund  money.  Availability  of  this  amount  of 
money  in  fiscal  year  1965  would  permit  the  Forest  Service  to  acquire  the  lands 
while  they  are  currently  available  and  before  they  are  sold  into  private  owner- 
ships that  might  be  subdivided.  Purchase  at  this  time  will  most  certainly  reduce 
the  total  cost  of  acquiring  the  private  lands  needed  in  connection  with  the 
Seneca  Rocks-Spruce  Knob  Recreation  Area  project. 

"National  Park  Se7'rice,  $5,180,000 

The  Service’s  recommended  land  acquisition  program  for  the  latter  part  of  the 
1965  fiscal  year  for  financing  through  the  land  and  water  conservation  fund  in 
the  total  amoimt  of  $5,180,000  is  discussed  below  : 

The  following  requirements  are  for  recently  authorized  areas : 

Allegheny  Portage  Railroad  National  Historic  Site  and  .Johnstown 


Flood  National  Memorial,  Pa $125,  000 

Fire  Island  National  Seashore,  N.Y 1,  000,  000 

Fort  Bowie  National  Historic  Site,  Ariz 20,  250 

Fort  Lamed  National  Historic  Site,  Kans 125,  000 

John  Muir  National  Historic  Site,  Calif 169,  000 

Ozark  National  Scenic  Riverways,  Mo 500,  000 


Subtotal 1,  939,  2-50 

For  deficiency  payment  in  condemnation  judgment  to  be  satisfied  for 
imposing  a scenic  easement,  George  Washington  Memorial  l‘ark- 

way,  Va 270,  000 

Inholdings  in  40  park  areas 2,  970,  7.50 


Grand  total $5, 180,  000 

Privately  owned  and  State  owned  lands  within  the  authorized  areas  of  the 
National  Park  System  constitute  a major  problem  in  the  management,  protec- 
tion, maintenance,  operation,  and  development  of  the  individual  areas  in  which 
they  lie.  Of  the  total  of  approximately  26,850,000  authorized  acres  in  the  Sys- 
tem, including  13  recently  authorized  areas,  about  715,000  were  privately  or 
State  owned  as  of  October  15,  1964.  Until  the  inholdings  are  acquired  by  the 
United  iStates  some  of  the  consequences  which  must  be  endured  are — 
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1.  Private  development  and  operation  of  facilities  within  the  parks  and 
monuments  over  which  there  is  no  public  control  but  which  owe  their  profit- 
making capacity  to  park  visitors. 

2.  Cutting  of  timber  with  consequent  scars  and  impairment  of  park 
scenery. 

3.  Operation  of  undesirable  establishments  or  activities. 

4.  Creation  of  real  estate  subdivisions. 

5.  Conduct  of  land-scarring  mining  operations  and,  after  the  cessation  of 
mining,  the  existence  of  mining  debris  and  of  deteriorating  structures. 

6.  Costly  delays  in  needed  development  or  greater  expense  because  of  the 
necessity  of  going  around  private  lands  or  establishing  public  developments 
in  less  desirable  locations. 

7.  Construction  of  commercial  and  other  structures  on  lands  whose  acqui- 
sition thereafter  becomes  more  expensive. 

8.  Adverse  impact  of  wildlife  and  habitat  ecology. 

The  funds  requested  are  needed  prior  to  the  1966  fiscal  year  for  land  acquisi- 
tion items  as  follows : 

Allegheny  Portage  Railroad  Rational  Historic  Site  and  Johnstown  Flood  Na- 
tional Memorial,  Pa.,  $125,000.— Puhlic  Law  88-546,  approved  August  31,  1964, 
authorized  the  establishment  of  both  areas  and  the  appropriation  of  not  more 
than  $2  million  for  land  acquisition  and  development.  The  amount  of  $445,000 
is  the  total  estimated  cost  of  the  land  to  be  acquired  in  the  two  projects.  The 
requested  amount  of  $125,000  will  initiate  the  projects  with  the  obtaining  of  land 
surveys,  appraisals,  and  title  evidence,  with  commencement  of  negotiations  for 
high  priority  lands.  It  is  contemplated  that  the  preliminary  work,  which  should 
be  undertaken  at  an  early  date,  will  provide  data  to  support  a program  in  the 
total  amount  of  $445,000.  An  amount  of  $320,000  is  being  included  in  the  1966 
fiscal  year  budget. 

Fire  Island  National  Seashore,  N.Y.,  $1  million. — Public  Law  88-587,  approved 
September  11,  1964,  authorized  the  establishment  of  the  area  and  the  appropria- 
tion of  not  to  exceed  $16  million  for  land  acquisition.  The  amount  of  $1,100,000 
which  was  provided  in  a 1965  fiscal  year  supplemental  appropriation  has  been 
utilized  to  initiate  the  land  acquisition  program.  An  amount  of  $4  million  is 
being  included  in  the  1966  fiscal  year  budget.  It  is  contemplated  that  surveys, 
appraisals,  and  title  evidence  being  obtained  will  support  an  accelerated  land 
acquisition  program  in  the  amount  of  the  total  sums  available  and  being  re- 
quested for  1965  and  1966  fiscal  years.  The  amount  of  $1  million  requested  in 
the  estimate  is  needed  to  supplement  and  accelerate  the  land  acquisition  pro- 
gram now  underway. 

Fort  Bowie  National  Historie  Site,  Ariz.,  $20,250. — Public  Law  88-510,  ap- 
proved August  30,  1964,  authorized  the  establishment  of  the  area  and  the  appro- 
priation of  not  to  exceed  $550,000  for  land  acquisition  and  development.  The 
land  acquisition  should  be  undertaken  soon,  and  the  amount  of  $20,250  is  the 
estimated  cost  of  the  land  and  incidental  acquisition  expenses. 

Fort  Lamed  National  Historic  Site,  Kans.,  $125,000. — Public  Law  88-541,  ap- 
proved August  31,  1964,  authorized  the  establishment  of  the  area  and  the  appro- 
priation of  not  more  than  $1,273,000  for  land  acquisition  and  development  costs. 
The  amount  of  $454,000  is  the  estimated  cost  of  the  land  to  be  acquired.  The 
amount  of  $125,000  is  needed  at  an  early  date  to  provide  for  land  surveys,  title 
evidence,  and  appraisals,  and  funds  to  support  initial  negotiations  for  purchasing 
lands.  An  amount  of  $329,000  is  being  included  in  the  1966  fiscal  year  budget. 
An  accelerated  land  acquisition  program  supi>orted  by  the  preliminary  studies  is 
planned.  This  1965  fiscal  year  supplemental  estimate  of  $125,000  together  with 
the  amount  of  $329,000  included  in  the  1966  fiscal  year  budget,  will  provide  a total 
of  $454,000,  which  is  the  estimated  cost  of  the  lands  proposed  to  be  purchased. 

John  Muir  National  Historic  Site,  Calif.,  $169,000. — Public  Law  88-547,  ap- 
proved August  31,  1964,  authorized  the  establishment  of  this  area  and  the  ap- 
propriation of  not  more  tahn  $300,000  for  land  acquisition  and  the  restoration 
of  buildings  thereon.  The  land  acquisition  should  be  undertaken  soon.  The 
amount  of  $169,000  is  the  estimated  cost  of  the  land  to  be  acquired  and  incidental 
land  acquisition  expenses. 

Ozark  National  Scenic  Riverways,  Mo.,  $500,000. — Public  Law  88-492,  approved 
August  27,  1964,  authorized  the  establishment  of  this  area  and  the  appropriation 
of  not  more  than  $7  million  for  land  acquisition.  The  amount  of  $500,000  re- 
quested in  the  estimate  is  needed  as  soon  as  possible  to  initiate  the  project  by 
obtaining  land  surveys,  title  evidence,  and  appraisals,  and  the  commencement 
of  negotiations  for  high  priority  lands.  An  amount  of  $4  million  is  being  in- 
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eluded  in  the  1966  fiscal  year  estimate.  The  preliminary  data  will  expedite 
negotiations  of  land  purchased  within  the  limits  of  the  total  amount  of  funds 
being  requested  for  the  1965  and  1966  fiscal  years. 

Scenic  easement  for  ivMch  satisfaction  of  a judgment  in  condemnation  pro- 
ceedings is  pending,  George  Washington  Memorial  Parkway,  Va.,  $270,000. — A 
scenic  easement  was  imposed  through  a judicial  action,  civil  No.  3134-M,  with 
declaration  of  taking  filed  November  15,  1963,  instituted  with  deposit  in  court 
of  $500,000,  to  halt  timber  felling  and  earth-scarring  activities  for  the  erection  of 
a high-rise  apartment  along  the  scenic  parkway.  A judgment  entered  September 
24,  1964,  awarded  the  former  owners  $744,500.  A deficiency  of  $244,500  is  draw- 
ing interest  at  6 percent  a year  which  computes  to  $1,222.50  a month  and 
$14,670  a year.  The  amount  of  $500,000  deposited  in  the  court  was  made  avail- 
able from  funds  appropriated  for  acquisition  of  inholdings  and  extensions  of 
boundaries  in  existing  parks.  These  funds  are  now  exhausted.  This  request  is 
predicated  on  the  assumption  the  award  will  be  confirmed  and  interest  will  run 
approximately  a year  and  9 months. 

Inholdings  in  JfO  park  areas.  $2,970,750. — The  value  of  privately  and  State- 
owned  lands  within  the  authorized  boundaries  of  the  parks  (not  including  the 
recently  authorized  projects  discussed  in  the  foregoing)  is  now  estimated  at 
$125  million.  The  Service’s  request  for  funds  in  the  1966  fiscal  year  budget 
for  acquisition  of  inholdings  totals  $10,632,000.  However,  the  acquisition  of 
certain  significant  and  needed  lands  should  be  expedited  to  forestall  adverse 
and  nonconforming  uses  of  inholdings  and  to  meet  the  needs  of  the  ever-increas- 
ing numbers  of  visitors  in  all  park  areas.  The  present-day  upward  trend  in 
realty  values  shows  no  indication  of  abatement.  These  inholdings,  enhanced 
and  protected  by  surrounding  U.S.  lands,  are  increasing  in  value  to  a greater 
extent  than  similar  nearby  lands  outside  park  areas.  Accordingly,  ithe  inhold- 
ings should  be  acquired  as  soon  as  possbile  in  the  interests  of  economy. 

The  following  is  a listing  of  the  park  areas  containing  high-priority  inhold- 
ings (exclusive  of  those  discussed  elsewhere  in  this  estimate)  in  which  land 
acquisition  is  planned  in  the  latter  part  of  the  1965  fiscal  year  with  the  funds 
requested  herein : 

Inholdings 


Badlands  National  Monument,  S.  Dak $46,  000 

Big  Bend  National  Park,  Tex 4,  000 

Big  Hole  National  Battlefield,  Mont 20,000 

Black  Canyon  of  the  Gunnison  National  Monument,  Colo 3,  810 

Blue  Ridge  Parkway,  Va 24,  000 

Cape  Hatteras  National  Seashore,  N.C 162, 000 

Capitol  Reef  National  Monument,  Utah 35,  000 

Capulin  Mountain  National  Monument,  N.  Mex 1,  800 

Castillo  de  San  Marcos  National  Monument,  Fla 25,  000 

Chiricahua  National  Monument,  Ariz 115,  000 

Colonial  National  Historical  Park,  Va 95,  000 

Cumberland  Gap  National  Historical  Park,  Tenn 8,  000 

Devils  Tower  National  Monument,  Wyo 40,  000 

Dinosaur  National  Monument,  Utah-Colo 151, 800 

Effigy  Mounds  National  Monument,  Iowa 885 

Fort  Laramie  National  Historic  Site.  Wyo 5.5, 100 

Fort  Necessity  National  Battlefield,  Pa 61,  500 

Glacier  Bay  National  Monument,  Alaska 15,  000 

Glacier  National  Park,  Mont 144,  000 

Grand  Portage  National  Monument,  Minn 9.  400 

Grand  Teton  National  Park,  Wyo 55,  000 

Great  Sand  Dunes  National  Monument.  Colo 43,  000 

Great  Smoky  Mountains  National  Park,  Tenn.-N.C 134,  852 

Independence  National  Historical  Park,  Pa 2CK),  000 

Kings  Canyon  National  Park,  Calif 12,  500 

Lassen  Volcanic  National  Park,  Calif 2.3,  240 

Mesa  Verde  National  Park,  Colo 94,  000 

Mount  Rainier  National  Park,  Wash 5,  WO 

Natchez  Trace  Parkway,  Miss 8,  500 

Organ  Pipe  Cactus  National  Monument,  Ariz 22,  000 

Pinnacles  National  Monument,  Calif 22,  000 

Rocky  Mountain  National  Park,  Colo 10-5.  64.3 
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Inholding  s — Continued 


Saguaro  National  Monument,  Ariz $35,  320 

^^lem  Maritime  National  Historic  Site,  Mass 17,  000 

;^ptts  Bluff  National  Monument,  Nebr 262,  200 

:Sequoia  National  Park,  Calif 48,  200 

"Theo4ore  Roosevelt  National  Memorial  Park,  N.  Dak 2,  500 

Vicksburg  National  Military  Park,  Miss 545,  600 

Tosemite  National  Park,  Calif 197,  500 

:Zion  National  Park,  Utah 119,400 


Total,  inboldings 2, 970,  750 


ADMINISTRATI^^E  EXPENSES,  $7  0,000 

A supplemental  appropriation  of  $70,000  is  requested  to  provide  for  salaries 
;and  expenses  of  additional  employment  by  the  Bureau  of  Outdoor  Recreation  to 
coordinate  and  administer  this  program. 

Much  preliminary  work  and  planning  had  to  be  done  immediately  after  the 
passage  of  the  act  in  September  of  1964,  in  order  to  administer  effectively  this 
program.  In  view  ,of  the  impressive  response  by  the  States  to  participate  in  this 
program,  much  more  work  will  be  required  this  fiscal  year  to  implement  fully 
the  provisions  and  purposes  of  the  act. 

Action  will  be  taken  to  apportion  and  allot  to  the  several  States  such  money 
as  is  appropriated  for  State  purposes,  taking  into  consideration,  among  other 
things,  the  population  of  each  State,  use  of  the  States  recreational  facilities  by 
persons  outside  of  the  State,  and  the  Federal  land  and  water  resource  programs 
presently  therein. 

Projects  prepared  by  the  States  for  partial  financing  from  the  fund  will  have, 
to  be  reviewed  and  passed  upon  to  determine  whether  they  are  eligible  for  finan- 
cial assistance.  If  projects  are  eligible,  it  will  also  be  necessary  to  determine 
whether  the  Sfates  have  adequate  authority  and  capability  for  completing  the 
projects. 

Contracts  will  be  drawn  for  approved  projects  stipulating  the  conditions  under 
which  the  grants-in-aid  will  be  furnished,  and  such  projects  and  terms  as  agreed 
upon  must  thereafter  be  periodically  reviewed  for  compliance  and  status  of 
progress. 

In  addition  to  the  work  necessfiry  to  carry  out  the  program,  other  personnel 
'Will  be  required  to  perform  fiscal,  personnel,  and  management  operation  functions 
f o support  the  program  personnel. 
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Consolidated  schedules  of  personnel  compensation  paid  from  funds  available  to  the 
Bureau  of  Outdoor  Recreation — Detail  of  personnel  compensation 


1965  presently 
available 

1965  revised 
estimate 

1965  increase 

Num- 

ber 

Total 

salary 

Num- 

ber 

Total 

salary 

Num- 

ber 

Total 

salary 

Grades  and  ranges: 

GS-14,  $14,170  to  $18,580: 

Assistant  regional  director.  

Recreation  resource  specialist 

GS-13,  $12,075  to  $15,855 

GS-12,  $10,250  to  $13,445 

GS-11,  $8,650  to  $11,305 

GS-9,  $7,220  to  $9,425 

GS-7,  $6,050  to  $7,850 

GS-6,  $5,505  to  $7,170 

GS-5,  $5,000  to  $6,485 

GS-4,  $4,480  to  $5,830 

GS-3,  $4,005  to  $5,220 

All  other  positions  and  grades 

Total  permanent 

8.0 

7.0 

37.0 

31.0 

32.0 

25.0 

19.0 

18.0 
20.0 

19.0 

4.0 

39.0 

259.0 

$121, 690 
106, 540 
476,  555 
338, 935 
291, 775 
187,  975 
122, 150 
109, 635 
106, 930 
87, 670 
16,  560 
584,  075 

12.0 

9.0 

43.0 

38.0 

36.0 

30.0 

22.0 
21.0 
26.0 
22.0 

6.0 
39.0 

$178, 370 
134, 880 
549, 005 
410, 685 
326, 375 

224. 075 
140, 300 
126, 150 
136,  930 
101, 110 

24,  570 

584. 075 

+4 

+2 

-b6 

+1 

-1-4 

-f5 

+3 

-1-3 

-f6 

-1-3 

-1-2 

-l-$56, 680 
+28,340 
+72, 450 
+71,  750 
+34, 600 
+36, 100 
+18, 150 
+16,515 
+30, 000 
+13,440 
+8, 010 

2, 550,490 
9, 273 
-219, 360 

-1,100 

304.0 

2, 936, 525 
10, 638 
-566, 760 

-1,100 

-1-45 

+386, 035 
+1,365 
—347, 400 

Pay  above  the  stated  annual  rate 

Lapses  

-25.1 

-65.1 

-40 

Net  savings  due  to  lower  pay  scales  for  part  of 
the  year 

Net  permanent  (average  number,  net 

salary)..  

Positions  other  than  permanent:  Temporary 
employment  . 

233.9 

2,339,303 
12, 000 
11,000 

238.9 

2,380,403 
12,000 
11,  000 

-f5 

+40,000 

Other  personnel  compensation:  Overtime  and 
holiday  pay 

Total  personnel  compensation 

2,362,303 

2,403,403 

+40, 000 

ASSISTANCE  TO  STATES 

Mr.  Denton.  You  are  requesting  $10  million  for  assistance  to  States. 
Wliat  are  the  States  involved  and  how  much  will  be  allotted  to  each 
State  ? 

Mr.  Crafts.  We  are  requesting  $10  million.  The  final  plans  and 
commitments ^re  not  consummated  with  the  States.  As  I said,  we  ex- 
pect to  have  the  State  plans  before  June  for  about  half  of  the  States. 
The  States  will  be  asking  money  to  assist  them  in  completing  the  plan, 
which  is  within  the  framework  of  the  statute  and  where  the  plans  are 
aiiproved,  they  may  seek  actual  project  proposals. 

I do  have  an  estimate  from  the  States  hei’c  that  they  expect  to  have 
available  between  January  1 and  June  30,  1965,  for  State  matching 
pur])oses,  about  $120  million,  which  is  in  excess  of  what  we  propose  to 
match. 


BASIS  OF  ESTIMATE 

Mr.  Denton.  What  is  the  basis  for  the  estimate  of  $16  million. 
How  much  do  you  have  in  that  fund  today  ? 

Mr.  CP..VFTS.  M^e  expect  to  have  in  the  fund,  by  the  end  of  June, 
about  $1:5  million. 

hat  we  have  in  the  fund  today,  I can't  tell  you,  except  in  this  re- 
gard: I think  we  have  about  $3  million — I think  about  $3  million 
that  has  come  in  from  the  boat  tax.  We  haven’t  received  a report, 
although  one  has  been  requested,  on  the  sale  of  surplus  property.  And 
the  fees  will  start  to  go  in  April  1.  So  we  still  think  that  we  will  have 
in  considerably  more  than  this  $3  million  in  the  supplemental. 
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Mr.  Dentok.  'Well,  you  probably  won’t  have  the  money  until  June. 
That  is  just  a 30-day  wait. 

Mr.  Crafts.  You  can  always  say  that  about  any  supplemental,  IVIr. 
Denton.  I think  the  view  is  that  this  act  in  the  very  first  two  lines 
said  it  was  to  become  effective  January  1,  1965.  I think  our  estimates 
are  realistic  of  what  may  be  in  the  fund.  The  States  have  said  that 
they  need  the  matching  money.  The  Federal  agencies,  particularly 
the  Park  Service,  has  certainly  considered  it  of  high  priority.  There- 
fore, we  think  we  ought  to  get  going.  I think  that  is  the  answer.  Yow, 
if  Congress  in  its  wisdom  elects  to  deny  a supplemental,  I think  then 
we  may  ask  for  some  reprograming  authority  to  move  these  high  pri- 
ority items,  which  are  proposed  in  the  supplemental,  over  into  the  1966 
budget,  where  they  don’t  now  occur. 

Mr.  Denton.  Of  course,  that  $10  million  you  allot  to  the  States, 
that  is  60  percent,  in  round  numbers,  of  the  $16  million  ? 

Mr.  Crafts.  Koughly,  that  is  correct. 

Mr.  Denton.  You  can’t  appropriate  money  unless  it  is  in  that  fund 
and  it  is  not  in  that  fund  right  now.  You  only  have  $3  million  in  the 
fund  right  now. 

Mr.  Crafts.  Here  again  the  budget  language,  as  I understand  it, 
makes  this  money  available  as  it  enters  the  fund.  This  is  my  under- 
standing of  the  way  the  language  is  drafted  for  the  appropriation  act. 
So,  as  the  money  comes  into  the  fund,  and  if  you  act  favorably  on 
this  request,  it  then  becomes  available. 

UPPER  PRIEST  LAKE,  IDAHO 

Mr.  Denton.  You  are  requesting  $750,000  for  land  acquisition  by 
the  Forest  Service.  The  first  project  involves  about  417  acres  adja- 
cent to  upper  Priest  Lake  in  northern  Idaho,  at  an  estimated  cost  of 
$500,000.  This  is  in  excess  of  $1,000  an  acre.  What  makes  this  land 
so  valuable? 

Mr.  Nelson.  The  upper  Priest  Lake  is  an  undeveloped  lake  above 
the  main  Priest  Lake.  The  main  or  lower  Priest  Lake  is  a highly  de- 
veloped lake.  The  upper  Priest  Lake  has  only  five  pieces  of  private 
land  on  it.  Two  of  the  owners  have  plans  for  subdividing  their  prop- 
erty and  are  proposing  to  sell  it  in  small  parcels  for  development. 
The  large  one  has  already  been  subdivided.  He  has,  however,  agreed 
with  the  National  Conservancy  avIio  made  a loan  on  it,  to  hold  off  the 
actual  selling  of  the  subdivision  until  June  1,  1965.  That  is  why  we 
hai^e  this  request  in  the  supplemental.  WY  need  to  act  before  the 
next  fiscal  year. 

The  reason  for  the  high  price  of  land  is,  it  is  lakeshore  property. 
It  is  suitable  for  subdividing  and  selling  in  small  lots  at  tremendously 
high  prices.  This  is  already  illustrated  and  demonstrated  by  prices 
of  property  on  the  lower  Priest  Lake.  WY  hai^e  gone  into  this  one 
with  an  appraisal  and  we  know  our  estimates  are  within  reason. 

In  fact,  some  oAvner  v/ants  a higher  price  than  we  haA^e  indicated 
and  we  may  have  to  condemn  some  of  the  property  and  let  the  court 
set  the  fair  price. 

Mr.  Denton.  What  improvement  is  on  this  acreage? 

Mr.  Nelson.  There  are  no  improvements  except  one  old  building 
on  one  property,  I believe. 
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Mr.  Denton.  You  say  this  property  has  been  subdivided  and  the 
reason  you  want  to  buy  it  right  now  is  because  the  owner  will  wait 
until  June.  But  you  can’t  agree  with  him  on  the  price,  you  may  have 
to  condemn  it  anyhow. 

Mr.  Nelson.  Yes,  that  is  right. 

Mr.  Denton.  There  are  three  other  owners  of  property  there;  is 
that  right  ? 

Mr.  Nelson.  Yes. 

Mr.  Denton.  Is  that  available  for  purchase  ? 

Mr.  Nelson.  There  are  actually  five  owners.  Three  of  them,  we 
feel,  are  available  for  purchase.  One  has  subdivided  his  property ; he 
hasn’t  actually  surveyed  it  on  the  ground  and  staked  it.  We  may  have 
some  trouble  with  him  in  agreeing  at  fair  market  value.  The  rest  of 
the  land  around  this  lake  is  owned  by  the  Forest  Service  or  the  State 
of  Idaho,  and  there  is  a tremendous  amount  of  pressure  in  that  part 
of  Idaho  to  keep  this  lake  in  a wilderness  state  by  having  all  land  on 
its  shores  in  public  ownership. 

Mr.  Denton.  You  said  there  were  four  people  who  had  property  on 
the  lake,  private  individuals  ? 

Mr.  Nelson.  Well,  there  are  actually  five. 

Mr.  Denton.  There  are  five.  And  the  one  has  the  property  sub- 
divided, which  you  spoke  about.  Now,  are  the  other  four  willing  to 
sell? 

Mr.  Nelson.  I think  three  out  of  five  are  willing  to  sell  the  prop- 
erty. 

Mr.  Denton.  What  about  the  fifth  one  ? 

Mr.  Nelson.  It  will  be  a little  more  difficult  with  him.  We  might 
have  to  condemn  that,  too.  We  might  have  to  use  condemnation  in 
order  to  treat  all  property  owners  fairly,  too,  if  some  of  them  try  to 
hold  us  up.  We  would  pay  fair  market  value  but  not  more. 

SENECA  ROCKS SPRUCE  KNOB  AREA,  W.  VA. 

Mr.  Denton.  All  right.  The  second  project  is  Seneca  Bocks — 
Spruce  Knob  area  in  West  Virginia,  comprising  approximately  110 
acres  which  will  cost  an  estimated  $250,000.  What  is  the  cost  per  acre 
of  this  land  ? 

Mr.  Nelson.  That  is  a little  over  $2,000  an  acre.  Here  is  a picture 
of  Seneca  Bock.  For  the  actual  rock  area  you  and  I,  Mr.  Denton, 
wouldn’t  pay  anything  for  it,  I guess.  But  people  are  willing  to  pay 
high  values  for  such  areas  and  the  land  aromid  the  bottom  of  the  rocks 
is  flat  and  suitable  for  development.  The  people  that  own  it  have  in- 
dicated they  want  to  sell  it  and  are  going  to  sell  it,  and  some  of  it  can 
be  subdivided.  Now,  Seneca  Bock  is  an  old  ritual  area  of  the  Seneca 
Indians.  It  was  used  during  the  war  for  training  of  mountain  troops. 
It  is  the  highest  spire  of  rocks  of  this  type  coming  up  from  a level  floor 
in  the  Eastern  United  States. 

That  is  an  exceedingly  high  price  to  pay  per  acre,  we  admit,  but  it 
is  going  to  get  more  expensive,  not  less.  Seneca  Bocks  is  one  of  the  two 
outstanding  features  in  the  proposed  Seneca  Bock-Spruce  Knob  Becre- 
ation  Area,  for  which  there  is  a bill  in  Congress.  The  President  has 
indicated  that  is  one  of  the  bills  he  would  like  to  have  passed. 

Mr.  Denton.  Who  owns  that  land  ? 
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Mr.  Nelsox.  This  is  owned  by  three  or  four  private  owners  at  the 
present  time. 

Mr.  Dextox.  Is  it  a mountain  or  a hill  ? 

Mr.  Nelsox.  Well,  it  is  a spire,  and  there  are  many  people  who 
would  consider  that  it  is  a natural  cathedral. 

Mr.  Dextox.  You  couldn’t  grow  anything  on  there  ? 

Mr.  Nelsox.  You  certainly  couldn’t. 

Mr.  Dextox.  Do  trees  grow  there  ? 

Mr.  Xelsox.  There  are  some  trees  on  it,  especially  on  the  lower 
slopes. 

Mr.  Dextox.  I don’t  undei*stand  why  it  is  so  valuable. 

]\Ir.  Yelsox.  It  is  that  valuable,  because  there  is  nothing  else  like  it. 

Mr.  Dextox.  Is  there  any  local  movement  to  try  to  help  you  buy  it 
at  a reasonable  price  ? 

Mr.  Yelsox.  I don’t  know  just  how  to  answer  that.  The  local  peo- 
ple and  Senator  Byrd,  for  example,  have  proposed  this  area  as  a na- 
tional recreation  area,  and  this  is  one  of  the  key  properties  and  there  is 
no  doubt  it  is  one  of  the  more  expensive  properties  we  would  have  to 
buy  in  relation  to  the  whole  recreation  complex,  if  it  is  approved  and 
set  up. 

The  price,  incidentally,  seems  to  be  going  up,  rather  than  down.  I 
talked  to  the  regional  forester  yesterday  and  one  of  the  owners  of  40 
acres  of  it  seems  to  think  he  wants  $10,000  more  than  he  wanted  a 
month  ago. 

Mr.  Dextox.  I don’t  know  how  you  would  appraise  the  price  of  it, 
because  there  is  nothing  like  it  in  the  country,  commensurate  with  it. 

Mr.  Yelsox.  That  makes  a difficult  appraisal  problem,  although 
there  are  some  appraisal  techniques  to  use  besides  comparable  land 
values,  which  is  the  usual  technique. 

EIRE  ISLAXD  XATIOXAL  SEASHORE,  X.Y. 

Mr.  Dextox.  You  are  requesting  $5,180,000  for  land  acquisition  by 
the  Yational  Park  Service.  What  does  the  $1  million  which  you  have 
budgeted  for  Fire  Island  Yational  Seashore,  Y.Y.,  cover? 

Mr.  Lee.  We  had  $1,100,000  to  start  the  program  and  to  handle  cer- 
tain emergency  acquisitions  that  were  about  to  option. 

Mr.  Dextox.  While  you  are  on  that,  what  is  the  status  of  the  $1,- 
100,000  appropriated  in  the  1965  supplemental  last  year  ? 

Mr.  Lee.  We  are  about  ready  to  option  those  properties  there.  We 
have  two  or  three  large  negotiations  going  now  and  I am  sure  they 
will  jell  into  contracts  in  the  next  month  or  two. 

Mr.  Dextox.  Have  you  expended  all  of  the  funds  for  this  acquisi- 
tion ? 

Mr.  Lee.  Yot  yet,  but  we  are  holding  these  for  the  necessary  con- 
tracts. 

Mr.  Dextox.  You  have  options  ? 

Mr.  Lee.  We  are  about  at  the  option  stage  and  we  are  deferring 
filing  two  condemnation  suits  at  the  request  of  the  owners  while  the 
negotiations  are  completed. 

Mr.  Dextox.  Yow,  let’s  take  the  $1  million  you  are  asking  in  this 
budget.  What  is  that  for  ? 

Mr.  Lee.  That  also,  Mr.  Chairman,  is  money  we  need,  so  to  speak,  to 
put  out  the  fires  there,  where  there  is  a threat  of  immediate  develop- 


590 


ment,  and  we  know  we  need  this  additional  million  dollars  to  take  care 
of  these  cases  that  are  arising  and  are  imminent. 

Mr.  Denton.  What  is  the  emergency  of  this?  You  haven’t  even 
expended  the  $1.1  million. 

Mr.  Lee.  We  have,  as  I explained,  the  full  amount  under  commit- 
ment or  negotiations  now  pending.  We  need  another  million  dollars 
to  take  care  of  additional  developments  in  two  or  three  spots  on  Fire 
Island  where  the  same  thing  is  breaking  loose.  With  the  advent  of 
the  good  weather,  the  developers  and  builders  will  be  in  there  and  we 
will  have  this  prolDlem. 

Mr.  Denton.  Of  the  $1.1  million  in  last  year’s  supplemental,  you 
haven’t  expended  anything  ? 

Mr.  Lee.  Oh,  yes;  we  have.  Under  the  title  insurance  contract, 
we  have  a commitment  of  $175,000  there,  to  cover  that  contract.  We 
have  two  negotiations  now  that  will  run  in  the  neighborhood  of  a mil- 
lion dollars,  and  I expect  those  options  to  be  entered  into  within  the 
next  2 weeks,  or  we  will  have  suite  filed  on  at  least  one  of  those  prop- 
erties. I think  one  of  the  properties  very  clearly  will  be  negotiated 
out. 

REAL  PROPERTY  FISCAL  DATA 

Mr.  Denton.  Please  insert  in  the  record  at  this  point  for  each  of  the 
items  listed  on  page  3 of  the  justifications,  other  than  the  inholdings, 
a tabulation  showing  the  total  cost  of  the  land  to  be  purchased  for  each 
of  the  projects;  appropriations  to  date  for  each  of  the  projects,  if 
any;  and  the  balance  of  funds  needed  to  complete  the  project. 

(The  infoiTnation  follows :) 


591 


Q 

P 

ptH 

o 

> 

H 

02 

Iz: 

o 

O 

P3 


<1 

Q 

Z 

*< 

0 

<1 


592 


o9S 


•®OT3jVto  ifcLSS 


£o3c3c!>-3  5^, 

®i|l-<s  -sS“  .s 


o^ 

CS 

Sq 


P c? 

U 

'o 


^sS-S  .^22 o’ 

c-3  S“.S^'S. 


^ o 3 i.rt 

w=®.  “ > C 

72  2 =3 

ccg—  a)  C 

^ O C-^  ^ 

c c 
p 


..Se  ® 
:)  ^ 
3o  a§ 

2 o>  >5 

3 P,0  ‘-S 


^ (S  &^/=-  © ® 
-{ »o  ^ ' 


-S“2§>s 

^ cS  S 
o SS -Og 

iiaiss 

.2  CS-^ 

'O'CH^  o-g 

C CI4  ^ (Q 


•5:0  ® “ 


S5-a 
® ^1 
fe  t3  ® 

Si® 

- tJDtS 


O ® 
a X) 


•-is  fcC 

>^.S 

C3  ® ® 


O ^ 


■ CO  03  P, 
® ® JO  r 

>1-  > 

® o ' 


i >.  g 2 ° 


b'gS  ® 
'go  ®??® 
S5 

o2 

a,  ^ ® > 

^ tS  o 'O 

■ c/TS*'S£ 

0'S  ^p3o 

50  ® §■§ 


C^go^P 

Sl^ss 

®-t^— 'B  tjc 

> 2 o®.S 


P'S  CO  § 
O 

B 


© 


iS^'iilsif 

..§tii2-§-g2^ 

'o3~  ® ?2oB< 

&s  ® 


2§'S|®a5‘i|si 

:-fc,  w-  ® £ o £h 


w 

^goQ3 

■ 2§ 

S'© 


^2^.5; 

o otf 


3 S 

fes  B 

— 3 ' 2 

P ofi-tH 

i « o £'3 


s-craB 

-H  © c3  cC  (»  O 
■•  • “ t>  —••■•=  O 

Cl  2 ^ M j=  ° 

o’g^^PS 


ao" 

ss 

'O  o 

gs 

:^u 

. ®i2 


W c>  pp  W 

• • Vn  ® ^ 

W O 'T-5 

>1  C3 

1^2 


3 H t-  ' ® T3  B 2 
5;_55®='co'03  ® OJ33 


3 g Bfe 

..^  A ® 

OOcoP-l 


’ © 


O 


C g E o g 

3^'b  a® 

|oS^§|§|^i!||l 

-CSOcod 

'^-§'£-3  >.2'o  g;.52-B|  p-g  £'3’§ 


C3  Tj<  — 

CJ  io2 

53=Ssi5:^r.i 

5 


p .Isifil"!!: 

r'  0-CW2  co'Boo  g-^^n 


O Ii 


3 O © C3 
.©.«;— ^ C3  M 

=8J-|||||»&^2|-S||^»=.» 

^00  C S C3  ••^  03  • (^  r/H 

l^gio'^^co 

2-S3 

?,3B.§  3^2.2211' 

© '^XS.-'-'  5f  c3 


5 3-S3->^ 

® 0 r—  03 

© g § 

SS'BSsi 


go-S-Sa  ® “ -=^ 


03  ^ • 

'gg§ 

H-O  g 


’ W 


O © 3 B 


.bics  S§2g=  >.11 
£ .5  P" aP  B 


; a ® 


t3  © 

3_ 
to  a 


its 

I 
- © 
tJH  o 


.s  § s 
•i^ll'2 


2 2 >» 

— J3  o 

-u  > 


“B 

_ ^ . 5 CO 

S'^E£;235'g|  ®g 

5 S (•'i  3SK  ^ ^ 


> B c 2 o “S'! .2 


0 

B^' 

aP 


^ ^ w.  S 2-  • 

lG303t-Hc3CC©Of^ 

-CS*^'^rw  C5*C>SC3  . 

-.^0<N2'^C^O*XS  T3 

■ " :§ss6|gfe8 


> ^ t/i 

> CO  G3  ^ i~< 

1 ® CO  o 35 

! © 2'g  c^ 

>5ll| 

!^i§©gl'B.2i|s|S|-aZ> 

:c2cog^=®c3©;^^2?®2.22p3 
5'E  A As  © ® ® ©’|‘•2.-  © ® o g^.s 
: gcgo^' cx:  ° 

llsl  Iso’S  ..2!^-S'S«-S-^« 


BS  2 2 g-c. 
.£|PP5  2'!® 
CO  a 3 


CS  f> 
f-  C3; 

O ■ 


B-c'i  cB" 3 =p  2p 

© -S  fe  © .2  £ S o 

®£Sg3l2Sg|^.- 

a I 

2^5  > SC'S  2*0 .i  ® " 


3 


aS: 

© 


© Cm 


© ®’ 

9^ 


® © 

_'£a  0'S  -3p  „ 

^Z  aS  g-s''B  g5®'=©®®a®2 

2 B P 2 2 bt**  ®-2^>w-gcog3g3ji! 

gg  ciS  ?§;i  §!|l€l”  I IIS  s|  1 1| 

o.^-c*^  ® 22  ao"^  — -3  B © ® 2 © 2“.S  c -- 

S3-^b3  0o||§8-gBg«ppp^gop^gg' 


■ « cS 


£3  Sw  2 
:E  “ ®r..-:n 

’l| 

5 •'3. 


I Soo  ISs  §s  ® °"  © b $ ^ 2 ® 0^2  "o-B5  cP 
■c  B-"  ® g§  A®  |55  S 3 I o 2p  cE  £ gg 

3 r~  fl-,  O 3 3.  ®^-C  c3cO 


c3  3.C 


-r-'P'-  © CO  p ©^-53.0  =3-3  " 3 ®-S^  3.3'^ 

i--  Se  P'S  o ^ >35  B 5 S' 


E 2i.E  ©'S 


>>C  f'**©  ©fa  ®o 

— I »•— -i_s  lE  ^ 


2-32® 

£®  I® 


o-g .§  co'^BB'c^  al 

5S2‘^'*^-2S®^o®®'^fe 


2b.§b|^2^^2: 


^IliffiliJ^ 

rg£2S2 

■ 3 *>  CO 

; >.  • 


) c5 


> o © -3 

® o 

^ 3 m2  a>, 

^•2§g2S 


£/a  ^ ^ ^ . _ 

0.2  ^ 3 >-  ^®  0'S  ® 

jil9iiiipiiiilPi|li^i = o-  ,g 

'J  lillr:ilil  |5  lili!i’l  Hiti  111 


SE-I  2 


‘^m'IE.2 'i'^l'^  0-2  ig  3 

5 ® W)2  3P3  3 3xi  B 

2®b^‘S 


^03' 


-3  3 ^"S  ^ o P *.  <!^  © 

c'2  o2^P  cS  - 

3 

JiS‘-=x:®E2'  Bco 

CO  cS  CO  co“  c 


o33^P 

3,=^.  C3  2S  3 © 03!^*“ 


&3 

0,iM 


594 


GEORGE  WASHINGTON  MEMORIAL  PARKWAY,  VA. 

Mr.  Denton.  You  have  an  item  of  $270,000  for  deficiency  payment 
and  condemnation  judgment  to  be  satisfied  for  imposing  a scenic  ease- 
ment on  the  George  Washington  Memorial  Parkway,  Virginia. 
Please  give  the  committee  a complete  description  of  this  item. 

Mr.  Lee.  This  item  here  is  a deficiency  we  have  run  into  as  a result 
of  having  filed  a declaration  of  taking  on  the  property  known  as 
Merry  wood,  on  the  Virginia  side  of  the  Potomac  Eiver.  We  paid 
into  court,  originally,  $500,000  for  the  condemnation  of  what  we  call 
development  rights.  That  is,  there  could  be  no  high-rise  apartment 
on  that  site.  The  award  by  the  court  was  $744,500,  and  the  $270,000 
is  the  amount  that  we  estimate  will  be  needed  to  satisfy  that  judgment 
at  the  time  we  obtain  the  money.  So  we  have  to  pay  6 percent  inter- 
est on  the  difference  between  the  amount  we  paid  into  court,  which  was 
$500,000,  and  the  $244,500  additional  that  was  awarded  by  the  court. 
We  have  computed  it  up  to  August  as  running  to  $270,000  additional 
for  principal  and  interest.  The  case  is  closed  for  all  practical  pur- 
poses, because  neither  the  landowner  nor  the  Government  intends  to 
appeal  from  the  judgment  as  it  stands  at  the  present  time.  So  what 
we  do  have  here  is  simply  the  full  faith  and  credit  of  the  U.S.  Govern- 
ment to  meet  an  obligation  it  has  incurred.  The  judgment,  of  course, 
did  somewhat  exceed  our  estimated  amount,  but  it  was  far  below  the 
testimony  presented  by  the  defendants  in  this  case  as  to  the  value  of  the 
easement. 

]\Ir.  Denton.  All  right.  Let’s  take  up  the  Park  Service. 

National  Park  Service 

(ACQUISITION  OF  INHOLDINGS) 

Mr.  Denton.  You  are  requesting  $2,970,750  for  inlioldings  in  40 
park  areas. 

We  will  insert  in  the  record  at  this  point  the  listing  of  the  proposed 
acquisitions  in  this  connection. 

(The  listing  follows :) 
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Established  NFS  areas  for  which  land  acquisition  funds  are  requested  in  1965 

supplemental  and  1966  budget 


State 


Current 

acres 

remaining 
to  be 
acquired 

Acres  in 
1965  supple- 
mental 

Acres  in 
1966  budget 

Remaining 
acres  to  be 
acquired 

346. 56 

63. 71 

197. 95 

84. 90 

44, 413. 13 
15.29 

410. 55 

16, 023. 40 
15. 29 

27, 979. 18 

6, 897.  90 

1, 577. 27 

1, 333.  41 

3, 987.  22 

10,877.31 

5,015.  77 

2,  553.  53 

3, 308.  01 

94, 024. 00 

8,  497. 00 

85,  527.  00 

461.  65 

76.  67 

93.47 

291.  51 

15, 106.  80 

480.  75 

114. 22 

14,  511.  83 

3, 211.  37 

172. 48 

601.33 

2, 437.  56 

896.  00 

108.  54 

125.67 

661.  79 

413.  80 

40. 00 

160.  00 

213.  80 

6,  576. 84 

4,227.  57 

2, 309.  80 

39.  47 

1, 457.  66 

176.  30 

639.  31 

642.  05 

163. 16 

31.67 

131.  49 

9, 493.  52 

694.  56 

2,  539.  46 

6,  259.  50 

1, 743. 90 

218.  90 

1,  525.  00 

1,  682. 80 

620.  00 

1, 062.  80 

21,  595.  89 

2,  441.  83 

8,  638.  64 

10,  515.  42 

4,  612.  55 

301.  57 

567.  87 

3,  743. 11 

8, 254.  72 

46.  07 

1, 776. 18 

6,  432.  47 

8,  068.  95 

274.  74 

359. 30 

7,  434.  91 

285.  60 

5.  51 

36.46 

243.63 

4, 132. 92 

984. 13 

3, 148.  79 

244,  732. 32 

16, 984.  46 

49, 091.  42 

178,  656. 44 

Funds 


In  1965 
supple- 
mental 


In  1966 
budget 


Alaska... 

Arizona 

Arkansas 

California 

Colorado 

Florida 

Minnesota 

Mississippi 

Montana 

Nebraska.. 

New  Mexico 

North  Carolina. 
North  Dakota.. 
Pennsylvania... 
South  Dakota.. 

Tennessee 

Texas 

Utah.- 

Virginia 

Washington 

Wyoming 

Other  areas  i 

Virgin  Islands.. 


$15, 000 
172, 320 


303, 440 
375, 953 


9,400 

554. 100 
164,  000 
262, 200 

1, 800 
217,252 
2, 500 
261,  500 
46,  000 
79, 600 

4.000 
176,  700 
389, 000 

5. 000 

150. 100 
50,  885 


3,  240,  750 


$2,000 
603,  500 
9,000 
1,  599, 385 
1,  217,  650 
1, 125,  500 
21,000 

25.000 

905. 000 

95. 000 

23. 000 

315. 000 

69.000 


86,000 

150,  000 


680,  350 
2, 182,  500 
1, 101, 500 
1, 012,  000 
209, 615 
1, 000,  000 


12, 432, 000 


1 Single  acquisitions  of  small  acreages  in  various  areas. 


CHIKICAHUA  NATIONAL  MONUMENT,  ARIZ. 

Mr.  Denton.  You  want  to  acquire  80  acres  in  Arizona  at  a cost  of 
$63,000  for  land  an  $52,000  for  improvements  at  a total  cost  of  $115,- 
000.  According  to  the  listing,  this  is  the  Silver  Spur  Guest  Ranch. 
Why  is  it  necessary  for  you  to  acquire  this  acreage  ? 

Mr.  Lee.  This  is  a dude  ranch,  Mr.  Chairman,  and  it  is  on  the  main 
road,  and  for  some  time  we  have  been  concerned  that  there  would  be 
further  development  there,  and  we  believe  that  this  area  would  be 
very  seriously  affected  from  an  adverse  esthetic  standpoint  if  we 
did  not  acquire  this  property.  We  believe  the  present  time  is  a good 
time  to  acquire  it. 

VICKSBURG  NATIONAL  MILITARY  PARK,  PA. 

Mr.  Denton.  You  also  propose  the  acquisition  of  478  acres?  This 
is  in  the  Vicksburg  Rational  Military  Park.  What  is  the  authoriza- 
tion under  which  you  propose  to  acquire  this  land  ? 

Mr.  Lee.  That  was  pursuant  to  an  act  of  Congress  passed  June  4^ 
1963.  It  will  help  the  city  of  Vicksburg  and  the  county  and  Rational 
Park  Service  to  resolve  pressing  highway  problems  and  authorize  the 
consolidation  of  park  lands. 

Part  of  the  land  will  be  turned  back  to  the  city,  and  the  city  will  con- 
vey some  land  to  us.  But  it  is  also  necessary  for  us,  in  order  to  round 
out  that  program,  to  relocate  the  roads  and  acquire  the  properties  that 
are  listed  in  some  of  the  sheets  we  have  prepared  and  I believe  you 
have  them. 

Mr.  Denton.  Why  is  it  necessary  to  purchase  it  at  this  time  and  why 
do  you  have  to  have  a supplemental  ? 
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Mr.  Lee.  Well,  this  acquisition  has  been  pending  for  some  time. 
We  have  been  marking  time  on  it.  We  are  anxious  to  get  the  highway 
under  construction.  Of  course,  we  can’t  move  on  a highway  unless 
and  until  we  acquire  title  to  the  property. 

Mr.  Denton.  Does  this  cover  all  of  the  acreage  you  want  to  acquire 
in  this  area? 

Mr.  Lee.  As  far  as  I know,  yes. 

GLACIER  NATIONAL  PARK,  MONT. 

Mr.  Denton.  What  is  the  justification  for  acquisition  of  172  acres 
in  Glacier  National  Park?  That  is  about  $1,000  an  acre. 

Mr.  Lee.  There  are  five  tracts  of  land  which  are  involved  in  that 
total  acquisition.  One  or  two  of  those,  I don’t  have  the  exact  ones, 
we  had  options  we  intended  to  accept  last  year  had  we  gotten  the  de- 
ficiency request  we  had  in.  We  have  four  options  pending.  They  run 
about  $112,000  for  four  of  those  tracts  of  land. 

Mr.  Denton.  'Why  should  that  be  so  expensive  ? 

Mr.  Lee.  These  property  owners  will  hold  on  to  this  land  about  so 
long.  If  we  don’t  acquire  it,  it  is  the  same  story,  we  will  run  into 
someone  else  coming  in  and  buying  it  ahead  of  us. 

Mr.  Denton.  How  many  acres  do  you  have  here  now  ? 

Mr.  Lee.  Within  the  park,  there  are  about  1,010,000  acres. 

Mr.  Denton.  How  many  acres  of  non-Federal  land  will  remain 
if  this  acquisition  is  approved  ? 

Mr.  Lee.  2,852  acres. 

SCOTTS  BLUFF  NATIONAL  MONUMENT,  NEBR. 

Mr.  Denton.  You  are  proposing  the  acquisition  of  108  acres  at 
Scotts  Bluff  National  Monument.  Included  in  this  total  is  88  acres 
which  is  currently  the  Scotts  Bluff  Country  Club.  What  is  your  jus- 
tification for  the  acquisition  of  this  acreage  ? 

Mr.  Lee.  Part  of  that  club  lies  within  the  authorized  boundaries 
of  the  national  monument.  The  difficulty  we  have  had  there  is  that 
the  club  owners  have  had  two  things  in  mind,  one  relocation  of  their 
club,  and  secondly,  they  were  thinking  of  selling  this  property  off  for 
development.  Of  course,  the  problem  you  have  here 

Mr.  Denton.  We  turned  this  down  last  session,  you  remember,  be- 
cause you  didn’t  have  a very  good  justification.  What  you  are  doing 
is  buying  a golf  course. 

Mr.  Lee.  The  problem  we  have  there  is  this  area  is  in  the  immediate 
forefront  of  what  you  see  when  you  are  up  on  the  bluff  and  look  down 
onto  the  area  there,  where  the  original  wagon  trains  went  through  to 
the  West. 

Mr.  Denton.  I have  a picture  of  it  and  I don’t  see  how  the  golf 
course  interferes  with  the  park  at  all. 

Mr.  Lee.  That  doesn’t  show  the  height  you  do  have  wdien  you  are 
on  the  bluff,  or  get  from  the  parking  area  overlooking  this. 

Mr.  Denton.  You  mean  the  golf  course  is  unsightly? 

Mr.  Lee.  We  are  not  concerned  about  the  golf  course,  but  the  threat 
is  this  golf  course  is  going  to  be  sold. 

Mr.  Denton.  We  are  paying  $230,000  for  those  buildings  on  the 
golf  course? 
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Mr.  Lee.  Well,  for  the  total  acquisition  cost  of  the  entire  thing  we 
had  an  option  for  $260,000,  and  the  land  value  is  $30,000. 

Mr.  Denton.  What  are  you  going  to  do  with  the  buildings  ? 

Mr.  Lee.  Well,  there  is  underway  right  now,  Mr.  Denton,  a pro- 
posal under  which,  if  they  don’t  relocate  the  golf  course,  we  may  lease 
part  of  this  back.  In  other  words,  this  $260,000  is  the  outside  figure 
as  we  see  it  now.  But  we  haven’t  gone  far  enough  on  this  new  pro- 
posal of  the  club  to  be  sure  whether  they  will  sell  it  or  what. 

Mr.  Denton.  You  are  going  to  lease  what  back  to  whom? 

Mr.  Lee.  We  would  lease  part  of  this  back  here,  because  this  is  only 
part  of  the  golf  course,  with  the  view  of  having  this  area  cleared  ulti- 
mately. We  have  no  immediate  plans  on  development  on  this. 

Mr.  Denton.  What  is  urgent  about  this? 

Mr.  Lee.  The  only  problem  we  have  here  is  if  this  is  sold  off  to 
developers,  and  they  develop  within  the  national  monument,  we  feel 
then  the  thing  we  are  trying  to  perpetuate  and  preserve  there  is  going 
to  be  very  seriously  impaired. 

Mr.  Denton.  Is  all  of  it  in  the  national  monument? 

Mr.  Lee.  No,  sir. 

Mr.  Denton.  How  much  is  in  the  national  monument  ? 

Mr.  Lee.  About  88  acres. 

Mr.  Denton.  Are  the  buildings  on  that,  too? 

Mr.  Lee.  Part  of  the  buildings  are,  yes.  The  main  buildings  are. 
The  clubhouse  itself  and  the  swimming  pool,  and  the  utility  buildings. 

FORT  necessity  NATIONAL  BAITLEFIELD,  PA. 

Mr.  Denton.  Let’s  go  on  to  Fort  Necessity  National  Battlefield. 
You  want  to  acquire  31  acres  at  a total  cost,  including  improvements, 
of  $61,500.  What  is  the  total  amount  of  funds  appropriated  to  date 
for  this  battlefield  ? 

Mr.  Lee.  We  will  put  that  in  the  record. 

Mr.  Denton.  Will  that  complete  your  land  acquisition  in  this  area? 

Mr.  Lee.  It  probably  will  not,  because  we  will  exceed  the  amount 
that  is  authorized  for  the  project.  But  this  will  take  care  of  the  main 
problem  now. 

Mr.  Denton.  Also  put  in  the  record  how  much  total  land  you  will 
need. 

Mr.  Lee.  Yes,  sir. 

(The  information  follows:) 

Status  of  land  acquisition  program  for  Fort  Necessity  National  Battlefield 


Amoimt  appropriated  to  date $69,  000 

Federal  land  acres,  Jan.  1,  1965 342.  85 

Acres  proposed  for  acquisition  in  1965  supplemental 31.  50 

Balance  of  non-Federal  acres  after  1965  fiscal  year 125.  65 

Gross  area  acres 500 


Mr.  Denton.  This  is  a rather  high  cost  per  acre.  Do  you  feel  this 
is  a reasonable  estimate  ? 

Mr.  Lee.  Yes;  we  do.  We  have  had  appraisers  looking  at  this 
property  and  we  feel  we  have  a more  realistic  estimate  here  than  in 
some  other  cases. 

Mr.  Denton.  It  is  about  $2,000  an  acre  again. 

Mr.  Lee.  Yes,  sir. 
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Mr.  Denton.  It  is  noted  on  the  Martin  tract  that  there  is  a resi- 
dence and  motel  with  improvement  costs  of  $26,000.  Is  this  land  avail- 
able for  purchase  and  why  is  it  necessary  to  purchase  this  particular 
tract? 

Mr.  Lee.  This  property  is  available  for  acquisition.  I understand 
the  owner  is  anxious  to  move  it.  We  are  concerned  because  our  people 
tell  me  that  if  this  property  is  not  acquired  it  is  going  to  be  put  to 
other  uses.  It  is  going  to  be  developed  further.  It  is  within  the' 
authorized  area  and  the  park  is  rather  small  as  it  is.  So  if  we  don’t 
acquire  this  Martin  tract,  it  would  be  adverse  to  the  whole  project- 

CAPITAL  REEF  NATIONAL  MONUMENT,  UTAH 

Mr.  Denton.  At  the  Capital  Reef  National  Monument  in  Utah,  you 
want  to  acquire  12  acres  at  a total  cost  of  $35,000.  The  land  valuation 
is  $7,500,  whereas  the  improvements  are  estimated  at  $27,500.  There 
is  a motel  on  this  tract.  Wliy  is  it  necessary  to  purchase  this  particu- 
lar tract  at  this  time  ? 

Mr.  Lee.  There  is  a motel  here  and  here  we  have  the  same  problem, 
we  are  putting  in  a road  in  the  Capital  Reef  Area.  This  motel  is  near 
it.  The  motel  is  available  for  acquisition  and  we  feel  it  ought  to  be- 
acquired  in  order  to  protect  the  scenic  views  we  have  there. 

DEVILS  tower  national  MONUAIENT,  WTO. 

Mr.  Denton.  What  is  your  justification  for  the  purchase  at  this 
time  of  80  acres  at  Devil’s  Tower  National  Monument  in  Wyoming? 
According  to  the  list  you  have  provided  the  committee,  there  is  a cafe 
and  cabins  on  this  tract  with  improvements  at  an  estimated  cost  of 
$15,700.  ’ ^ 

Mr.  Lee.  Devils  Tower  National  Monument.  This  is  the  last  in- 
holding remaining  within  the  authorized  boundaries  and  the  operation 
of  the  business  enterprise  thereon  is  an  anachronism  in  the  interpreta- 
tion of  the  scenic  area  needed  to  set  off  865  feet  of  columnar  rock 
named  the  Devils  Tower. 

GRAND  TETON  NATIONAL  PARK,  WTO. 

Mr.  Denton.  You  want  to  acquire  12  acres  in  Grand  Teton  Na- 
tional  Park,  Wyo.,  at  a cost  of  $55,000.  This  is  about  $4,600  an  acre. 
What  is  the  reason  for  the  high  cost  of  this  land  and  why  is  it  neces- 
sary for  you  to  purchase  these  two  tracts  at  this  time  ? 

Mr.  Lee.  Mr.  Denton,  I would  be  very  frank  to  tell  you  Grand 
Teton  National  Park  has  presented  us  with  one  of  the  most  difficult 
problems  in  land  acquisition  which  we  have  in  the  Park  Service.  That 
land  has  simply  been  skyrocketing,  due  to  increased  demand.  Prices 
have  been  skyrocketing  there  for  the  past  10  years.  As  a matter  of 
fact,  about  2 years  ago  we  were  so  alarmed  by  this  we  did  file  three 
suits  in  an  effort  to  beat  the  prices  the  owners  were  asking.  We  felt 
the  prices  were  unreasonably  hia*h.  We  wejit  into  court,  and  we  came 
out  with  prices  running  from  $4,000  an  acre  to  $5,500  an  acre. 

Mr.  Denton.  You  don’t  have  many  inholdings  in  there,  as  I 
remember  ? 

Mr.  Lee.  No  ; that  is  a park  that  someday  we  hope  to  be  able  to  wipe 
all  of  the  inholdings  out  and  that  is  one  of  the  reasons  for  this.  In 
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•Grand  Teton  Park,  after  we  acquire  these  inlioldings  here,  we  will 
have  only  around  7,800  acres  left,  of  privately  owned  land. 

Mr.  Denton.  Can  you  get  this  land  without  resorting  to  condemna- 
tion proceedings  ? 

Mr.  Lee.  I believe  we  can,  these  two  tracts ; yes. 

Mr.  Denton.  Do  you  think  you  can  get  them  for  $d,600  an  acre 
without  condemnation  ? 

Mr.  Lee.  We  have  hopes  we  will  be  able  to  do  that,  yes,  by  negotia- 
tion. 

ADMINISTRA-mT:  EXPENSES 

Mr.  Denton.  You  are  requesting  $70,000  for  administrative  ex- 
penses, of  which  $40,000  will  be  for  additional  personnel.  How  many 
additional  personnel  will  this  involve  and  what  are  the  grades  ? 

Wliat  is  the  period  of  time  in  fiscal  year  1965  on  which  you  base 
payment  of  salary  for  these  new  employees  ? Put  that  in  the  record. 

(The  information  follows:) 


Lcmd  and  water  conservation,  1965  supplemental — Additional  positions  {all 
^ Bureau  of  Outdoor  Recreation) 


Grade : 
GS-14. 
GS-13. 
GS-12. 
GS-11. 
GS-9_. 
GS-7-. 


Numl)er 

6 

6 

7 

4 

5 

3 


Grade — continued 

GS-6 

GS-5 

GS-4 

GS-3 

Total 


Number 

3 

6 

3 

2 

45 


The  estimate  is  based  on  recruiting  to  begin  about  April  15,  1965,  and  to  have 
the  45  positions  filled  by  June  30, 1965. 

Mr.  Denton.  Mrs.  Hansen  ? 


MOUNT  RAINIER  NATIONAL  PARK,  WASH. 

Mrs.  Hansen.  What  is  the  urgency  of  the  acquisition  in  Mount 
Rainier  ? 

Mr.  Lee.  Those  are  relatively  small  parcels  of  property.  I think 
potentially  they  are  more  of  a threat  than  anything  else. 

Mrs.  Hansen.  From  development  ? 

Mr.  Lee.  Yes.  They  are  idle  mines — mine  sites. 

Mrs.  Hansen.  Are  they  contiguous  to  those  that  you  have  in  the 
regular  66  provision  ? 

Mr.  Lee.  Yo  ; they  are  not.  They  are  independent  mine  sites,  lo- 
cated elsewhere.  We  felt  that  these  should  be  acquired,  because  there 
is  probably  more  probability  of  the  companies,  now  that  no  longer 
care  to  mine  these,  of  selling  these  off  to  someone  that  might  like  to 
go  in  and  put  in  some  development. 

Mrs.  Hansen.  Is  that  an  area  of  summer  homes  ? 

Mr.  Lee.  Yo  ; it  is  not. 

Mrs.  Hansen.  What  kind  of  development  could  it  possibly  be  ? 

Mr.  Lee.  They  are  here,  in  this  portion  of  the  park. 

Mrs.  Hansen.  In  the  southwest  ? 

Mr.  Lee.  Yes.  [Indicating  on  map.] 

Mrs.  Hansen.  Is  that  the  highway  ? 

Mr.  Lee.  One  of  them  is  near  the  highway,  near  the  Misqually 
River.  Year  Carter  Falls,  and  near  the  Misqually  River,  and  near 
the  Lewis  and  Pierce  County  Imes. 
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Of  course,  the  main  problem  we  have  there,  the  one  we  are  afraid 
of,  is  the  development  potentialties.  If  they  were  to  sell,  particularly 
on  this  41  acres,  it  would  be  unfortunate.  If  we  can  buy  we  think  it 
is  a good  move. 

Mrs.  Hansejs^.  I wonder  if  you  would  send  me  a sununary  of  the 
type  of  land  that  is  involved,  the  proximity  to  the  highway,  and 
proximity  to  otlier  facilities.  I think  there  are  some  concessions  near 
and  I think  it  would  be  w^ell  for  us  to  have  a picture  of  that  for  the 
record. 

Mr.  Lee.  We  will  give  you  the  full  particulars  on  those  acquisitions. 
They  are  not  large  in  money,  but  they  could  be  serious  in  the  future. 

Mrs.  Hansen.  That  is  what  I would  like  to  have,  so  when  we  are 
asked  we  can  explain.  Thank  you. 

(A  copy  of  the  information  was  furnished  the  committee.) 

Mrs.  Hansen.  May  I say  for  the  record  it  has  been  a great  pleasure 
to  have  Mr.  Crafts  appear  before  us.  He  did  a splendid  job  with  the 
Forest  Service,  and  he  has  done,  I feel,  a tremendously  outstanding 
job  in  the  Bureau  of  Outdoor  Kecreation,  and  particularly  do  I hear 
many  compliments  from  State  agencies,  who  have  been  working  with 
the  Bureau  of  Outdoor  Recreation.  I don’t  believe  there  has  ever 
been  more  enthusiastic  acceptance  of  a program  requiring  State  par- 
ticipation to  the  degree  that  this  one  has  and  through  your  leadership. 

Mr.  Crafts.  Thank  you  very  much. 

Mr.  Denton.  Thank  you  very  much,  gentlemen. 


Friday,  February  26,  1965. 

Office  of  Territories 
WITNESSES 

M.  W.  GODING,  HIGH  COMMISSIONER  OF  THE  TRUST  TERRITORY 
OF  THE  PACIFIC  ISLANDS 

MRS.  RUTH  G.  VAN  CLEVE,  DIRECTOR,  OFFICE  OF  TERRITORIES 

Claims  of  Inhabitants  of  Rongelap  Atoll 

Mr.  Denton.  $950,000  is  requested  to  compensate  the  people  of 
Rongelap  Atoll  in  compliance  with  the  provisions  of  the  act  of  August 
22,  1964,  providing  for  the  settlement  of  claims  of  certain  residents  of 
the  Trust  Territory  of  the  Pacific  Islands. 

We  shall  insert  in  the  record  at  this  point  the  item  from  House 
Document  No.  80  and  your  justifications  in  this  connection. 

(The  information  follows:) 

“Office  of  Territories 

“CLAIMS  OF  INHABITANTS  OF  RONGELAP  ATOLL 

“i^or  carrying  out  the  provisions  of  the  Act  of  August  22,  196 (78  Stat.  598), 
providing  for  the  settlement  of  claims  of  certain  residents  of  the  Trust  Territory 
of  the  Pacific  Islands,  $950,000,  to  remain  availahle  until  expended^ 

This  proposed  appropriation  provides  funds  for  full  settlement  of  claims  by 
the  residents  of  Rongelap  Atoll  for  radiation  exposure  as  a result  of  fallout 
from  a thermonuclear  test  conducted  at  Bikini  Atoll  on  March  1,  1954.  The 
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payment  of  such  claims  was  authorized  by  Public  Law  88-485,  approved  August 
22,  1964. 


Claims  settlements  of 
Request  $950,000 


inhabitants  of  Rongelap  Atoll,  Trust  Territory  of  the 
Pacific  Islands 


PURPOSE  AND  NEED  FOR  SUPPLEMENTAL  FUNDS 

The  $950,000  is  urgently  needed  for  carrying  out  the  provisions  of  the  act  of 
- August  22,  1964  (78  Stat.  598),  providing  for  the  settlement  of  claims  of  certain 
residents  of  the  Trust  Territory  of  the  Pacific  Islands. 

JUSTIFICATION 

Public  Law  88-485,  approved  August  22,  1964,  authorized  the  appropriation 
of  $950,000  to  compensate  the  inhabitants  of  the  Rongelap  Atoll  who  were 
exposed  to  radioactive  fallout  during  thermonuclear  tests  conducted  at  Bikini 
Atoll  on  March  1, 1954. 

Following  the  detonation  of  the  device,  wind  patterns  shifted  so  that  fallout, 
expected  to  be  carried  over  uninhabited  areas,  was  deposited  on  Rongelap  and 
other  nearby  atolls.  The  Rongelapese  population,  which  totaled  82,  suffered 
significant  fallout  exposure.  Symptoms  included  nausea,  itching,  burns  and 
scarring,  pigmentation  change,  and  loss  of  hair.  The  people  were  given  emer-- 
gency  treatment  and  observation.  They  were  returned  to  Rongelap  in  1957 
when  the  atoll  was  again  declared  safe  for  habitation.  While  about  five  of  the 
persons  exposed  in  1954  have  died,  compensation  under  the  provisions  of  Public 
Law  88-485  will  be  made  to  their  heirs  or  legatees. 

General  Statement 

Mr.  Denton.  Tell  us  what  is  involved  in  this  problem. 

Mr.  Goding.  The  act  provides  that  the  pa3mient  made  under  the 
provision  settled  all  claims.  What  happened  was  that  in  1954,  during 
one  of  the  tests  at  Bikini  Atoll,  there  was  an  accident  insofar  as  wind 
direction  was  concerned,  and  some  of  the  radioactive  material  floated 
over  Rongelap  Atoll,  and  the  people  there  were  affected  by  the  radia- 
tion. They  were,  of  course,  immediately  removed.  Yon  will  recall 
there  was  also  a Japanese  fishing  boat,  the  Flying  Dragon,  I believe^ 
affected  by  the  same  fallout. 

The  people  were  relocated,  I think,  for  a short  time  on  Ebeye ; later 
down  at  Majuro,  and  then  subsequent!}^  were  moved  back  to  Ronge- 
lap. 

The  82  people  who  were  affected  had  burns;  they  had  their  hair 
fall  out.  There  have  been  continuing  medical  surveys  by  scientists 
from  the  Atomic  Energy  Commission  and  from  experts  from  the 
Brookhaven  Laboratory  who  go  out  and  take  blood  tests  and  counts 
and  put  them  through  all  kinds  of  tests. 

Nothing  was  done  for  many  years  to  compensate  for  the  physical 
injury  that  was  done  to  the  people.  They  were  rehoused  and  medicated 
and  taken  care  of  during  the  time  of  their  distress. 

Fortunately,  the  evidence  of  permanent  injury  is  not  great,  although 
we  have  had  some  evidence  of  stunted  growth  on  the  part  of  some  of 
them.  There  have  been  a couple  of  cases  in  which  possible  cancerous 
growth  and  goiterous  conditions  have  developed,  where  the  doctors 
and  experts  are  not  sure.  The  indication,  however,  is  very  strong  that 
the  radioactive  accident  was  the  initiating  thing.  The  situation  was 
one  in  which,  for  many  years,  simply  because  the  people  did  not  press 
very  hard,  nothing  was  done. 
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Then  an  attempt  was  made  to  file  a suit  on  their  behalf  and  there 
was  no  forum,  no  jurisdiction.  The  United  States,  obviously,  couldn’t 
be  sued  in  a court  of  the  Trust  Territory,  and  the  U.S.  courts  did  not 
have  jurisdiction  over  the  area  in  which  the  accident  occurred.  It 
was  finally  concluded  about  1961  that  this  ought  to  be  approached  on 
the  basis  of  simply  a reasonably  generous  gratuitous  payment  that 
would  average  out  to  approximately  $10,000  per  individual  effected. 

Mr.  Dentox^.  Is  that  the  way  you  determined  the  liability  ? 

Mr.  Goding.  This  was  a matter  of  a great  deal  of  discussion  all  the 
way  up  and  down.  We  started  considering  figures  of  $2,500,  and  on 
up  and  down.  However,  the  legislative  committees  finally  agreed  to 
approve  the  amount  that  was  authorized  in  the  public  law  that  was 
passed  last  year. 

Mrs.  Van  Cleve.  Originally,  the  executive  branch  proposal  gave 
the  Secretary  of  the  Interior  authority  in  his  discretion  to  make  suit- 
able payments  to  each  of  the  82  infected  inhabitants.  The  Interior 
Committee  in  the  Senate  considered  that  this  was  an  undesirable  ap- 
proach and  amended  the  bill  to  provide  that  the  Secretary  would  di- 
vide the  sum  equally  among  the  82  affected  individuals  or  their  heirs. 
The  House  committee  had  earlier  passed  our  bill  and  agreed  to  the 
Senate  amendment,  and  the  final  bill,  therefore,  took  the  form  urged 
by  the  Senate. 

Mr.  Dextox.  How  much  will  each  person  get  ? 

Mrs.  Vax  Cleve.  Under  the  bill  as  finally  passed,  5 percent  of  the 
total  can  go  for  attorneys’  fees.  This  is  $47,500.  We  have  had  no 
request  for  attorneys’  fees  yet  and  will  not,  I presume,  until  the  money 
is  available.  In  any  event,  that  leaves  a total  amount  which,  when 
divided  by  82,  turns  out  to  be  $11,006  per  individual. 

Mr.  Dentox.  IWiat  is  the  Secretary’s  obligation  as  far  as  giving 
advice  to  those  persons  receiving  payment  as  to  prudent  management 
of  the  fund  ? 

Mrs.  Yax  Cleve.  He  is  required  by  the  statute  to  do  precisely  that 
and,  doubtless  through  his  delegate,  the  High  Commissioner,  he  will 
give  information  to  each  individual  before  or  after  or  at  the  same  time 
he  receives  his  check  as  to  sensible  disposition  of  it. 

Mr.  Dextox.  Are  there  any  questions  ? 

(No  response.) 
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Febeuaky  9,  1965. 

Water  Resources  Research 

WITNESSES 

ROLAND  R.  RENNE,  DIRECTOR,  OFEICE  OF  WATER  RESOURCES 
RESEARCH 

F.  WILLIAM  KOOP,  EXECUTIVE  OFFICER 

Salaries  and  Expenses 

Ohject  classification 

[ In  thousands  of  dollars  ] 


Presently 

available, 

1965 

Revised 

estimate, 

1965 

Increase 

Personnel  compensation: 

11.1  Permanent  positions. 

92 

115 

23 

11.3  Positions  other  than  permanent 

10 

20 

10 

11.5  Other  personnel  compensation 

1 

1 

Total  personnel  compensation 

102 

136 

34 

12.0  Personnel  benefits  

9 

2 

21.0  Travel  and  transportation  nersons  

13 

17 

4 

22.0  Transnortation  of  things.  

2 

5 

3 

23.0  Rent,  communications,  and  utilities  

3 

5 

24.0  Printing  and  reproduction 

5 

8 

3 

25.1  Other  services.  

2 

3 

1 

25.2  Services  of  other  agencies 

7 

11 

4 

26.0  Supplies  and  materials 

4 

2 

31.0  Equipment  . . 

12 

17 

5 

41.0  Grants,  subsidies,  and  contributions.  . 

1,310 

4,  075 

2,  765 

QQ.O  Total  oblisfations 

1,465 

4, 290 

2, 825 

Personnel  summary 


Presently 

available, 

1965 

Revised 

estimate, 

1965 

Increase 

Total  number  of  permanent  positions 

8 

20 

12 

Pull-time  equivalent  of  other  positions 

1 

2 

1 

.Average  number  of  aU  employees ... 

7 

12 

5 

Employees  in  permanent  positions,  end  of  year 

8 

20 

12 

Employees  in  other  positions,  end  of  vear.  ... 

12 

2 

—10 

Average  GS  grade 

14. 1 

10.6 

—3. 5 

.\verage  GS  salary.. 

$16, 250 

$11, 158 

-$5, 092 

44-S64- 


65- 


39 
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Program  and  financing 


[In  thousands  of  dollars] 


Presently 

available, 

1965 

Revised 

estimate, 

1965 

Increase 

Program  by  activities: 

1.  Assistance  to  States  for  institutes 

2 Matching  grants  to  institutes 

1, 050 
260 
150 

3, 825 
250 
210 

2, 775 
-10 
60 

3.  Administration 

Total  program  costs 

1, 460 
5 

4, 285 
5 

2,  825 

Change  in  selected  resources  C 

10  Total  obligations . __  

1. 465 

1. 465 

4,  290 
4,  290 

2, 825 
2, 825 

Financing: 

40  New  obligational  authority  (appropriation) 

10  Total  obligations  

1,465 

4,290 

2, 825 

72  Obligated  balance,  start  of  year 

74  Obligated  balance,  end  of  year 

90  Expenditures 

-no 

-190 

-80 

1, 355 

4. 100 

2,  745 

1 Selected  resources  as  of  June  30  are  as  follows: 
Uncompleted  contracts: 


1964  0 

1965  5 

1965 — c 


Mr.  Denton.  We  shall  now  take  up  the  1965  supplemental  estimate 
for  Water  Resources  Research. 

Do  you  have  a prepared  statement  ? 

Mr.  Renne.  I have  a prepared  statement. 

(The  statement  follow^s :) 

Mr.  Chairman  and  members  of  the  committee,  it  is  a pleasure  to  have  this 
opportunity  to  appear  before  you  and  present  this  request  which  provides  for 
additional  assistance  to  State  water  resources  research  centers,  to  promote  a 
more  adequate  national  program  of  water  research. 

This  request  for  $2,825,000  is  for  extension,  in  fiscal  year  1965,  of  the  program 
initiated  earlier  in  the  year  with  funds  provided  by  the  1965  supplemental  ap- 
propriation act  approved  October  7,  1964.  The  Water  Resources  Research  Act 
of  1964  provides  that  a college  or  university  in  each  of  the  50  States  and  Puerto 
Rico  is  eligible  for  an  allotment  under  section  100(A)  of  the  act.  Water  re- 
sources research  centers  in  14  States  have  been  selected  to  receive  allotments 
this  fiscal  year,  thus  utilizing  all  of  the  1965  funds  available  for  that  purpose. 
However,  48  State  centers  have  submitted  requests  for  fiscal  year  1965  allot- 
ments and  the  two  other  States  have  indicated  that  their  requests  are  in  prepa- 
ration. Puerto  Rico’s  request,  we  understand,  is  also  in  preparation.  Based 
upon  the  requests  and  other  communications  received,  it  is  evident  that  the 
centers  are  prepared  to  make  effective  use  of  allotments  for  which  they  are 
eligible. 

Therefore,  this  request  provides  for  allotments  to  37  water  resources  research 
centers,  not  included  in  the  initial  allotments,  in  the  amount  of  $75,000  per 
center.  The  estimate  includes  $60,000  for  program  development,  management, 
and  administration  in  fiscal  year  1965,  including  funds  for  some  staff  positions, 
consultant  salaries,  printing  and  reproduction  of  documents,  reports,  etc.,  con- 
sultants’ travel,  staff  travel  to  research  centers,  and  equipment,  supplies,  ma- 
terials, communications,  and  other  expenses  associated  with  operation  of  the 
office. 

The  Office  of  Water  Resources  Research,  to  which  the  Secretary  has  assigned 
responsibility  for  the  program,  will  continue  to  have  a small  staff  to  perform 
three  major  functions:  (1)  Manage  the  program  of  grants  on  the  basis  of  the 
merit  of  the  proposals  and  the  need  for  the  knowledge  expected  to  be  produced 
without  duplication  of  other  State  or  Federal  research,  or  displacement  of 
scientists  and  engineers;  (2)  provide  coordination  of  the  research  at  the  re- 
search centers  of  the  various  States  and  with  other  State,  Federal,  and  non- 
governmental research.  (3)  administer  the  program  to  assure  effective  utiliza- 
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tion  of  appropriated  funds  and  qualified  manpower,  and  assure  proper  account- 
ability of  the  grants.  Performance  of  these  functions  requires  staff  that  is 
highly  knowledgeable  about  water  problems  and  existing  research,  and  that  has 
mature  judgment  in  conferring  and  counseling  with  the  research  centers  and 
others  participating  in  the  program. 

A principal  purpose  of  the  act  is  to  stimulate  and  supplement  present  pro- 
grams for  research  on  water  resources  problems,  and  to  encourage  the  training 
of  scientists  and  engineers  to  work  in  this  field.  Pursuant  to  the  provisions  of 
the  act,  this  is  being  accomplished  through  financial  assistance  in  the  form  of 
allotments  to  State  water  resources  research  centers,  and  through  matching 
grants  to  assist  in  meeting  the  expenses  of  specific  water  resources  research  by 
these  centers. 

Water  resources  research  and  the  training  of  water  scientists  and  engineers 
go  hand  in  hand.  Research  at  the  State  centers  is  under  the  leadership  of 
university  faculty  members  concerned  with  the  various  scientific  and  engineering 
subjects  related  to  water  resources  problems.  In  conjunction  with  such  re- 
search, graduate  students  and  others  seeking  to  secure  advanced  training  as 
water  scientists  and  engineers  are  engaged  as  assistants  in  the  performance  of 
such  research.  Each  of  the  48  requests  received  indicate  this  type  of  student 
participation.  In  this  manner,  the  program  provides  for  the  development  of  new 
knowledge  needed  to  deal  with  water  problems  and  for  the  training  of  addi- 
tional highly  qualified  people  to  work  on  these  problems. 

Through  their  councils,  committees,  and  water  research  center  administrators, 
the  research  centers  at  the  State  universities  and  land-grant  colleges,  to  which 
this  request  relates,  prepared  research  and  training  programs  as  authorized 
section  100  ( A ) of  by  Public  Law  88-379. 

As  examples,  the  Water  Resources  Research  Center  at  Purdue  University 
proposed  six  projects  for  funding  by  the  initial  $75,000  allotment  and  listed 
many  others  that  it  would  like  to  undertake  if  funds  were  available.  The  six 
projects  which  would  have  been  initiated  upon  receipt  of  the  Federal  allotment, 
had  it  been  possible  to  make  such  an  allotment,  dealt  with  development  of  more 
reliable  and  practical  methods  of  estimating  runoff  from  small  watersheds  in 
Indiana ; the  hydraulics  of  the  flow  of  water  in  meandering  rivers  with  adjoin- 
ing flood  plains ; development  of  information  on  water  resources  needed  to 
predict  areas  which  could  (or  could  not)  support  greater  industrial  and  urban 
growth;  water  quality  (two  projects)  ; and  the  effects  of  soil  crusting  on  the 
infiltration  of  water.  Other  Indiana  proposals  included  studies  designed  to 
develop  methods  of  forecasting  low  flows  of  streams,  studies  of  water  quality 
of  lakes  and  streams  as  affected  by  runoff  from  fertilized  land,  the  biology  and 
management  of  Indiana  farm  ponds,  ecology  of  strip-mined  areas,  etc. 

One  of  the  interesting  project  proposals  of  the  Texas  Water  Resources  Institute 
is  concerned  with  determining  the  future  water  requirements  of  agriculture  in 
Texas  through  the  year  2020.  Another  one  listed  for  attention  when  funds 
become  available  would  deal  with  the  economics  of  regional  water  reclamation 
plants  and  develop  factors  to  relate  benefits  of  improved  water  quality  to  costs 
so  appropriate  costs  can  be  allocated  to  all  groups  involved.  Research  of  this 
type  is  important  because  water  supplies  and  water  quality  control  procedures 
are  a prime  consideration  of  new  industries  moving  into  an  area. 

An  analysis  of  the  research  projects  proposed  by  State  centers  showed  that 
studies  would  be  conducted  in  all  of  the  broad  research  categories  developed  by 
the  Committee  on  Water  Resources  Research  of  the  Federal  Council  for  Science 
and  Technology.  A majority  of  the  studies,  however,  would  deal  with  various 
facets  of  the  water  cycle,  development  and  control,  qualitative  aspects  of  water, 
and  water  and  laud  management. 

In  the  remainder  of  fiscal  year  1965,  the  Otfice  of  Water  Resources  Research  will 
continue  to  emphasize  the  research  coordination  responsibilities  assigned  to  the 
Secretary  of  the  Interior  by  section  104  of  the  Water  Resources  Research  Act 
of  1964.  As  a part  of  the  program  to  facilitate  such  coordination,  the  Office  is 
now  publishing,  with  the  cooperative  assistance  of  the  Science  Information 
Exchange  of  the  Smithsonian  Institution,  the  first  edition  of  a catalog  of  proposed 
and  ongoing  federally  supported  water  resources  research.  This  catalog  will 
fulfill  a highly  important  need  for  a document  that  can  be  used  to  disseminate 
current  water  resources  research  information  to  all  persons  engaged  or  preparing 
to  engage  in  such  research.  A future  edition  of  the  catalog  will  cover  water 
resources  research  projects  which  are  not  federally  supported,  to  the  extent  that 
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organizations  performing  such  research  cooperate  in  the  program  of  the  Science 
Information  Exchange.  A request  has  been  received  for  a third  publication 
listing  w^ater  resources  research  in  other  countries,  which  research  may  be  of 
particular  interest  and  usefulness  for  the  United  States. 

Although  the  program  is  new,  there  is  widespread  interest  over  the  entire 
country  in  this  water  resources  research  and  training  effort.  A large  number 
of  inquiries  and  heavy  correspondence  are  received  daily  by  the  Office  of  Water 
Resources  Research. 

Mr.  Renne.  Very  simply,  this  supplemental  would  bring  the  allot- 
ments up  to  the  authorizations  of  the  act  for  hscal  1965. 

Mr.  Denton.  You  had  your  first  1965  supplemental  appropriation 
last  year. 

Mr.  Renne.  October  7. 

Mr.  Denton.  How  much  was  that  ? 

Mr.  Renne.  That  was  the  $1,050,000  for  the  section  100(a)  portion 
of  the  act  which  provided  for  14  allotments. 

Mr.  1 )enton.  This  one  is  for  $2,825,000  ? 

Mr.  Renne.  That  is  right. 

Mr,  Denton.  The  first  one  was  $1,465,000  ? 

Mr.  Renne.  That  is  right. 

Mr.  Denton.  In  the  1966  budget,  how  much  do  you  request? 

Mr.  Koop.  $5,890,000. 

Mr.  Renne.  That  is  $87,500  per  State. 

Mr.  1 )enton.  We  shall  insert  the  justification  from  House  Document 
80  of  the  justification  in  the  record  at  this  point.  Would  you  give  us  a 
brief  summary  of  why  you  need  this  extra  money  for  the  supplemental  ? 

(The  information  follows:) 

“Office  of  Water  Resources  Research 
“salaries  and  expenses 

“For  an  additional  amount  for  ‘Salaries  and  expenses’,  $2,825,000.” 

This  proposed  supplemental  appropriation  provides  for  grants  to  support  water 
resources  research  institutes,  and  for  administration  of  the  program.  These 
additional  funds  fully  augment  the  authorization  for  research  institutes  provided 
by  Public  Law  88-379,  approved  July  17, 1964. 

JUSTIFICATION 


Fiscal  year  1965  appropriation $1,  465,  000 

Additional  amount  requested  in  fiscal  year  1965 2,  825,  000 


Conforming  to  the  statement  of  the  President  that  the  Water  Resources  Re- 
search Act  program  is  vital,  promptly  after  its  authorization  an  appropria- 
tion was  obtained  to  initiate  its  implementation.  Refiecting  the  preliminary 
character  of  then  available  information  on  readiness  of  the  universities  and 
others  to  participate  in  the  program,  the  initial  appropriation  provided  for  allot- 
ments to  only  14  State  water  resources  research  institutes  and  for  only  a com- 
parable partial  funding  of  the  authorized  matching  grants  for  specific  research 
projects  at  the  institutes. 

With  regard  to  the  initial  partial  funding  of  the  authorized  program,  the  Senate 
Appropriations  Committee  stated : 

“The  sum  provided  for  the  new  water  resources  research  program  includes 
funds  for  $75,000  first-year  grants  to  15  land-grant  colleges  or  universities.  A 
college  or  university  in  each  of  the  50  States  and  Puerto  Rico  is  eligible  under 
the  act  for  such  grants,  and  applications  from  most  of  them  are  expected.  The 
committee  will  expect  the  Secretary  of  the  Interior  annually  at  the  opening  of 
Congress  to  request  funds  necessary  to  meet  total  obligations  under  the  act.  It 
is  not  intended  that  there  be  any  discrimination  between  applicant  colleges  and 
universities  as  a result  of  the  initial  amount  appropriated  in  this  act.” 
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Consistently  with  that  congressional  expression,  the  Office  of  Water  Resources 
Research  is  requesting  a supplemental  fiscal  year  1965  appropriation  of  $2,825,000 
for  water  resources  research  work  pursuant  to  the  Water  Resources  Research  Act 
of  1964  (Public  Law  88-379,  approved.  July  17,  1964). 

Section  100 

Section  100  of  the  act  authorizes  financial  support  for  the  establishment  and 
maintenance  of  one  water  resources  research  institute  in  each  State  and  in  Puerto 
Rico  at  the  college  or  university  designated  pursuant  to  provisions  of  the  act. 
The  initial  appropriation  of  funds  in  fiscal  year  1965  provided  funds  for  the  sup- 
_port  of  only  14  State  institutes  at  the  authorized  annual  rate  of  $75,000  per  in- 
stitute for  first-year  participation.  An  additional  $2,775,000  is  required  in  fiscal 
year  1965  to  support  51  institutes  as  authorized  by  the  act.  Of  this  amount 
$10,000  of  funds  presently  available  will  be  applied,  leaving  need  for  a net  supple- 
mental appropriation  of  $2,765,000  for  this  section. 

Administration 

An  additional  $60,000  will  be  required  to  provide  personal  services  and  'admin- 
istrative support  for  the  expanded  fiscal  year  1965  program  proposed  above.  This 
will  provide  for  the  addition  of  two  scientist-engineers,  a grants  administration 
officer,  and  nine  supporting  program  employees,  including  those  required  to  pro- 
vide administrative,  secretarial,  statistical,  records  management,  and  other  serv- 
ices. These  positions,  together  with  the  eight  positions  provided  under  the  Sup- 
plemental Appropriation  Act  of  1965,  will  be  required  to  administer  the  fiscal  year 
1965  program.  The  additional  funds  requested  for  administration  will  also  pro- 
vide for  travel,  printing,  equipment,  rent,  and  other  expenses  associated  with  an 
expanded  fiscal  year  1965  program,  including  cooperation  with  the  Science  Infor- 
mation Exchange  in  providing  a compendium  of  ongoing  and  proposed  Federal 
Government  water  resources  research  activity. 


Detail  of  personnel  compensation 


Presently  avail- 
able, 1965 

Revised  esti- 
mate, 1965 

Increase 

Num- 

ber 

Total 

salary 

Num- 

ber 

Total 

salary 

Num- 

ber 

Total 

salary 

Grades  and  rauses; 

GS-18.  $24,500,  Director 

1.0 

24, 500 

1.0 

24,  500 
21,44.5 

GS-17.  $21,445  to  $24,445,  Associate  Director. 
GS-16.  $18,935  to  $24,175,  scientist-engineer.. 
GS-15.  $16,460  to  $21,590: 

Scientist-eneineer 

1.0 

21,445 
37, 870 

1.0 

2.0 

2.0 

37, 870 

1.0 

10,460 

2.0 

32, 920 
16,460 

1 

16,460 

Executive  officer  

1.0 

16,460 

1.0 

GS-14.  $14,170  to  $18,580,  grants-contracts 
officer  _ 

1.  0 

14,170 
10,  250 

1 

14,170 
10, 250 

GS-12 

1.0 

1 

GS-11 . 

1.0 

8, 650 
7, 220 

1 

8, 650 

GS-9  

1.0 

7, 220 
6,050 

1.0 

GS-7  

1.0 

4.0 

24,  200 
11,010 
10,  000 
4, 480 

3 

18,150 

GS-6 

2.0 

2 

11,010 
10,  000 

GS-5  . 

2.0 

2 

GS-4 

1.0 

1 

4,480 

Total  permanent.  . .. 

8.0 

130.  005 
38,  005 

20.0 

223.175 

108.175 

12 

93,170 

-70,170 

Lanses  . 

2.5 

9.7 

Net  permanent  (average  number,  net 
salarvE.  . . 

5.5 

92, 000 
10,  000 

10.3 

115,  000 
20,  000 

1,000 

23,  000 
10,  000 

Positions  other  than  permanent,  interjnittent  . 

Other  personnel  compensation,  overtime  and 
holiday  pay  

1,000 

Total,  personnel  compensation  .... 

102, 000 

136,  000 

34,  000 

NEED  FOR  SUPPLEMEXTAL 

]Mr.  Eexxe.  AYe  feel,  Mr.  Cliairman,  that  these  institutes  that 
have  been  set  np  and  the  States  that  have  set  them  np  are  worthy 
of  support.  We  do  not  feel  that  the  14  in  the  initial  allotment  repre- 
sented in  any  sense  of  the  word  all  of  those  that  vrere  qualified  and 
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ready.  We  just  tried  to  take  those  that  seemed  most  ready  with 
the  most  urgent  programs.  Consequently,  we  feel  if  the  supplemental 
were  granted  these  State  centers  would  be  ready  to  go  to  work  and 
they  each  have  projects  and  programs  that  are  peculiar  to  their  prob- 
lem areas,  and  that  we  would  be  getting  a greater  total  job  of  water 
research  done  nationwide  if  this  supplemental  were  authorized.  This 
is  provided  for  by  the  authorizing  legislation,  the  Water  Kesources 
Ivesearch  Act  of  1964  (Public  Law  88-379) . 

Mr.  Denton.  Under  the  first  appropriation,  you  granted  14  proj- 
ects to  14  States. 

Mr.  Renne.  That  is  right,  14  States  with  water  research  center 
programs. 

Mr.  Denton.  Under  the  second  appropriation  how^  many  will  you 
grant  ? 

Mr.  Eenne.  Thirty-seven  additional. 

Mr.  Denton.  "Wliat  is  the  total  amount  needed  for  this  ? 

Mr.  Eenne.  The  amount  is  $2,775,000. 

Mr.  Denton.  Each  State  will  receive  $75,000  ? 

^Ir.  Eenne.  That  is  right,  including  Puerto  Rico. 

J\fr.  Denton.  We  have  37  and  14  which  adds  up  to  51. 

Mr.  Eenne.  That  is  right. 

Mr.  Denton.  That  takes  care  of  every  State. 

Mr.  Eenne.  That  is  right. 

STATE  CENTER  PROGRAMS 

Mr.  Denton.  Could  you  list  in  the  record  the  nature  of  the  projects 
that  each  one  of  these  27  States  are  going  to  have  ? 

Mr.  Eenne.  Yes,  I have  a list  that  shows  the  breakdown  by  these 
major  categories  of  projects  which  they  have  submitted.  The  cate- 
gories are  as  follows. 

(The  information  follows :) 

Preliminary  breakdown  of  research  -projects  proposed  by  14  State  water  resources 

research  centers 

[Broad  subject  matter  headings  are  those  developed  and  used  by  the  Committee  on  Water  Resources 
Research  of  the  Federal  Council  for  Science  and  Technology,  Office  of  Science  and  Technology] 


Number  of  projects  proposed  by  research  categories 


Location  of  center  by  State 

I 

II 

III 

IV 

V 

VI 

VII 

VIII 

IX 

Total 

projects 

Arkansas 

1 

2 

3 

Colorado 

2 

2 

1 

5 

Georgia  . __ 

3 

6 

2 

1 

4 

1 

1 

2 

20 

Idaho 

1 

1 

2 

Illinois - - 

1 

3 

2 

6 

Michigan  _ _ _ 

2 

2 

3 

1 

1 

9 

Missouri.. 

1 

1 

1 

3 

Montana 

1 

1 

2 

New  Hampshire 

1 

1 

1 

3 

New  Mexico 

4 

2 

1 

7 

New  York  

2 

1 

1 

4 

Ohio  - 

1 

3 

4 

Utah 

1 

1 

1 

1 

1 

5 

Washington 

2 

2 

2 

1 

1 

1 

9 

Total 

3 

17 

14 

16 

16 

2 

4 

7 

3 

82 

Percentage 

3.7 

20.7 

17.1 

19.5 

19.5 

2.4 

4.9 

8.5 

3.7 

100 

609 


Preliminary  breakdown  of  research  projects  proposed  by  State  loater  resources  research 
centers  which  did  not  receive  an  initial  Federal  allotment 


[Broad  subject  matter  headings  are  those  developed  and  used  by  the  Committee  on  Water  Resources  Re- 
search of  the  Federal  Coimcil  for  Science  and  Technology,  Office  of  Science  and  Teclmology] 


Number  of  projects  proposed  by  research  categories 

Location  of  center  by  State 

I 

II 

III 

IV 

V 

VI 

VII 

VIII 

IX 

Total 

projects 

4 

1 

1 

6 

California  i - - 

3 

2 

1 

3 

1 

2 

12 

1 

2 

3 

2 

1 

2 

11 

Florida  i - 

3 

3 

1 

1 

1 

9 

1 

2 

1 

2 

6 

Iowa  1 - - 

Kansas  __  

2 

2 

2 

6 

Kentucky  - _ _ . 

1 

1 

1 

1 

1 

1 

6 

Louisiana  - - - - 

2 

3 

3 

6 

2 

16 

Maine  - 

1 

1 

4 

6 

Maryland  i - 

Massachusetts  - 

Minnesota  - - - 

4 

5 

2 

2 

13 

Mississippi  _ - - - - _ _ . 

2 

2 

4 

Nebraska  _ - 

2 

7 

4 

1 

14 

Nevada  i - 

New  Jersey - . . _ 

1 

1 

1 

1 

1 

5 

North  Carolina  2.  . . 

2 

8 

10 

11 

1 

3 

2 

37 

North  Dakota  2.. 

1 

1 

16 

5 

8 

1 

3 

4 

2 

41 

Oklahoma 

1 

2 

2 

4 

1 

10 

Oregon  1 

Pennsylvania  - - 

1 

1 

5 

1 

8 

Puerto  Rico  1 - 

Rhode  Island  . - 

3 

1 

1 

5 

South  Carolina - 

4 

2 

1 

1 

8 

South  Dakota  1 - 

Tennessee - - - - 

2 

2 

2 

1 

7 

Texas  - 

1 

1 

3 

1 

6 

Vermont.  - - - 

1 

1 

3 

5 

Virginia  

2 

2 

3 

1 

8 

West  Virginia..  . 

1 

1 

5 

1 

8 

Wisconsin 

1 

1 

2 

Wyoming 

1 

1 

Total..  . 

2 

31 

61 

31 

74 

4 

28 

22 

7 

260 

Percentage 

1 

12 

23 

12 

28 

2 

11 

8 

3 

100 

1 List  of  specific  projects  to  be  supported  by  Federal  allotment  not  available. 

2 Projects  to  be  initiated  first  are  not  specified. 

Categories  of  Water  Resources  Research 

1.  Nature  of  water. 

2.  Water  cycle,  including  precipitation;  snow,  ice,  and  permafrost;  evapora- 
tion and  transpiration ; streams  and  lakes ; ground  water  and  hydrogeology ; 
oceanic  influences,  and  forecasting. 

3.  Water  and  land  management,  including  water  movement  in  soils  ; water  and 
plants ; watershed  protection ; water-yield  improvement ; erosion  and  sedimen- 
tation ; upstream  flood  abatement ; irrigation,  and  drainage. 

4.  Development  and  control,  including  water  supply;  flood  control  (down- 
stream) ; hydropower;  navigation;  urban  and  industrial  water-use  problems; 
recreation ; flsh  and  wildlife ; estuarine  oceanography ; coastal  engineering. 

5.  Qualitative  aspects,  including  characterization  of  wastes  ; effects  of  pollution 
on  water  uses ; interactions  of  wastes ; disposal  of  waste  effluents ; surface  in- 
teractions ; effects  of  development  on  quality ; quality  characteristics,  and 
aqueous  solutions. 

6.  Reuse  and  separation,  including  saline-water  conversion;  advanced  waste 
treatment ; improved  treatment  of  wastes ; treatment  of  water,  and  use  of 
water  of  impaired  quality. 

7.  Economic  and  institutional  aspects,  including  role  of  water  in  growth ; 
economics  of  development  and  management ; economic  analysis  of  institutions ; 
area  appraisals. 
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8.  Engineering  systems,  including  design;  materials  and  construction,  opera- 
tion, and  maintenance. 

9.  Manpower  and  research  facilities,  including  education  and  training,  and 
research  facilities. 

STAFFING  INCREASES 

Mr.  Denton.  You  have  asked  for  12  new  positions.  Why  do  you 
ask  for  12  new  positions  in  the  second  supplemental  ? 

Mr.  Renne.  Because  it  is  a very  big  job  to  evaluate  each  of  these 
proposals  and  then  after  they  have  been  evaluated  to  carry  on  the 
correspondence.  Some  of  them  come  in  here  and  in  conference  we 
work  out  together  the  final  program  that  is  approved  for  that  center. 

These  allotments  take  a great  deal  more  time  than  just  one  individual 
matching  grant,  because  you  are  setting  up  a center  which  is  the  State 
focus  for  its  research  program  in  water  resources. 

NEED  FOR  FULL  ALLOTMENTS 

Mr.  Denton.  Why  do  you  need  the  full  amount  of  this  second  allot- 
ment if  there  will  only  be  about  3 months  left  in  the  fiscal  year  1965  by 
the  time  the  funds  are  available  ? 

Mr.  Renne.  You  mean  the  allotment  for  the  State  centers? 

Mr.  Denton.  Yes. 

Mr.^  Renne.  I would  not  want  to  speak  for  the  land-grant  uni- 
versities, Mr.  Chairman,  because  there  is  a committee  on  water  re- 
sources of  that  association  and  you  may  want  them  to  testify.  But 
there  is  always  a certain  amount  of  cranking  up  or  beginning  costs  and 
getting  the  staff  employed,  getting  graduate  students  underway, 
getting  the  council  or  executive  committee  for  the  institute  set  up, 
getting  projects  planned  for  full  participation  by  various  discipline 
areas,  et  cetera.  I think,  however,  you  may  want  to  talk  about  these 
matters  with  some  of  the  land-grant  university  and  State  institute 
people  about  whether  they  could  use  the  $75,000  allotments  efficiently 
during  the  remaining  month  of  fiscal  year  1965. 

There  are,  of  course,  many  expenses  in  getting  a center  underway 
that  do  not  recur  after  they  are  once  in  operation. 

PRINCIPAL  STAFF  POSITIONS 

Mr.  Denton.  Why  do  you  need  four  additional  supergrades  ? 

Mr.  Renne.  This  office  is  a very  small  office.  If  we  were  fully 
funded,  we  would  have  a total  of  20  people.  In  addition  to  the  Di- 
rector and  Associate  Director,  there  would  be  five  scientists,  six  sup- 
porting program  positions,  and  seven  administrative  and  clerical. 

In  other  words,  we  feel  with  a small  staff  we  need  knowledgeable, 
understanding  people,  not  very  many,  but  we  have  to  have  pretty  high 
quality  people. 

Mr.  Denton.  Percentagewise,  the  four  new  supergrades  are  very 
high. 

Mr.  Koop.  Are  the  super  grades  you  refer  to  at  grade  16  and  above? 

Mr.  Denton.  Yes. 

Mr.  Koop.  lYe  are  not  adding  any  more  16’s  and  above. 

Mr.  Denton.  You  have  four  old  ones. 

Mr.  Koop.  Yes ; we  have  four  on  board  now. 

Mr.  Denton.  That  is  a very  high  percentage. 
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Mr.  Kenne.  We  will  have  one  18,,  one  17,  two  16’s,  and  one  15. 

Mr.  Dentois^.  The  point  I am  trying  to  make  is  that  is  a rather  high 
ratio  for  20  employees  to  have  1 supergrades. 

Mr.  Eexne.  All  I can  say  is  that  you  are  not  going  to  get  this  kind 
of  evaluation  and  guiding  work  done  with  people  very  much  below 
the  15  and  11  level. 

I just  do  not  think  you  will  get  it. 

CONSULTANTS 

Mr.  Denton.  You  have  $20,000  for  intermittent  employees.  lYliat 
type  of  employment  is  this  ? 

Mr.  Eenne.  These  are  the  consultants  that  are  called  in  when 
there  are  specific  projects.  For  example,  we  use  consultants  to  help 
evaluate  these  programs.  We  feel,  by  the  way,  that  is  an  important 
means  of  eliminating  duplication,  because  our  office  is  subject  to  all 
the  limitations  of  a Federal  office.  But  when  you  get  consultants  in, 
from  different  areas  of  the  Yation,  these  mdividuals  have  different 
associations  and  are  in  touch  with  other  areas  in  their  particular 
fields.  We  found  that  going  around  the  table  in  discussing  a pro- 
posal, you  could  see  the  moment  it  got  near  their  field  of  specialization 
they  were  much  more  informed  and  able  to  give  the  explanations  and 
whether  there  was  duplication  and  whether  this  particular  proposal 
was  adequate  and  significant,  or  whether  it  was  digging  up  old  dirt 
that  had  already  been  worked  over. 

Yo  one  person  can  do  this  alone,  or  even  three  or  four  people.  We 
feel  that  the  consultants  are  very  useful. 

Mr.  Denton.  I believe  you  said  you  pay  them  $75  a day. 

Mr.  Renne.  Yes. 

Mr.  Denton.  What  do  you  do  about  the  travel  expenses  ? 

]Mr.  Renne.  We  pay  their  travel  expenses. 

Mr.  Denton.  You  pay  them  a per  diem,  too,  while  they  are 
traveling  ? 

Mr.  Renne.  $16. 

Mr.  Koop.  Yes,  sir;  we  do  pay  consultant  salary  and  the  $16  per 
diem  while  in  travel  status.  Actually  it  works  out  that  we  pay  con- 
sultant salary  for  only  part  of  the  travel  time.  For  example,  one  con- 
sultant leaves  from  Philadelphia  about  4 o’clock  in  the  morning  and, 
if  it  is  a 1-day  session,  comes  in  here  and  drives  home  at  night.  He 
gets  $75  although  he  spends  as  much  as  20  hours. 

Mr.  Denton.  Suppose  he  came  from  California  ? 

Mr.  Renne.  We  do  permit  them  to  charge  per  diem.  Usually  it  is 
a one-way  deal.  Another  consultant  is  a specific  example.  He  has  to 
leave  in  the  morning  to  get  here  by  evening.  However,  in  the  evening 
he  leaves  here  and  is  home  the  same  night. 

Mr.  Denton.  For  the  day  they  are  consulting  you  pay  them  $75. 

Mr.  Renne.  Yes. 

Mr.  Denton.  While  they  are  traveling  you  pay  the  travel  expenses 
and  per  diem. 

Mr.  Renne.  Yes,  sir. 

Mr.  Denton.  How  much  are  your  traveling  expenses  for  these 
intermittent  employees  ? 

Mr.  Koop.  Do  you  mean  per  trip  ? 
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Mr.  Denton.  No  ; your  budget. 

Mr.  Koop.  We  have  estimated  in  the  1966  budget  approximately 
$18,000. 

Mr.  Denton.  "What  do  you  have  in  the  supplemental  for  them? 

Mr.  Koop.  About  $2,000  additional  for  the  remainder  of  the  year. 

Mr.  Denton.  That  is  only  for  3 months. 

Mr.  Koop.  Yes,  sir;  if  such  funds  are  available  on  April  1. 

Mr.  Renne.  March,  April,  May,  and  June  would  mean  4 months. 

Mr.  Denton.  I believe  that  you  stated  that  each  one  of  the  States 
gets  $75,000  under  this  second  supplemental. 

Mr.  Renne.  Yes,  sir. 

Mr.  Denton.  Mrs.  Hansen  ? 

Mr.  Hansen.  I have  no  questions. 

Mr.  Denton.  Mr.  Marsh. 

Mr.  Maesh.  Pursuing  the  question  of  the  chairman  in  reference  to 
this  compensation  of  your  consultants,  assume  that  a consultant  left 
California  on  a MYdnesday  morning  and  you  conferred  with  him  on 
Thursday  and  he  went  back  on  Friday  morning,  how  much  would  he 
be  compensated  ? 

Mr.  Renne.  You  have  a specific  case  with  one  man  from  California. 

Mr.  Marsh.  'Would  you  pay  him  $75  for  MYdnesday,  Thursday, 
and  Friday  each  day  ? 

]Mr.  Koop.  No,  sir.  The  way  it  actually  works  out  is  that  they  can 
get  homepn  the  evening.  In  the  specific  example,  the  man  has  to  leave 
in  the  morning  from  California,  about  8 o’clock,  to  arrive  here  in 
Washington  about  5 o’clock  in  the  afternoon.  He  does  get  $75  for 
that  day.  In  each  case  he  has  been  here  he  has  returned  home  the 
evening  of  the  day  that  he  finished  his  business  here.  He  does  not  get 
any  additional  consulting  fee  for  time  spent  traveling  home. 

Mr.  Renne.  In  other  words,  he  would  get  the  day  he  traveled  to  us, 
the  day  or  2 days  he  was  in  consultation,  but  no  fee  beyond  that. 

Mr.  Marsh.  I see  what  you  mean.  The  last  day  he  is  here  is  paid 
and  if  he  travels  home  that  day,  he  just  gets  his  consultant  fee.  If 
it  takes  him  a day  to  get  here,  you  give  him  his  consulting  fee  for  the 
day  he  spends  traveling. 

Mr.  Koop.  Yes,  sir.  Our  staff  has  discussed  this  policy  and  we  think 
we  can  hardly  do  otherwise  because  these  are  highly  competent  pro- 
fessional men  who  are  giving  up  a day  of  their  time  to  travel  here  and 
we  could  hardly  ask  them  to  do  it  free. 

Mr.  Denton.  Thank  you  very  much,  gentlemen. 
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Monday,  February  15, 1965. 


Bureau  of  Indian  Affairs 
WITNESSES 

PHILLEO  NASH,  COMMISSIONEH 

FRED  H.  MASSEY,  ASSISTANT  COMMISSIONER,  ADMINISTRATION 
FRANCIS  WILES,  CHIEF,  BRANCH  OF  BUDGET,  DIVISION  OF  ADMIN- 
ISTRATION 

Kesources  Management 
Odject  classification 

[In  thousands  of  dollars] 


Personnel  compensation: 

11. 1 Permanent  positions 

11.  3 Positions  other  than  permanent 

11.  5 Other  personnel  compensation 

Total  personnel  compensation 

12. 0 Personnel  benefits 

21.  0 Travel  and  transportation  of  persons 

22.  0 Transportation  of  things 

23.  0 Rent,  communications,  and  utilities 

24. 0 Printing  and  reproduction 

25. 1 Other  services 

25.  2 Services  of  other  agencies 

26.  0 Supplies  and  materials 

31. 0 Equipment 

32.  0 Lands  and  structures 

33. 0 Investments  and  loans 

41. 0 Grants,  subsidies,  and  contributions 

42.  0 Insurance  claims  and  indemnities 

Subtotal 

Deduct  quarters 

Supplemental  required  for  pay  increases. 

99.  0 Total  obligations 


1965 

presently 

available 

1965 

revised 

estimate 

1965 

increase 

22, 937 
2,  424 
309 

22, 937 
2, 424 
459 

150 

25, 670 
2,  058 
1,547 
1,028 
801 
35 
2,  417 
600 
4, 281 
1,613 
138 
30 
1,  475 
3 

25, 820 
2,  062 
1,552 
1,  028 
806 
35 
2, 530 
600 
4,311 
1,  613 
138 
30 
1,475 
3 

150 

4 

5 

5 

113 

30 

! 

1 

41, 696 
-582 
-724 

42, 003 
-582 

307 

+724 

40, 390 

41,  421 

1,031 

Personnel  surnrnary 


1965 

presently 

available 

1965  revised 
estimate 

1965 

increase 

Total  number  of  permanent  positions 

3,547 
410 
3,  603 
3,332 
930 
7. 1 
$6,  871 
$5,  298 

3, 547 
410 
3,  603 
3. 332 
930 
7.1  1 
$6,871 
$5,298 

1 

Full-time  equivalent  of  other  positions 

Average  number  of  all  emplovees 

Employees  in  permanent  positions,  end  of  year.  

Emplovees  in  other  positions,  end  of  year. ... 

Average  GS  grade 

— 

Average  GS  salary . . _. 

Average  salarv  of  ungraded  positions 

614 


Program  and  financing 
[In  thousands  of  dollars] 


1965  presently 
available 

1965  revised 
estimate 

1965  increase 

Program  by  activities : 

5,  249 
140 

6,  479 

5,  538 
3,  614 

326 

6,  743 
11,811 

1,  316 

1 

5,249 
447 
6, 479 
5,  538 
3,614 
326 
6,743 
11,811 

1,316 

2.  Fires  suppression  . __ 

+307 

3.  Agricultural  and  industrial  assistance . 

5.  Maintenance  of  roads.  ..  . _ 

6.  Development  of  Indian  arts  and  crafts 

7.  Management  of  Indian  trust  property..  

8.  Repair  and  maintenance  of  buildings  and  utilities  ..  .. 

9.  Operation,  repair,  and  maintenance  of  India  irrigation 

systems  . ..  . .....  

Total  program  costs ..  ..  ... 

Unfunded  adjustment  to  total  operating  costs:  Property  or 
services  transferred  in  without  charge,  net  (—I 

Total  program  costs,  funded  

41,  216 
-102 

41,  523 
-102 

+307 

41, 114 
-724 

41, 421 

+307 

+724 

Supplemental  required  for  pay  increases 

10  Total  obhgations  . 

40,  390 

41,421 

+1,  031 

New  obhgational  authority: 

43  Appropriation  ..  . . . .....  

40,  390 
40,  390 

41,  421 
41,  421 

1,  031 
+1,  031 

Relation  of  obligations  to  expenditures: 

10  Total  obhgations  ..  ..  

71  Total  obhgations  (affecting  expenditures) 

72  Obligated  balance,  start  of  year . . 

74  Obhgated  balance,  end  of  year  (—) 

90  Expenditures  excluding  pay  increase  supplemental 

91  Expenditures  from  civihan  pay  increase  supplemental. 

40,  390 
5,  993 
-7,  020 

41,  421 
7,  020 
-8, 150 

+1,  031 
+1,  027 
-1, 130 

39,  363 

39,  620 
671 

+257 

+671 

FIEE  SUPPRESSION 

Mr.  Denton.  $1,031,000  is  requested  for  the  Bureau  of  Indian  Af- 
fairs for  a supplemental  appropriation.  We  shall  insert  in  the  record 
the  item  for  hlouse  Document  80,  the  justification  and  the  general  state- 
ment. 

( The  matter  referred  to  follows : ) 

“Bureau  of  Indian  Affairs 
“resources  management 

“For  an  additional  amount  for  ‘Resources  management’,  $1,031,000.” 

This  proposed  supplemental  appropriation  includes  $307,000  to  cover  fire  sup- 
pression costs  incurred  through  December  31,  1964,  and  such  anticipated  costs 
for  the  remainder  of  the  current  fiscal  year.  The  balance,  $724,000  is  to  cover 
the  cost  of  pay  increases  under  Public  Law  88-426. 

The  appropriation  was  apportioned  pursuant  to  section  3679  of  the  Revised 
Statutes,  as  amended  (31  U.S.C.  665),  on  a basis  which  indicates  a necessity  for 
a supplemental  appropriation  for  these  purposes.  This  action  was  reported  to 
the  Congress  by  the  Director  of  the  Bureau  of  the  Budget  on  September  29, 
1964. 

(H.  Doc.  80) 

Resources  management 


Request  (for  3 months  from  Apr.  1,  1965) $1,  031,  000 

Appropriation  to  date $40,  390,  000 

Obligations  to  Dec.  31,  1964__ $22, 164,  302 

Expenditures  to  Dec.  31,  1964 $17,  474,  483 

Budget  estimate  next  fiscal  year $42,  956,  000 

Employment : 

Average  number,  current  appropriation 3,  603 

Number  involved  this  estimate 


Acutal  employment,  December  1964 3,  762 
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PURPOSE  AND  NEED  FOR  SUPPLEMENTAL  FUNDS 

The  Bureau  of  Indian  Affairs  received  an  appropriation  of  $140,000  in  fiscal 
year  1965  for  fire  suppression.  The  obligations  for  the  period  July  1 to  Decem- 
ber 31,  1964,  are  $291,440.  This  estimate  provides  $307,000  for  fire  suppression 
which  will  enable  the  Bureau  to  process  requests  for  the  suppression  of  fires 
and  to  meet  fire  suppression  cost  for  the  remainder  of  fiscal  year  1965. 

This  estimate  also  includes  a request  of  $724,000  for  increased  pay  costs 
authorized  by  Public  Law  88^26  (78  Stat.  400).  The  total  amount  required 
by  ‘‘Resources  management”  appropriation  for  increased  pay  costs  is  $848,000 
of  which  $124,000  is  being  absorbed,  leaving  a balance  of  $724,000. 

JUSTIFICATION 

2.  Fire  suppression,  $307,000 

The  estimate  of  $307,000  is  requested  to  cover  the  cost  of  suppression  and 
emergency  prevention  of  fires  on  or  threatening  forest  and  range  lands  of  Indian 
reservations.  Obligations  through  December  31,  1964,  for  fire  suppression 
amounts  to  $291,440  or  $151,440  in  excess  of  the  $140,000  appropriated  in  fiscal 
year  1965  for  this  purpose.  The  difference  of  $155,560  between  the  overobliga- 
tion of  $151,440  and  the  $307,000  request  will  be  used  to  meet  fire  suppression 
cost  for  the  remainder  of  fiscal  year  1965. 

Obligations  for  the  “Fire  suppression”  activity  for  the  period  January  1 to 
June  30  for  the  past  5 years  are  as  follows  : 


Fiscal  vear : Obligation 

196^ $109,635 

1961  196,  717 

1962  150,  126 

1963  128,  528 

1964  193,  028 


Average  for  5-year  period 155,  606 


Pay  increase  costs,  $724,000 

The  estimate  of  $724,000  is  requested  to  cover  pay  increased  costs  authorized 
by  Public  Law  88-426  (78  Stat,  400).  The  total  amount  required  by  “Resources 
management”  appropriation  for  increased  pay  costs  is  $848,000,  of  which  $124,000 
is  being  absorbed,  leaving  a balance  of  $724,000. 

To  absorb  any  additional  amount  of  the  funds  needed  for  increased  pay  costs 
would  result  in  a corresponding  reduction  in  services  provided.  The  costs  of 
material  supplies,  equipment,  and  other  outside  services  used  in  connection  with 
this  appropriation  have  been  rising  steadily  and  have  been  absorbed.  Pay  in- 
creases allowed  wage  board  employees  have  also  been  absorbed.  Each  time,  it 
is  necessary  to  absorb  these  increased  costs,  there  is  a resulting  reduction  in 
program. 
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Consolidated  schedule  of  personnel  compensation  paid  from  Bureau  of  Indian  Affairs, 
general  and  special  accounts— Detail  of  personnel  compensation 


1965  presently 
available 

1965  revised 
estimate 

Increase  (+)  or 
decrease  (— ) 

Number 

Total 

salary 

Number 

Total 

salary 

Number 

Total 

salary 

No  change  in  permanent  positions; 
Net  permanent  (average  num- 
ber, net  salary) - - 

12, 533.  7 

$81, 988, 981 

-670,  000 

4,  923,  250 
793,  663 
6, 844, 196 

1,  235,  408 
249,  985 
931,  757 

12, 533.  7 

$81, 988, 981 

Supplemental  required  for  pay- 
increases  for  resources  man- 
agement   

-f$670, 000 

Positions  other  than  permanent: 
Temporary 

4,  923,  250 
793,  663 
6, 844, 196 

1,  250,  408 
249,  985 
931,  757 

135, 000 

Part  time --  _ 

Intermittent  __ 

Other  personnel  compensation: 
Overtime  and  holiday  pay._ 
Night  work  diSerential 

-f  15,  000 

Post  differential-  

Compensation  of  casual 
workers - 

-f-135,  000 

Total  personnel  com- 
pensation  

96,  297,  240 

97, 117,  240 

-f 820,  000 

Salaries  and  wages  in  the  foregoing 
schedules  are  distributed  as 
follows; 

Rpt:Anrr>p<?  mnnnvp.mRTlt 

25,  669, 922 
70,  627,318 

26,  489,  922 
70,  627, 318 

q-820,  000 

No  change  in  other  accounts 

Statement  on  Supplemental  Appropeiation  Request  for  the  Fiscal  Year  1965 

Mr.  Chairman  and  members  of  the  committee,  the  Bureau  of  Indian  Aifairs 
is  requesting  $1,031,000  in  supplemental  funds  for  fiscal  year  1965. 

The  amount  requested  includes  $307,000  to  pay  expenses  incurred  because 
of  forest  or  range  fires.  Obligations  through  December  31,  1964,  for  fire  suppres- 
sion were  $291,440,  or  $151,440  over  the  $140,000  appropriated  in  1965  for  this 
purpose.  The  average  fire  suppression  costs  for  the  last  6 months  of  the  fiscal 
year  over  a 5-year  period  have  been  $155,606. 

The  request  also  includes  $724,000  for  increased  pay  costs  authorized  by 
Public  Law  88-426  (78  Stat.  400).  The  total  amount  required  by  “Resources 
management”  appropriation  for  increased  pay  costs  is  $848,000  of  which  $124,000 
is  being  absorbed,  leaving  a balance  of  $724,000. 

INCKEASE  BECAETSE  OF  FOREST  OR  RANGE  FIRES 

]Mr.  Denton.  You  are  requestin,g^  $307,000  for  paying  costs  incurred 
because  of  forest  or  range  fires.  Explain  for  the  committee  how  you 
arrived  at  the  amount  of  this  request. 

Mr.  Nash.  Yes,  sir;  this  $307,000  consists  of  two  items.  One  is 
what  the  excess  of  what  we  have  spent  up  to  the  end  of  the  calendar 
year  over  the  standard  pro  forma  amount  of  $140,000,  which  is  appro- 
priated every  year  and  then  the  balance  of  that  is  the  average  of  the 
5 years  experience  in  the  last  6 months  of  the  fiscal  years  for  fire 
suppression,  which  gives  us  $307,000. 

INCREASED  PAY  COSTS 

Mr.  Denton.  Your  request  also  includes  $724,000  for  increased 
pay  costs,  authorized  by  Public  Law  88-426.  You  have  computed 
the  total  increased  pay  costs  as  $848,000,  of  which  $124,000  is  being 
absorbed,  leaving  a balance  of  $724,000.  Why  is  $124,000  the  maxi- 
mum amount  you  could  absorb  in  this  increased  cost  ? 
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Mr.  Nash.  Well,  Mr.  Chairman,  the  only  way  we  can  absorb  these 
increased  pay  costs  is  by  reducing  programs  that  have  previously  been 
authorized.  We  feel  that  $124,000  is  the  most  we  can  absorb  under 
the  resources  management  appropriations  without  a serious  disrup- 
tion of  programs. 

OVERTIME  COSTS  IH  19  64 

j\Ir.  Denton.  Wliat  was  the  overtime  cost  for  1964  ? 

Mr.  Massey.  For  fiscal  year  1964  we  obligated  $1,534,962  for  over- 
time and  holiday  pay. 

Mr.  Denton.  1>11  us  why  the  large  amount  of  overtime  is  necessary. 

Mr.  Wiles.  On  fire  suppression,  when  we  have  a fire  on  the  reserva- 
tion, we  use  all  or  most  of  the  people  at  the  agency,  the  roads  people, 
the  roads  equipment,  and  so  forth.  The  normal  8-hour  day  is  cliargecl 
to  the  activity  the  person  works  for,  but  if  he  has  to  work  through  the 
night  and  the  next  night  on  the  fire,  the  overtime  then  is  charged  to 
fire  suppression. 

CONTROLS  FOR  LIMITING  OVERTIME 

Mr.  Denton.  All  right. 

What  controls  do  you  liave  to  keep  overtime  at  a reasonable  and 
practical  limit  ? 

Mr.  Nash.  As  far  as  firefighting  is  concerned,  we  don’t  have  any; 
we  can’t  have.  But  as  far  as  the  rest  of  it  is  concerned,  we,  of  course, 
try  to  hold  it  down,  but  in  line  with  Congressman  Eeifel’s  question,  we 
are  looking  after  children  24  hours  a day  and  doing  it  in  some  cases 
with  inadequate  help  and  supervision,  and  we  do  have  a lot  of  over- 
time. We  have  recently  been  sued  for  uncompensated  overtime. 

Mr.  Denton.  But  you  have  people  for  instance  in  the  boarding 
schools  who  work  at  different  times  ? 

Mr.  Nash.  Yes,  and  we  don’t  have  a hundred-percent  coverage  and 
they  put  in  a lot  of  time  and  some  of  them  think  they  ought  to  be  paid 
for  it,  when  they  are  not. 

PERMANENT  POSITION  VACANCIES 

Mr.  Denton.  Would  you  please  list  in  the  record  the  number  of 
vacancies  you  have  in  permanent  positions  as  of  January  31,  1965  ? 

(The  information  follows:) 

There  were  l,3o9  vacant  positions  as  of  January  31,  1965.  These  vacant  po- 
sitions were  against  positions  authorized  under  annual  definite  appropriations, 
which  are  included  in  the  Interior  Department  and  related  agencies  appropriation 
act,  permanent  appropriations,  tribal  funds,  trust  funds,  and  allocations  from 
other  agencies. 

Mr.  Denton.  Now  are  there  any  other  questions  ? 

(No  response.) 
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Tuesday,  February  16,  1965. 


National  Park  Service 

WITNESSES 

GEORGE  B.  HARTZOG,  JR.,  DIRECTOR 

CLARENCE  P.  MONTGOMERY,  ASSISTANT  DIRECTOR 

HOWARD  W.  BAKER,  ASSISTANT  DIRECTOR 

Management  and  Protection 

Ohject  classification 


[In  thousands  of  dollars] 


1965 

presently 

available 

1965 

revised 

estimate 

1965 

increase 

Personnel  compensation: 

11. 1 Permanent  positions  

18, 009 
3, 010 
537 

j 

18,009  ' 
3,040  i 
637  j 

11.3  Positions  other  than  permanent 

11.  5 Other  personnel  compensation 

30 

100 

Total  personnel  compensation 

21,  556 
1,877 
680 
265 
915 
365 
1, 450 
47 
1,298 
1,254 
155 
-632 

21,686 
1,882  1 
695 
269 
937 
365 
1,485 
58 
1,331 
1,264 
155 

130 

5 

15 

4 

22 

12.0  Personnel  benefits 

21.  0 Travel  and  transportation  of  persons 

22.0  Transportation  of  things  

23.  0 Rent,  communications,  and  utilities 

24.  0 Printing  and  reproduction  

25. 1 Other  services  

I 35 

33 

10 

632 

25.2  Services  of  other  agencies .. 

26.  0 Supplies  and  materials 

31. 0 Equipment 

41.  0 Grants,  subsidies,  and  contributions 

Supplemental  required  for  pay  increases 

99.  0 Total  obligations 

29,  230 

30, 127 

897 

Personnel  summary 

1965 

presently 

available 

1965 

revised 

estimate 

1965 

increase 

Total  number  of  permanent  positions. ..  

2, 479 
678 
3,  012 

2,  479 
684 

3,  018 

Full-time  equivalent  of  other  positions 

Average  number  of  all  employees . _ 

6 

6 
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Program  and  financing 

[In  thousands  of  dollars] 


Program  by  activities: 

1.  Management  of  park  and  other  areas 

2.  Forestry  and  fire  control 

3.  Soil  and  moisture  conservation 

4.  Park  and  recreation  programs 

5.  Concessions  management 

Total  program  costs,  funded 

Supplemental  required  for  pay  increases 

10  Total  obligations 

Financing:  New  obligati  onal  authority  (appropriation) 

New  obligational  authority: 

40  Appropriation 

40  Supplemental  appropriation 

Relation  of  obligations  to  expenditures: 

71  Total  obligations  (affecting  expenditures) 

72  Obligated  balance,  start  of  year 

74  Obligated  balance,  end  of  year  (— ) 

90  Expenditures  excluding  pay  increase  supple- 

mental  

91  Expenditures  from  civihan  pay  increase  supplemental. 


1965 

presently 

available 


24, 633 
1,533 
205 
2, 957 
534 


29, 862 
-632 


29, 230 
29,230  j 

29. 075 
155 


29, 230 
3,469 
-4,307 


28,392  j 


1965 

revised 

estimate 


1965 

increase  (-[-) 
or 


decrease  (— ) 


24, 633 
1,798 
205 
2, 957 
534 


+265 


30, 127 


+265 

+632 


30, 127  +897 

30, 127  +897 


30, 127 


+897 


30, 127  897 

3,469  

-4, 346  -39 


28, 642  250 

608  j 608 

1 


FORESTRY  AND  FIRE  CONTROL 

Mr.  Denton.  $897,000  is  requested  for  the  National  Park  Service. 
We  will  insert  in  the  record  the  item  from  Plouse  Document  80,  the 
justification  and  the  general  statement. 

(The  matter  referred  to  follows :) 

“National  Park  Service 
“management  and  protection 

“For  an  additional  amount  for  ‘Management  and  protection’,  including  not  to 
exceed  $15,000  for  travel  and  transportation  of  persons,  $897,000.” 

This  proposed  supplemental  appropriation  includes  $265,000  to  cover  emergency 
fire  suppression  expenses  incurred  during  the  summer  of  1964  and  to  meet  such 
anticipated  expenses  for  the  remainder  of  the  current  fiscal  year.  In  addition, 
$632,000  is  to  cover  the  cost  of  pay  increases  under  Public  Laws  88-426  and 
88-575. 

The  appropriation  was  apportioned  pursuant  to  section  3679  of  the  Revised 
Statutes  as  amended  (31  U.S.C.  665),  on  a basis  which  indicated  a necessity  for 
a supplemental  appropriation  for  these  purposes.  This  action  was  reported  to 
the  Congress  by  the  Director  of  the  Bureau  of  the  Budget  on  September  29,  1964. 

(H.  Doc.  80) 

National  Park  Service 


Request  (for  4 months  from  Mar.  1,  1965) $897,000 

Appropriation  to  date $29,  230,  000 

Obligations  to  Dec.  31,  1964 $1.5,  463,  763 

Expenditures  to  Dec.  31,  1964 $13,  209,  304 

Budget  estimate  next  fiscal  year $33,  215,  000 

Employment : 

Average  number,  current  appropriation 3,  012 

Number  involved  this  estimate 6 

Actual  employment  Dec.  31,  1964 2.  306 


44-864—65 40 
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PURPOSE  AND  NEED  FOR  SUPPLEMENTAL  FUNDS 

The  estimate  of  $897,000  if  for  pay  increase  costs  in  the  amount  of  $032,000 
and  $265,000  to  supplement  the  $100,000  presently  available  for  the  1965  fiscal 
year  for  forest  fire  suppression  and  emergency  presuppression.  The  cost  of  fire 
suppression  and  emergency  presuppression  through  December  1964  exceeds  $240,- 
000.  Based  on  the  costs  already  incurred,  and  past  experience  concerning  those 
costs  which  are  expected  to  be  incurred  during  the  remainder  of  the  fiscal  year, 
it  is  estimated  that  total  costs  for  the  1965  fiscal  year  will  exceed  $365,000.  The 
amount  requested  in  this  estimate  cannot  be  absorbed  without  seriously  curtail- 
ing regular  program  functions. 

JUSTIFICATION 

Management  and  proteetioji,  $265,000 

Emergency  fire  suppression. — A supplemental  appropriation  of  $265,000  is  re- 
quired to  cover  the  cost  of  forest  fire  suppression  and  emergency  fire  presuppres- 
sion in  the  parks.  Costs  incurred  through  December  1964,  for  this  purpose  to- 
gether with  those  estimated  for  the  remainder  of  the  year,  will  approximate 
$365,000.  This  estimate  is  based  on  the  assumption  that  costs  to  be  incurred 
during  the  remainder  of  the  year  will  be  comparable  to  those  incurred  during 
the  same  period  in  prior  years.  The  following  tabulation  shows  the  basis  for 
the  estimate : 


Obligations  incurred,  July-December  1964 $245,  000 

Estimated  costs,  balance  of  year 120,  000 

Total 365,  000 

Deduct  amount  appropriated  for  1965 100,  000 

Balance  and  estimated  deficiency,  forest  fire  suppression 265,  000 


Increased  pay  costs,  $682,000. — The  amount  of  $632,000  is  requested  to  cover 
part  of  the  cost  of  pay  increases  for  classified  employees  and  U.S.  Park  Police 
and  of  the  total  amount  requested,  $503,000  is  for  salary  increases  and  related 
costs,  pursuant  to  Public  Law  88-426,  Government  Employees  Salary  Reform 
Act  of  1964  and  $129,000  pursuant  to  Public  Law  88-575  which  provides  for 
increases  in  pay  for  the  U.S.  Park  Police,  effective  July  5,  1964. 

The  pay  increase  costs  for  classified  employees  were  computed  for  the  budgeted 
positions  scheduled  for  the  1965  fiscal  year  by  a comparison  of  the  new  pay 
scales  with  those  in  effect  prior  to  the  pay  increase,  plus  the  retirement  con- 
tributions and  other  related  employee  benefits  increases  effected  by  the  change 
in  salary  rates,  offset  for  lapses  due  to  normal  turnover  in  filling  existing 
authorized  positions,  plus  the  applicable  amount  for  seasonale  classified  em- 
ployees estimated  to  be  employed  next  spring.  Computations  were  based  on 
the  total  number  of  positions  in  the  various  grade  levels  scheduled  for  the  1965 
fiscal  year.  The  same  method  was  applied  in  computing  the  additional  pay 
increase  costs  for  the  U.S.  Park  Police  except  that  the  increment  for  retirement 
contributions  and  other  related  employee  b'enefit  costs  for  the  Park  Police  is 
greater  than  for  employees  under  civil  service  retirement  coverage. 

This  request  for  $6.32,000  contemplates  the  absorption  of  approximately  40 
percent  of  the  salary  increase  costs ; namely,  $398,000  of  the  total  of  $1,030,000 
which  was  the  estimated  cost  under  this  appropriation  item.  To  absorb  any 
additional  amount  would  seriously  depress  authorized  and  going  programs.  The 
parks  are  faced  with  heavy  increases  in  fund  requirements  for  operating  new 
Mission  66  facilities  and  operating  costs  brought  about  by  increased  visitor  use 
and  extension  of  the  visitor  season,  including  increased  costs  of  supplies,  ma- 
terials, equipment,  communications,  etc.  In  addition,  some  fund  requirements 
to  meet  initial  costs  of  partial  activation  of  new  park  areas  are  being  absorbed 
within  the  available  1965  fiscal  year  funds,  as  reflected  in  the  1966  budget  for  the 
Service.  These  increased  fund  requirements  preclude  the  accomplishment  of  as 
much  under  these  programs  as  should  be  accomplished  at  a time  when  a number 
of  newly  authorized  park  areas  are  being  activated. 

The  absorption  of  any  portion  of  the  fire  costs,  or  of  any  additional  amount 
of  the  increased  pay  costs,  would,  therefore,  make  it  necessary  to  retrench  in 
park  protection,  interpretive  and  related  programs  during  the  coming  travel 
season.  This  would  hav'e  to  be  done  in  the  face  of  the  continuing  increase  in 
visitor  workload,  the  need  for  additional  funds  to  operate  new  Mission  66 
facilities,  and  the  requirements  for  initiating  operations  at  new  park  areas. 
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Consolidated  schedule  of  personnel  compensation  paid  from  funds  available  to  the 
National  Park  Service — Detail  of  personnel  compensation 


1965  presently 
available 

1965  revised 
estimate 

1965  increase 

Num- 

ber 

Total 

salary 

Num- 

ber 

Total 

salary 

Num- 

ber 

Total 

salary 

No  change  in  pennanent  positions: 

5, 551.0 

$40, 706,  767 
145, 000 
-3,  376,  257 

—15,168 
73,  658 

5, 551. 0 

$40, 706, 767 
145,  000 
-3,  376, 257 

-15, 168 
73, 658 

Lapses 

-428. 1 

-428. 1 

Net  savings  due  to  lower  pay  scales 
for  part  of  vear 

Portion  of  salaries  carried  in  other 
position  schedules  paid  from  this 
account 

15.1 

15.1 

Net  permanent  (average  number, 
net  salary)  . - 

5, 138.  0 

37, 534,  000 

7, 224, 000 
100,  000 
3, 100,  000 

864, 000 

83.000 

51. 000 

5, 138. 0 

37,  534,  000 

7,  224,  000 
100,  000 
3, 130, 000 

964,  000 
83,  000 
51,  000 

Positions  other  than  permanent: 

Temporary  employment - 

Part-time  employment 

intermittent  empln^nnent 

$30, 000 
100, 000 

Other  personnel  compensation: 

Overtime  and  holiday  pay - 

Nightwork  differential  - 

Cost-of-living  allowances  - 

Total  personnel  compensation 

Salaries  and  wages  in  the  foregoing  sched- 
ule are  distributed  as  follows: 
Management  and  protection 

48, 956, 000 

49,  086,  000 

130, 000 

21,  556, 000 
27, 400, 000 

21,  686, 000 
27,400, 000 

130,  000 

N 0 change  in  other  accounts 

Geneeal  Statement 

Mr.  Chairman  and  members  of  the  committee,  the  supplemental  estimates  of 
the  National  Park  Service  now  under  consideration  represent  additional  needs 
brought  about  by  forest  fires,  payment  of  pay  cost  increases  for  classified  em- 
ployees and  for  the  U.S.  Park  Police,  effective  as  of  July  5,  1964.  These  addi- 
tional requirements  have  caused  expenditures  to  be  incurred  which  could  not  be 
anticipated  at  the  time  the  estimates  for  the  1965  fiscal  year  were  formulated. 
I am  pleased  to  have  this  opportunity  to  discuss  these  requirements  with  the 
committee. 

SUMMAKY  OF  ESTIMATES 

The  estimates  total  $897,000  of  which  $265,000  is  to  meet  forest  fire  suppres- 
sion costs  and  the  remainder  of  $632,000  is  to  meet  part  of  the  pay  increase  costs 
resulting  from  the  enactment  of  Public  Laws  88-426  and  88-575  during  the  2d 
session  of  the  88th  Congress.  The  supplemental  funds  requested  are  all  under  the 
‘“Management  and  protection”  appropriation. 

FOKEST  FIEE  SUPPEESSION  COSTS 

The  sum  of  $100,000  was  provided  in  the  1965  appropriation  for  forest  fire  sup- 
pression and  presuppression.  Fire  suppression  and  presuppression  costs  incurred 
through  December  exceeded  $245,000.  The  supplemental  estimate  of  $265,000 
under  consideration  provides  for  increasing  the  $100,000  which  was  included  in 
the  1965  appropriation  by  the  amount  needed  to  cover  obligations  already  in- 
curred plus  approximately  $120,000  to  meet  estimated  costs  for  the  remainder  of 
the  1965  fiscal  year. 

SALARY  INCREASE  COSTS 

Public  Laws  88-426  and  88-575,  approved  August  14  and  September  3,  1964, 
respectively,  provided  for  a salary  increase  for  classified  employees  and  U.S. 
Park  Police.  Increased  costs  under  the  “Management  and  protection”  appro- 
priation for  1965  which  result  from  the  salary  increases  were  estimated  to  total 
$1,030,000  for  the  classified  employees  (including  $130,000  for  the  U.S.  Park 
Police)  of  which  almost  40  percent  ($398,000)  is  being  absorbed.  The  remainder 
of  the  annual  cost  of  the  pay  increases,  $632,000  including  $129,000  for  the  U.S. 
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Park  Police,  is  requested  in  this  estimate.  Salary  increase  costs  to  the  Service, 
under  the  “Maintenance”  and  “Construction”  appropriations  are  being  absorbed 
in  full. 

We  urge  that  you  give  favorable  consideration  to  these  requests  for  supple- 
mental funds. 

FIRE  suppression  AND  PRESUPPRESSION  COSTS 

Mr.  Denton.  How  did  you  arrive  at  the  smn  of  $120,000,  the  esti- 
mated cost  for  fire  suppression  for  the  remainder  of  the  1965  fiscal 
year  ? 

Mr.  Baker.  This  is  our  best  estimate  which  is  based  in  part  on  our 
experience  during  past  years. 

]\Ir.  Denton.  That  is  for  the  next  3 months  ? 

Mr.  Baker.  No ; it  would  be  for  the  second  half  of  the  fiscal  year. 
We  have  expended  about  $245,000  in  the  first  6 months. 

CLASSIFIED  PAY  INCREASE  COSTS 

Mr.  Denton.  How  did  you  achieve  the  absorption  of  $398,000  of 
the  pay  increase  ? 

Mr.  Montgomery.  It  has  been  brought  about,  Mr.  Chairman,  mainly 
through  not  filling  some  of  our  vacant  positions,  and  through  the  re- 
alinement  of  positions  mentioned  earlier  in  which  positions  have  been 
abolished  in  some  areas  and  new  ones  established  in  other  areas.  There 
were  timelags  between  the  two  actions.  Essentially  that  is  the  way 
the  savings  have  come  about. 

Mr.  Denton.  Is  that  the  maximum  amoimt  you  can  absorb  ? 

Mr.  Montgomery.  Yes,  sir;  we  think  it  is  the  maximum  we  can  ab- 
sorb without  very  seriously  hurting  our  program. 

NUMBER  OF  VACANT  POSITIONS 

Mr.  Denton.  How  many  vacant  positions  did  joii  have  as  of  Janu- 
ary 31,  1965  ? 

Mr.  Montgomery.  There  were  169  vacancies  as  of  January  31, 
which  was  4 less  than  the  number  vacant  at  the  end  of  the  previous 
month. 

COST  OF  OVERTIME 

Mr.  Denton.  For  other  than  firefightmg,  how  much  have  you 
budgeted  in  1965  for  overtime  work  for  permanent  positions? 

Mr.  Hartzog.  May  we  supply  that  for  the  record  ? 

Mr.  Denton.  All  right. 

OVERTIME 

Mr.  Denton.  How  much  of  this  overtime  have  you  paid  through 
January  1,  1965  ? 

Mr.  Montgomera".  We  would  like  to  get  that  information  and  put 
it  in  the  record  along  with  the  information  on  the  amount  budgeted 
for  that  purpose. 

Mt.  Denton.  All  right. 

(The  information  follows:) 
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Overtune  budgeted  in  1965  fiscal  year  and  expended,  July  through  December 
1964,  under  ''Management  and  protection''  appropriati07i 


Estimated  amount  in  budget ; 

Permanent  positions $200,  000 

Other  than  permanent  positions 125,  000 


Estimated  total 325,  000 


Estimated  amount  expended  during  July  to  December  1964: 

Permanent  positions 120,  000 

Other  than  permanent  positions 60, 000 


Estimated  total 180,  000 


The  amounts  shown  as  budgeted  are  exclusive  of  fire  suppression  funds  as 
well  as  premium  pay  other  than  overtime,  such  as  holiday  pay,  nightwork  dif- 
ferential, and  cost-of-living  allowances,  which  are  all  Included  in  the  item  “Other 
personnel  compensation”  as  shown  on  the  objec-t  classification  schedule  in  the 
budget.  The  amounts  shown  as  expended  include  fire  suppression  costs  but 
exclude  the  estimated  amounts  for  premium  pay  other  than  overtime.  Account- 
ing records  are  not  kept  in  suflicient  detail  to  provide  an  exact  breakout  of  the 
several  components  of  premium  pay,  or  the  separation  of  premium  pay  between 
appropriation  activities  and  subactivities ; between  “Permanent”  and  “Other”  ; 
etc.  The  above  data  necessarily  is  an  estimate  derived  from  an  analysis  of 
available  program  and  accounting  information. 

In  connection  with  consideration  of  premium  pay  costs,  it  should  be  pointed 
out  that  personnel  of  the  Service  contribute  without  compensation  a great 
amount  of  extra  duty  in  their  efforts  to  provide  more  adequate  service  for  park 
visitors  and  for  the  benefit  of  overall  management. 

Mr.  Denton.  Are  there  any  questions  from  members  of  the  com- 
mittee ? 

(No  response.) 

Mr.  Denton.  Thank  you.  That  is  all. 
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Tuesday,  March  25.  1965. 

Bureau  of  Land  Management 

WITNESSES 

JAMES  BEIRNE,  ASSISTANT  DIRECTOR,  ADMINISTRATION 
ROBERT  WOLF,  ASSISTANT  TO  THE  DIRECTOR 
MARK  WELT,  CHIEF,  DIVISION  OF  FINANCIAL  MANAGEMENT 
JOHN  DAWSON,  BUDGET  OFFICER 


Management  op  Lands  and  Kesources 


Object  classification 

[In  thousands  of  dollars] 


11.1 

11.3 

11.4 

11.5 


12.0 

21.0 

22.0 

23.0 

24.0 

25.1 


26.0 

31.0 


95.0 

99.0 


Presently 

available, 


Revised  Increase  (+) 
estimate,  or 


1965 


1965 


decrease  (— ) 


Personnel  compensation; 

Permanent  positions 

Positions  other  than  permanent 

Special  personal  service  paj^ents 

Other  persormel  compensation 

Total  personnel  compensation 

Personnel  benefits 

Travel  and  transportation  of  persons... 

Transportation  of  things 

Rent,  communications,  and  utilities. -- 

Printing  and  reproduction 

Other  services 

Services  of  other  agencies 

Supplies  and  materials 

Equipment 

Supplemental  required  for  pay  increase 

Subtotal 


23,104 
3, 441 
250 
880 


23,104  

3 441  

1 800  +1.550 

1, 030  +150 


27,  675 


29, 375 


+1,700 


2, 125 

2,185 

2,  700 

3, 045 

1,100 

1,195 

874 

899 

330 

330 

7,164 

7,  714 

116 

141 

3,400 

3,  700 

1,655 

-750 

1,755 

46,389 


50,339 


+60 

+345 

+95 

+25 


+550 

+25 

+300 

+100 

+750 


+3, 950 


Quarters  and  subsistance  charges. 
Total  obligations 


-43 


-43 


46, 346 


50, 296 


+3. 950 


Personnel  summary 


Presently 

available, 

1965 

Revised 

estimate 

1965 

Increase  (+) 
or 

decrease  (— ) 

Total  number  of  permanent  positions 

3, 162 
738 

3, 162 
1,043 
4,021 

Full-time  equivalent  of  other  positions 

+305 

Average  number  of  all  employees  

3,  716 

+305 
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Program  and  financing 

[In  thousands  of  dollars] 


Presently 

available, 

I fiscal  vear 
1 1965 

Revised 

estimate, 

1955 

; Increase  (+) 
! or 

i decrease  (— ) 

Program  by  activities: 

6.  Fire  suppression 

All  other  activities • 

Supplemental  required  for  pay  increases 

i 

Total  costs,  obligations 

Financing: 

New  obligational  authoritv 

New  obligational  authority:  | 

40.  Appropriation -j 

41.  Transferred  to  “Operating  expenses,  Public  Buildings 

Service”  (77  Stat.  436  and  78  Stat.  655) I 

43.  Appropriation  (adjusted) ' 

Relation  of  obligations  to  expenditures:  i 

71.  Total  obligations  . _ ' 

1 

400 
46.  696 
i —750 

3,600 
46, 696 

j +3, 200 

+750 

1 46, 346 

46, 346 

50,296 
50,296  1 

+3, 950 
+3, 950 

46,  372 
-26 

1 

50,322  j 
-26 

+3, 950 

46,346  1 

50,  296 

+3, 950 

46,346  1 

i , OSj  j 
-10,962  1 

50.296  i 
7,087  ' 
-11,962  ' 

+3,  950 

7'^.  Obligated  balance,  start  of  year.  . . . 

74.  Obligated  balance,  end  of  year _ : 

90.  Expenditures __  _ _ ' 

-1,000 

42,471 
-700  I 

45,421  ' 

+2,  950 
+700 

91.  Expenditures  from  civilian  pay  increase  supplemental,  i 
Total  expenditures  ' 

41,771  1 

45. 421 

+3,  650 

Fire  Suppression 

y,h\  Denton.  $3,950,000  is  requested  for  firefighting  and  pay 
increase  costs.  We  shall  insert  the  item  from  House  Document  SO 
and  the  justifications  in  the  record. 

(The  matter  referred  to  follows :) 

“management  of  lands  and  eesources 

“For  an  additional  amount  for  ‘^Management  of  lands  and  resources’,  $3,950,000.” 

This  proposed  supplemental  appropriation  includes  $3.2  million  to  cover 
emergency  fire  suppression  expenses  incurred  during  the  summer  of  1964  and 
to  meet  such  anticipated  expenses  for  the  remainder  of  the  current  fiscal  year. 
In  addition,  $750,000  is  to  cover  the  cost  of  pav  increases  under  Public  LaM* 
88-426. 

The  appropriation  was  apportioned  pursuant  to  section  3679  of  the  Prevised 
Statutes  as  amended  (31  U.S.C.  665),  on  a basis  which  indicated  a necessity  for 
a supplemental  appropriation  for  these  purposes.  This  action  v^as  reported  to 
the  Congress  by  the  Director  of  the  Bureau  of  the  Budget  on  September  29,  1964. 


Management  of  Lands  and  Resources 


Appropriation  to  date .$46,  372,  000 

Obligations  to  Dec.  31,  1964 $27,  950,  293 

Expenditures  to  Dec.  31,  1964 $23,  029,  308 

Budget  estimate  next  fiscal  year $47,  630,  000 

Request  (for  3 months  from  Apr.  1,  1965) $3,  950,  000 

Employment : 

Average  number,  current  appropriation 3,  716 

Number  involved  this  estimate 305 

Actual  employment  Dec.  31,  1964 3,  040 


PURPOSE  AND  NEED  FOR  SUPPLEMENTAL  FUNDS 

A supplemental  appropriation  of  $3,950,000  is  requested  for  fiscal  year  1965. 
This  amount  includes  $3,200,000  to  cover  firefighting  costs  on  public  domain  lands 
in  Western  States  and  Alaska,  and  $750,000  to  cover  part  of  the  pay  increase  costs 
granted  under  Public  Law  88-426. 
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Fire  obligations  incurred  through  the  July  1-Deceinber  31  period  amounted  to 
$3,  419,  194.  These  fires  occurred  during  the  late  summer  of  1964  in  the  high 
desert  areas  of  southern  Idaho,  eastern  Oregon,  and  northern  Nevada,  which  had 
received  little  precipitation,  and  fuels  had  become  very  dry.  A major  portion  of 
the  $3.4  million  expended  were  due  to  the  “fire  storms”  which  struck  these  areas. 

Although  fire  suppression  costs  for  the  spring  season  of  1965  are  not  known, 
requirements  are  projected,  based  on  the  average  fire  suppression  costs  for  the 
past  4 years.  Obligations  incurred  through  December  31,  amounts  available  and 
the  additional  amount  required  for  fiscal  year  1965  are  shown  below: 


Obligations  incurred  to  Dec.  31,  1964 $3,  419,  194 

Appropriated —400,  000 


Deficit 3,  019,  194 

Estimated  obligations,  remainder  of  fiscal  year 317,  322 

Less  anticipated  program  savings  applied  to  deficit —136,  516 


Supplemental  appropriation  required 3,  200,  000 


JUSTIFICATION 

Management  of  lands  and  resources,  $3,950,000 

6.  Fire  supj)ression,  $3,200,000. — A supplemental  appropriation  of  $3,200,000 
for  fiscal  year  1965  is  requested  to  cover  the  cost  of  fires  suppressed  on  lands 
under  the  jurisdiction  of  the  Bureau  of  Land  Management.  From  July  1 to 
December  31,  1964,  fire  suppression  costs  amounted  to  $3.4  million  and  it  is 
estimated  that  additional  spring  season  costs  to  June  30,  1965,  will  amount  to 
$300,000  more. 

Because  it  is  impossible  to  predict  fire  suppression  costs,  the  Congress  annually 
appropriates  a token  amount  for  the  Bureau  of  Land  Management  for  this  pur- 
pose— the  remainder  to  be  provided  by  a supplemental  appropriation.  The 
amount  appropriated  for  fire  suppression  in  fiscal  year  1965  is  $400,000. 

During  the  late  summer  of  1964,  the  high  desert  areas  of  southern  Idaho, 
eastern  Oregon,  and  northern  Nevada  received  little  precipitation  and  fuels 
became  very  dry.  Extra  precautions  were  taken  to  reduce  man-caused  fires, 
such  as  closing  many  areas  to  public  use  during  the  critical  period.  However, 
several  lightning  storms  that  contained  very  little  moisture  crossed  these  areas  and 
started  many  fires.  The  storms  also  created  considerable  air  turbulence  which 
made  control  of  the  fires  more  difficult.  A major  portion  of  the  $3.4  million 
expended  was  due  to  these  weather  phenomena  called  fire  storms. 

Although  fire  suppression  costs  for  the  spring  season  of  1965  are  not  known, 
requirements  are  projected  based  on  the  average  fire  suppression  costs  for  the 


past  4 years,  as  follows: 

1961  $636,473 

1962  216,  701 

1963  299,  370 

1964  116,  747 

4-year  average 317,  322 

Obligations  incurred  through  December  31,  amounts  available,  and  the  addi- 
tional amount  required  for  fiscal  year  1965  are  shown  below: 

Obligations  incurred  to  Dec.  31,  1964 $3,  419,  194 

Appropriated —400,  000 

Deficit 3,  019,  194 

Estimated  obligations,  remainder  of  fiscal  year 317,  322 

Less  anticipated  program  savings  applied  to  deficit —136,  516 

Supplemental  appropriation  required 3,  200,  000 


The  Bureau  cooperates  with  States  and  other  Federal  agencies  in  its  efforts 
to  reduce  heavy  losses  from  fire.  Modern  firefighting  techniques,  equipment, 
and  materials  are  used  wherever  possible.  The  fire  danger  rating  system,  airdrop 
chemical  fire  retardants,  improved  radio  communications,  and  smokejumpers 
are  among  measures  developed  to  improve  firefighting  effectiveness.  Regular 
salaries  of  permanent  employees  used  on  an  emergency  basis  during  regular  duty 
hours  for  fire  suppression  are  not  included  in  this  estimate. 
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Pay  increases,  Public  Law  88-1.26. — A supplemental  appropriation  of  $750,000 
is  required  to  meet  pay  costs  for  the  appropriation  “Management  of  lands  and 
resources”  due  to  pay  increases  granted  by  Public  Law  88-426.  This  amount 
was  computed  by  determining  the  number  of  employees  in  each  grade  and  step 
and  applying  the  pay  increase  applicable  to  each  grade  and  step.  It  includes 
other  related  costs  and  has  been  adjusted  for  anticipated  savings  due  to  voluntary 
resignations,  retirements,  and  other  lapses.  The  amount  of  $750,000  is  exclusive 
of  $400,000  which  will  be  absorbed  within  existing  funds. 

Genekal  Statement 

Mr.  Denton.  Do  you  have  a statement? 

Mr.  Beirne.  Yes,  sir. 

Mr.  Denton.  Let’s  just  insert  it  in  the  record. 

(The  statement  follows :) 

We  appreciate  the  opportunity  to  appear  before  this  committee  to  discuss  the 
need  for  a supplemental  appropriation  for  fiscal  vear  1965  in  the  amount  of 
$3,950,000. 

This  request  under  the  appropriation  ‘Alanagement  of  lands  and  resources” 
includes  $3,200,000  to  defray  fire  suppression  costs  and  $750,000  to  meet  pay 
costs  due  to  increases  granted  by  Public  Law  88-426.  It  has  been  the  practice  of 
many  years  for  the  Congress  to  appropriate  a token  amount  of  $400,000  for  fire 
suppression  in  the  regular  appropriation  act,  to  be  followed  by  a supplemental 
appropriation  to  cover  actual  fire  suppression  costs. 

During  the  late  summer  of  1964,  the  high  desert  areas  of  southern  Idaho, 
eastern  Oregon,  and  northern  Nevada  received  little  precipitation  and  fuels 
became  very  dry.  Extra  precautions  were  taken  to  reduce  man-caused  fires, 
such  as  closing  many  areas  to  public  use  during  the  critical  period.  However, 
several  lightning  storms  that  contained  very  little  moisture  crossed  these  areas 
and  started  many  fires.  These  “fire  storms”  caused  the  major  portion  of  the 
$3.4  million  that  has  been  expended  for  fire  suppression. 

Although  fire  suppression  costs  for  the  spring  season  are  not  known,  requhe- 
ments  are  projected  based  on  the  average  fire  suppression  costs  for  the  past  4 
years.  Program  savings  under  the  “Management  of  lands  and  resources” 
appropriation  are  anticipated  in  fiscal  year  1965  to  the  extent  of  $137,000  and  have 
been  applied  to  this  request. 

A supplemental  appropriation  of  $750,000  is  required  to  meet  pay  costs  for  the 
appropriation  “Management  of  lands  and  resources”  due  to  pay  increases  granted 
by  Public  Law  88-426.  This  amount  was  computed  by  determining  the  number 
of  employees  in  each  grade  and  step  and  applying  the  pay  increase  applicable 
to  each.  Other  related  pay  costs  are  included,  plus  adjustments  for  savings 
from  voluntary  resignations,  retirements  and  other  lapses.  The  amount  of 
$750,000  is  exclusive  of  $400,000  which  will  be  absorbed  within  existing  funds. 

FIREFIGHTING  COSTS 

Mr.  Denton.  $3,200,000  of  the  request  is  for  the  anniiai  forest 
fire  deficiency  on  the  public  domain  lands.  Briefly  tell  us  the  basis 
for  this  estimate. 

Mr.  Beirne.  Our  costs  through  December  were  $3,419,000.  There 
was  appropriated  $400,000  which  is  a token  appropriation  that  is 
made  each  year.  Our  estimates  of  obligations  based  on  previous 
experience  is  $317,000  for  the  balance  of  the  year.  This  leaves  us 
with  a deficit  of  $3,336,000.  The  Bureau  proposes  to  absorb  $136,000 
and  our  request  is  for  $3,200,000. 

PAY  increase  costs 

Mr.  Denton.  The  balance  of  the  request,  $750,000,  is  to  cover  a 
part  of  the  pay  increase  costs  under  Public  Law  88-426.  What  are 
the  total  costs  and  how  much  is  being  absorbed? 
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Mr.  Beirne.  Our  estimated  cost  is  $1,150,000;  $400,000  will  be 
absorbed.  In  addition,  $113,700  of  pay  raise  costs  in  other  appropria- 
tions is  being  absorbed  entirely. 

Public  Lands  Development  Roads  and  Trails  (Liquidation  of 
Contract  Authorization) 


Oljject  classification 

[In  thousands  of  dollars] 


Presently 

available, 

1965 

Revised 

estimate, 

1965 

Increase  (+) 
or 

decrease  (-) 

Personnel  compensation: 

11.1 

Permanent  positions.. 

362 

362 

11.3 

Positions  other  than  permanent 

217 

217 

11.5 

Other  personnel  compensation.. 

1 

1 

Total  personnel  compensation.  

580 

580 

— 

12.0 

Personnel  benefits . 

35 

35 

21.0 

Travel  and  transportation  of  persons...  . . 

55 

55 

22.0 

Transportation  of  things  . _ . 

20 

20 

23.0 

Rent,  connnunications,  and  utilities 

6 

6 

24.0 

Printing  and  reproduction . 

4 

4 

25.1 

Other  services  

175 

175 

26.0 

Supplies  and  materials  .. 

65 

65 

31.0 

Equinment 

55 

55 

32.0 

Lands  and  structures . . ._  

1,990 

2,  490 

-f500 

99.0 

Total  obligations 

2,985 

3. 485 

-f500 

Personnel  sumrnary 


Totarnuniber"of  permanent  positions.. 
Full-time  equivalent  of  other  positions. 
Average  number  of  all  employees. 


Presently 

Revised 

available, 

estimate, 

1965 

1965 

48 

48 

41 

41 

89 

89 

Increase 


Program  and  financing 


[In  thousands  of  dollars] 


Program  by  activity: 

Public  lands  development  roads  and  trails  (program  costs, 

funded) 

Change  in  selected  resources 

10.  Total  obligations- 

Financing: 

21.  49  Unobligated  balance  available,  start  of  year:  Con- 
tract authorization 

24.49  Unobligated  balance  available,  end  of  year:  Con- 
tract authorization.. 

New  obligational  authority 

Relation  of  obligations  to  expenditures: 

71.  Total  obligations  (affecting  expenditures) 

72.  Obligated  balance,  start  of  year 

74.  Obligated  balance,  end  of  year.. 

90.  Expenditures 


Presently 

available, 

1965 

Revised 

estimate, 

1965 

Increase  (-f) 
or 

decrease  (— ) 

2, 050 
935 

2, 550 
935 

+500 

2,985 

-4,  985 
4,  000 

3,485 

-4, 985 
3,  500 

+500 

-500 

2,  000 

2,  000 

2,  985 
305 
-1,240 

3,485 

305 

-1,240 

+500 

2,  050 

2,  550 

+500 
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Status  of  unfunded  contract  authorization 


[In  thousands  of  dollars] 


Presently 

available, 

1965 

Revised 

estimate, 

1965 

Increase 

Unfunded  balance,  start  of  year 

5, 240 
2,  000 
-5,  240 

5, 240 
2,  000 
-4,  740 

Contract  authorization  _ ____  

Unfunded  balance  carried  forward..  

Appropriation  to  liquidate  contract  authorization 

-f500 

2,000 

2,  500 

+500 

Mr.  Denton.  $500,000  is  requested  to  liquidate  obligations  in- 
curred under  the  contract  authority  required  for  the  repair  and  recon- 
struction of  roads  on  the  public  lands  in  California  and  the  Northwest 
damaged  by  the  recent  floods.  We  will  insert  the  item  from  House 
Document  111  and  the  justifications  in  the  record. 

PUBLIC  LANDS  DEVELOPMENT  ROADS  AND  TRAILS  (LIQUIDATION  OF  CONTRACT 

AUTHORIZATION) 

For  an  additional  amount  for  “Public  lands  development  roads  and  trails 
(Liquidation  of  contract  authorization)”,  $500,000,  to  remain  available  until 
expended. 

(The  matter  referred  to  follows:) 

Public  Lands  Development  Roads  and  Trails  (Liquidation  of  Contract 

Authorization) 

Appropriation  to  date i $2,  984,  621 

Obligations  to  Jan.  31,  1965 $1,  047,  688 

Expenditures  to  Jan.  31,  1965 $1,  007,  607 

Budget  estimate  next  fiscal  year $2,  000,  000 

Request  (liquidation  of  contract  authority — to  remain  available 

until  expended) $500,  000 

Employment: 

Average  number,  current  appropriation 89 

Number  involved  this  estimate 

Actual  employment,  Jan.  31,  1965 48 

includes  $984,621  carryover  balance. 

PURPOSE  AND  NEED  FOR  SUPPLEMENTAL  FUNDS 

A supplemental  appropriation  of  $500,000  for  liquidation  of  contract  authority 
made  available  in  the  Federal- Aid  Highway  Act  of  1964  is  requested  for  repair  and 
reconstruction  of  roads  on  the  public  lands  in  California,  eastern  Oregon,  and 
Idaho.  These  roads  were  heavily  damaged  by  the  floods  which  struck  the  Pacific 
Northwest  during  December  1964  and  January  and  February  1965.  Con- 
tractual authority  in  the  amount  of  $500,000,  previously  held  in  reserve,  has  been 
released  so  that  repair  and  reconstruction  can  proceed  promptly.  This  request  is 
for  an  equivalent  amount  of  liquidating  cash  to  meet  resulting  expenditures  during 
fiscal  year  1965. 
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PUBLIC  LANDS  DEVELOPMENT  ROADS  AND  TRAILS LIQUIDATION  OF  CONTRACT 

AUTHORIZATION 

The  floods  which  struck  the  Pacific  Northwest  during  the  months  of  December 
1964  and  January  and  February  1965  caused  heavy  damage  to  the  road  systems 
on  lands  administered  by  the  Bureau  of  Land  jManagement.  Damages  are  of  the 
nature  of  washed  out  bridges,  roads,  and  trails.  These  road  systems  are  essential 
to  the  flow  of  resources  to  conversion  points  and  until  the  systems  are  repaired, 
marked  economic  effects  will  be  felt  by  communities  throughout  the  entire  flood 
area. 

Damage  to  roads  on  public  lands  in  California,  eastern  Oregon,  and  Idaho  is 
estimated  to  amount  to  $500,000.  These  estimates  are  preliminary  in  nature 
because  heavy  snows  in  the  area  have  prevented  a comprehensive  survey  upon 
which  to  base  more  accurate  estimates. 

Contractual  authority  in  the  amount  of  $500,000  made  available  in  the  Federal- 
Aid  Highway  Act  of  1964  and  previously  in  reserve  for  obligation  in  subsequent 
years  has  been  released  so  that  repair  and  reconstruction  of  roads  can  proceed 
promptly.  This  request  is  for  an  equivalent  amount  of  liquidating  cash  to  meet 
resulting  expenditures  during  fiscal  year  1965. 

Details  of  the  estimate  of  repairs  to  be  performed  based  on  present  preliminary 
estimates  follow: 


California: 

Susanville  district,  road  reconstruction $104,  000 

Ukiah  district,  road  reconstruction 60,  000 

Redding  district,  road  reconstruction 11,  000 

Sacramento  district,  road  reconstruction 5,  000 


Total,  California 180,  000 


Idaho : 

Boise  district,  road  and  bridge  reconstruction 30,  000 

Shoshone  district,  road  reconstruction 30,  000 

Burely  district,  road  reconstruction 10,  000 

Coeur  d’Alene,  road  and  bridge  reconstruction 100,  000 


Total,  Idaho 170,  000 


Oregon : 

Prineville  district,  road  reconstruction 100,  000 

Burns  district,  road  and  bridge  reconstruction 50,  000 


Total,  eastern  Oregon 150,  000 


General  Statement 

Mr.  Denton.  Do  you  have  a statement  on  this  item? 

Mr.  Beirne.  Yes,  sir. 

Mr.  Denton.  Please  insert  it  in  the  record. 

(The  statement  is  as  follows:) 

Air.  Chairman  and  members  of  the  committee,  we  appreciate  this  opportunity 
to  appear  before  you  in  support  of  our  requests  for  supplemental  funds  for  fiscal 
3mar  1965.  These  funds  are  now  required  because  of  the  need  to  immediately 
correct  part  of  the  damage  caused  bj^  floods  in  the  Pacific  Northwest  during 
December  1964  and  January*  and  February  1965.  Requested  funds  consist  of 
the  following: 

1.  $500,000  of  liquidating  cash  requirements  for  the  appropriation  ‘Tublic 
lands  development  roads  and  trails,”  and 

2.  $8,500,000  additional  appropriation  for  “Oregon  and  California  grant 
lands.” 

First,  contractual  authority  in  the  amount  of  $500,000  which  is  available 
to  this  Bureau  under  the  Federal  Highway  Act  of  1964  has  been  released  from 
budgetary  reserve.  This  permitted  repair  and  reconstruction  to  the  roads  and 
bridges  on  public  domam  lands  in  California,  eastern  Oregon,  and  Idaho  to 
proceed  promptly.  These  road  S3^stems  are  essential  to  the  flow  of  resources  to 
conversion  points.  Until  the  systems  are  repaired,  there  will  be  marked  economic 
effects  on  the  communities  throughout  the  entire  flood  area. 
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The  $500,000  requested  will  provide  an  equivalent  amount  of  liquidating 
cash  to  meet  resulting  expenditures  during  fiscal  year  1965. 

Secondly,  the  floods  caused  unusually  heavy  damage  to  Bureau  owned  roads 
located  in  the  0.  & C.  forest  area  in  western  Oregon.  The  signiflcance  of  these 
roads  to  the  movement  of  timber  to  the  mills  requires  immediate  action.  Pre- 
liminary estimates  indicate  road  damage  m excess  of  $15  million.  Firm  estimates 
for  a portion  of  the  damaged  Bureau  road  systems  amount  to  $8,500,000  and 
this  supplemental  for  that  amount  is  required  to  expedite  the  repair  work  in  this 
area  and  to  restore  and  complete  scheduled  road  segments.  These  roads  are 
necessary  to  insure  the  capacity  of  the  Bureau  and  mdustry  to  sustain  a regular 
flow  of  timber  to  the  mills  for  the  next  2 or  3 years. 

In  all  of  these  road  systems,  substantial  volumes  of  timber  are  alreadj-  under 
contract,  which  were  sold  in  the  course  of  the  operations  of  the  annual  BLM 
sustained  yield  timber  program.  The  allowable  cut  on  BLM  lands  sold  each 
year  is  1,127  million  board  feet  which  has  been  maintained  so  as  to  supply  a 
contmuous  flow  of  timber  to  the  forestry  economy  which  is  the  mainstay  of  this 
region. 

In  addition,  damage  has  occurred  in  stock  water  ponds,  reservoirs,  and  sanitation 
and  protection  facilities  for  which  $750,000  is  presents  being  reprogramed  from 
available  funds. 

DAMAGE  TO  PUBLIC  LAND  DEVELOPMENT  ROADS  AND  TRAILS 

Mr.  Denton.  Please  highlight  for  us  the  damage  that  was  in- 
curred by  the  roads  system. 

Mr.  Wolf.  The  damage  estimated,  ]\Ir.  Chairman,  involved 
$180,000  in  California,  $170,000  in  Idaho,  and  $150,000  in  Oregon. 
This  is  primarily  road  and  bridge  construction  caused  by  the  flood. 

Mr.  Denton.  What  balance  will  remain  under  the  contract  author- 
ization in  the  Federal- Aid  Highway  Act  with  the  commitment  of 
these  additional  funds? 

Mr.  Wolf.  I believe  that  will  he  a million  and  a half  dollars. 

Mr.  Beirne.  a million  and  a half  dollars  is  still  held  in  reserve, 
if  that  is  what  you  mean. 

Mr.  Denton.  To  what  extent  has  this  restoration  work  already 
been  accomplished? 

Mr.  Wolf.  It  has  not  been  accomplished  yet. 

Mr.  Denton.  Anything  being  done? 

Mr.  Wolf.  There  has  been  some  temporary  work  done  on  some 
roads. 
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Okegon  and  California  Grant  Lands 
Object  classification 


[In  thousands  of  dollars] 


Presently 

available, 

1965 

Revised 

estimate, 

1965 

Increase 

BUREAU  OF  LAND  MANAGEMENT 

Personnel  compensation: 

11. 1 Permanent  positions 

831 

921 

90 

11. 3 Positions  other  than  permanent 

276 

323 

47 

11.  5 Other  personnel  compensation 

2 

2 

Total  personnel  compensation 

1,107 

1,  246 

139 

12.  0 Personnel  benefits 

71 

79 

8 

21. 0 Travel  and  transportation  of  persons 

45 

78 

33 

22.0  Transportation  of  things 

4 

19 

15 

23.  0 Rent,  communications,  and  utilities. 

14 

19 

5 

25.1  Other  services 

756 

1,056 

300 

26.  0 Suppfies  and  materials 

362 

412 

50 

31.0  Equipment 

26 

26 

32. 0 Lands  and  structures 

1, 210 

2, 160 

950 

Total  obligations,  Bureau  of  Land  Management 

3,  595 

5, 095 

+1,500 

ALLOCATION  ACCOUNTS 

Personnel  compensation: 

11. 1 Permanent  positions 

640 

640 

11.  3 Positions  other  than  permanent 

75 

75 

11.5  Other  personnel  compensation . 

30 

30 

Total  personnel  compensation 

745 

745 

12.  0 Personnel  benefits 

53 

53 

21.  0 Travel  and  transportation  of  persons 

159 

159 

22.0  Transportation  of  things  

49 

49 

23.  0 Rent,  communications,  and  utilities ... 

19 

19 

24.  0 Printing  and  reproduction.  _ . 

6 

6 

25. 1 Other  services  . . 

152 

177 

25 

25.  2 Services  of  other  agencies 

302 

302 

26.  0 Supplies  and  materials 

75 

75 

31.0  Equipment  . .... ... 

1 

1 

32.  0 Lands  and  structures 

9,  389 

11,  364 

1,975 

Total,  allocation  accounts 

10, 949 

12,  949 

+2,  000 

99. 0 Total  obligations 

14,  544 

18,  044 

+3, 500 

Obligations  are  distributed  as  follows: 

Interior,  Bureau  of  Land  Management 

3,  595 

5,  095 

+1,  500 

Agriculture,  Forest  Service 

1,808 

1,808 

Commerce,  Bureau  of  Public  Roads 

9, 141 

11,141 

+2, 000 

Personnel  summary 


Presently 

available, 

1965 

Revised 

estimate, 

1965 

Increase 

BUREAU  OF  LAND  MANAGEMENT 

Total  number  of  permanent  positions  ... . 

113 

128 

15 

Full-time  equivalent  of  other  positions . 

54 

64 

10 

Average  number  of  all  employees 

167 

189 

22 

ALLOCATION  ACCOUNTS 

Total  number  of  permanent  positions  

132 

132 

Full-time  equivalent  of  other  positions.  . ..... 

44 

44 

Average  rmmber  of  all  employees 

112 

112 
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Program  and  financing 
[In  thousands  of  dollars] 


Presently 

available, 

1965 


Revised 

estimate, 

1965 


Increase 


PROGRAM  BY  ACTIVITIES 


1.  Construction  and  acquisition 

2.  Forest  development  and  protection 

3.  Operation  and  maintenance 

4.  Emergency  road  repair  and  reconstruction 

Total  program  costs,  funded 

Change  in  selected  resources  i 

10.  Total  obligations 


7, 799 
1,905 
839 


7,  799 
1, 905 
839 
2,  000 


2,000 


10,  544 
4,  000 


12, 544 
5,  500 


2,000 

1,500 


14, 544 


18,  044 


3,500 


FINANCING 


21.  Unobligated  balance  available,  start  of  year. 
24.  Unobligated  balance  available,  end  of  year. 


-4,419 


-4,419 
5,  000 


5,000 


40.  New  obligational  authority  (appropriation), 


10, 125 


18, 625 


8, 500 


Relation  of  obligations  to  expenditures: 

71.  Total  obligations  (affecting  expenditures)  _ . 

72.  Obligated  balance,  start  of  year 

74.  Obligated  balance,  end  of  year 


14, 544 
5,  076 
-11, 620 


18,  044 
5,  076 
-13, 120 


3,500 

-i,’500 


90.  Expenditures. 


8, 000 


10,000 


2, 000 


1 Selected  resomces,  as  of  June  30,  are  as  follows: 


1963 

1964 

1965 

Stores - - - 

146 

88 

88 

Unpaid  im delivered  orders _ 

4,365 

4, 240 

9,  740 

Total  selected  resources 

4, 511 

4,328 

9, 828 

Repair  and  Reconstruction  of  Roads 


Mr.  Denton.  $8,500,000  is  requested  for  the  emergency  repair  and 
reconstruction  of  roads  on  the  Oregon  and  California  grant  lands  in 
western  Oregon  damaged  by  the  recent  floods.  We  will  insert  the  item 
from  House  Document  111  and  the  justification  in  the  record. 

(The  justifications  follow:) 

“OREGON  AND  CALIFORNIA  GRANT  LANDS 

“For  an  additional  amount  for  ‘Oregon  and  California  grant  lands’,  for  emergency 
repair  and  reconstruction  of  flood  damaged  roads  on  lands  administered  by  the  Bureau 
of  Land  Management,  $8,500,000,  to  remain  available  until  expended:  Provided, 
That  this  amount  shall  he  nonreimbursable  to  the  general  fund  of  the  Treasury P 

Oregon  and  California  Grant  Lands 


Appropriation  to  date i $14,  543,  919 

Obligations  to  Jan.  31,  1965 $4,  045,  762 

Expenditures  to  Jan.  31,  1965 $4,  964,  042 

Budget  estimate  next  fiscal  year $8,  545,  000 

Request  (to  remain  available  until  expended) $8,  500,  000 

Employment : 

Average  number,  current  appropriation 167 

Number  involved  this  estimate 22 

Actual  employment  Jan.  31,  1965 145 


1 Includes  a carryover  balance  of  $4,418,919. 
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PURPOSE  AND  NEED  FOR  SUPPLEMENTAL  FUNDS 

An  additional  $8,500,000  is  requested  for  emergency  repair  and  reconstruction 
of  roads  administered  by  the  Bureau  of  Land  Management  in  western  Oregon 
which  were  damaged  by  floods  during  December  1964  and  January  and  February 
1965.  These  roads  are  essential  to  the  flow  of  timber  to  conversion  points  and 
until  the  road  systems  are  repaired,  the  economy  of  the  area  will  suffer. 


JUSTIFICATION 


Emergency  road  repair  and  reconstruction,  $8,500,000 

Road  systems  on  lands  administered  by  the  Bureau  of  Land  Management  in 
western  Oregon  were  severely  damaged  by  the  floods  which  struck  the  Pacific 
Northwest  during  the  months  of  December  1964  and  January  and  February  1965. 
Preliminary  estimates  indicate  road  damage  in  excess  of  $15  million.  Types  of 
damage  include  washed  out  or  badly  damaged  bridges  and  culverts,  roadbed  and 
road  surface  destruction,  and  minor  trail  destruction.  These  road  systems  are 
essential  to  the  flow  of  resources  to  conversion  points.  Until  the  systems  are 
repaired  there  will  be  marked  adverse  economic  effects  on  the  communities 
throughout  the  entire  flood  area.  Firm  estimates  of  restoration,  reconstruction, 
and  repair  costs  for  a portion  of  the  damaged  Bureau  road  systems  in  this  area 
amount  to  $8,500,000  for  which  an  appropriation  now  is  being  requested.  Actual 
firm  engineering  surveys,  designs  and  estimates  have  been  only  partially  completed 
because  of  continued  adverse  weather  conditions  including  snow  cover  on  some 
of  the  roads.  The  estimate  is  summarized  below: 


Salem  area 

Roseburg  area. 
Medford  area_ 
Coos  Bay  area 
Eugene  area__ 


$1,  925,  000 
1,  690,  000 
1,  405,  000 
3,  550,  000 
1,  180,  000 


Subtotal 9,  750,  000 

Less:  Amounts  required  for  reconstruction  of  timber  sale  roads 

included  in  the  area  estimates 1,  250,  000 


Total 8,  500,  000 

Pv,estoration  of  the  existing  segments  of  these  vital  road  systems  is  necessary  to 
insure  the  capacity  of  the  Bureau  and  industry  to  sustain  a regular  flow  of  timber 
to  the  mills  during  the  next  2 to  3 years.  All  of  this  road  system  serves  areas 
where  timber  is  already  under  contract  as  well  as  to  serve  continued  timber 
offerings.  Such  action  is  essential  to: 

(a)  Maintain  a pattern  of  timber  sales  that  is  consistent  with  sound  forest 
management ; 

(Jo)  Facilitate  an  early  and  orderly  restoration  of  the  timber  industry 
dependent  on  timber  resources  administered  by  this  Bureau; 

(c)  Assist  the  timber  industry  to  contribute  positively  to  the  economic 
strength  of  the  area  during  the  critical  period  of  rehabilitation  following  the 
floods. 

DAMAGE  TO  OREGON  AND  CALIFORNIA  ROADS 

Mr.  Denton.  Please  highlight  the  damage  that  was  incurred  to  the 
roads  system. 

Mr.  Wolf.  There  has  been  damage  in  excess  of  $15  million  based 
on  preliminary  estimates,  and  this  is  again  primary  road  system 
damage,  major  roads  and  bridges.  We  have  firm  estimates  at  this 
time  on  $9,750,000  worth  of  damages  including  the  amount  of 
$1,250,000  required  for  reconstruction  of  timber  sales  for  roads  which 
will  depend  upon  action  by  the  Public  Works  Committee,  leaving  a 
net  of  $8,500,000. 
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USE  OF  AVAILABLE  FUNDS 

Mr,  Denton.  A total  of  $14,543,919  has  been  available  this  year 
from  the  receipts  due  the  Oregon  and  California  grant  lands.  To 
what  extent  have  these  funds  been  reprogramed  to  assist  in  this 
emergency  reconstruction  work? 

Mr.  Wolf.  We  have  deferred  work  on  every  project  which,  due  to 
the  floods,  could  not  continue,  could  not  be  put  under  contract.  It  is 
essential  in  order  to  meet  our  timber  sales  completely  that  we  conduct 
the  regular  program  plus  rehabilitation  of  the  damaged  land  caused 
by  the  flood.  We  have  released  $3  million  of  program  money  to  be 
used  immediately  in  western  Oregon  to  start  the  rehabilitation  of  roads. 

Mr.  Denton.  That  is  in  addition  to  the  eight  and  a half  million  that 
you  are  asking  for? 

Mr.  Wolf.  Yes,  sir. 

Mr.  Denton.  You  have  used  that? 

Mr.  Wolf.  That  has  not  all  been  obligated  yet. 

Mr.  Denton.  An  additional  $8,545,000  will  be  available  from 
receipts  in  fiscal  year  1966  for  work  under  this  appropriation.  To 
what  extent  is  it  planned  to  reprogram  these  funds  from  business  as 
usual  to  assist  in  this  emergency  work? 

Mr.  Wolf.  Following  the  1962  windstorm  the  Bureau’s  program 
had  to  undergo  quite  a bit  of  realinement  and  we  are  actually  behind 
in  our  roads  program.  We  will  be  using  the  total  money  planned  in 
the  1966  program  to  move  ahead  and  meet  our  timber  sale  commit- 
ments. These  sales  require  a couple  years  advance  planning  for  the 
roads  in  order  that  adequate  plans  can  be  made  to  market  the  timber 
in  a reasonable  way,  and  these  roads  that  are  programed  in  the  1966 
budget  are  essential  to  sound  management. 

Mr.  Denton.  Of  course  if  you  are  using  money  out  of  those  funds, 
the  damage  would  be  paid  very  largely  by  the  States,  would  it  not? 
In  other  words,  if  the  money  from  thnber  sales  was  utilized,  three- 
fourths  of  it  would  be  paid  by  the  States? 

Mr.  Wolf.  Yes,  it  would  be  paid  for  by  those  counties. 

Mr.  Denton.  That  is  what  I mean. 

Mr.  Wolf.  Yes. 

cost  estimates  for  road  repairs 

Mr.  Denton.  How  was  this  estimate  of  $8,500,000  determined  and 
how  good  are  your  cost  figures? 

Mr.  Wolf.  We  feel  that  the  cost  figures  on  this  $8)2  million  are 
very  good.  We  have  had  seven  Bureau  of  Public  Boads  surveyors 
out  in  the  field  since  the  1st  of  January,  and  they  have  been  going 
over  our  road  systems  based  upon  the  preliminary  estimates,  and 
these  roads  represent  very  solid  damage  estimates.  It  will  require 
at  least  this  amount  of  money  to  rehabilitate. 

ORIGINAL  AND  REVISED  ROAD  PROGRAMS 

Mr.  Denton.  Please  provide  for  the  record  a breakdown  showing 
the  original  program  plans  for  use  of  the  receipts  to  the  counties  for 
the  current  fiscal  year  and  fiscal  year  1966  and  how  they  have  been 
reprogramed  because  of  the  flood  damage. 

Mr.  Wolf.  We  will  supply  that  for  the  record. 

44-864—65—^ — il 
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(The  information  follows:) 


Original  and  revised  road  construction  programs 


Original  program 


Revised  program 


1965 


1966 


1965 


SCHEDULED  CONSTRUCTION  PROJECTS 


Fiscal  year  1965  program: 

Continued  work  on  going  projects 

Rock  Creek,  grading 

Cow  Creek,  grading 

South  Nestucca,  grading 

Cow  Creek,  surfacing 

South  Fork  Alsea,  grading 

Burnt  Mountain,  surfacing 

Middle  Creek,  surfacing 

Tyee,  surfacing 

Hellsgate  Bridge 

Miscellaneous  rock  production 

Miscellaneous  small  bridges 

Fiscal  year  1966  program:  Projects  unchanged. 


$1, 155, 203 
1, 120, 000 
760,  000 
950,  000 
430,  000 
415,  000 
815,  000 
250,  000 
470,  000 
650,  000 
717, 471 
200,  000 


$1, 155, 203 
700,  000 
760,  000 


430,  000 


815,  000 


717,  471 

200,  000 


$3, 675,  000 


Total  programs 


7, 932,  674 


3, 675, 000 


4,  777,  674 


$420,  000 


950,  000 


415,  000 


250,  000 
470, 000 
650,  000 


3, 675,  000 


6,830,000 


Mr.  Denton.  Mrs.  Hansen. 

Mrs.  Hansen.  Without  regard  to  this  budget  estimate,  which 
requests  only  partial  funding  of  need,  what  is  your  best  estimate  now 
of  the  total  damage  to  your  facilities  from  the  flood? 

Mr.  Wolf.  Our  current  best  estimate  of  total  damage  from  the 
floods  is  $17,500,000. 

Mrs.  Hansen.  Identify  the  types  of  damages  and  your  present 
dollar  estimate  for  each. 

Mr.  Wolf.  First,  we  estimate  damage  to  the  Bureau  roads  in  west- 
ern Oregon  amounts  to  $15  million,  of  which  $8,500,000  is  requested 
at  this  time.  Damage  to  roads  in  California,  eastern  Oregon,  and 
Idaho  amount  to  $500,000  and  liquidating  cash  in  that  amount  is 
requested  under  ^Tublic  lands  development  roads  and  trails.”  In 
addition,  damage  to  roads  which  were  under  construction  by  timber 
sale  contractors  amounts  to  $1,250,000;  however,  action  on  our  part 
to  repair  this  damage  is  dependent  upon  the  outcome  of  the  legislation 
now  pending  before  the  Public  Works  Committee.  Finally,  we  esti- 
mate approximately  $750,000  will  be  required  for  repair  to  recreation 
facilities,  soil  and  moisture  conservation  projects,  such  as  reservoirs 
and  stock  water  ponds,  and  for  general  debris  clearance. 

Mrs.  Hansen.  Why  are  you  only  asking  for  partial  funding  of 
your  needs? 

Mr.  Wolf.  The  request  for  $8,500,000  for  roads  in  western  Oregon 
is  based  on  firm  estimates  made  to  date.  The  balance  of  $6,500,000 
represents  our  best  figure  as  of  now  for  the  damaged  roads  that  have 
not  been  examined.  We  have  had  considerable  diffi.culty  in  assessing 
the  damages  because  of  the  deep  snows  and  generally  adverse  weather 
which  has  followed  the  floods.  The  budget  request  indicates  that 
this  is  only  partial  financing.  When  we  get  further  firm  damage 
estimates,  we  would  reassess  the  need  for  funds. 

Mrs.  Hansen.  Do  you  plan  to  absorb  some  of  the  losses? 

Mr.  Wolf.  Yes,  we  expect  to  absorb  $2  million  for  the  expense  of 
debris  clearance  and  repairs  to  soil  and  moisture  projects  and  recrea- 
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tion  facilities  and  repairs  to  timber  purchasers  roads  if  the  enabling 
legislation  is  enacted. 

Mrs.  Hansen.  What  will  be  the  effect  of  each  program  of  this 
absorption? 

Mr.  Wolf.  These  damages  to  other  than  road  systems  are  spread 
throughout  a number  of  our  districts.  Furthermore,  the  regular 
program  in  some  of  these  areas  has  been  disrupted  by  the  floods  and 
their  aftereffects.  In  formulating  this  request  we  have  had  to  examine 
carefully  the  planned  work  for  1965  and  1966.  While  we  would  prefer, 
of  course,  not  to  absorb  these  costs,  we  have  had  to  reassess  our 
priorities.  The  restoration  of  the  timber  purchaser  roads  by  BLM 
is  not  authorized  and  thus  we  could  not  include  these  in  our  funding 
requirements. 

Mrs.  Hansen.  If  you  don’t  know  youx  total  firm  losses,  how  do 
you  know  what  you  can  absorb? 

Mr.  Wolf.  We  don’t.  As  I explained,  changed  conditions  do 
require  a new  look  at  work.  As  a practical  matter  in  the  financing 
of  work,  some  absorption  is  a fact  of  life.  Our  difficulty  is  getting 
firm  estimates  on  road  losses.  This  request  provides  partial  financing 
to  the  extent  of  specifically  estimated  needs.  As  the  balance  of  the 
road  damage  is  assessed,  we  expect  that  further  consideration  will  be 
given  to  financing  the  repair  work. 

Mrs.  Hansen.  Would  there  be  any  loss  or  problem  to  the  Treasury 
of  the  United  States  if  we  appropriated  now  the  full  amount  estimated 
now  to  be  the  loss  on  your  lands? 

Mr.  Wolf.  No.  The  funds  appropriated  do  not  become  a drain 
on  the  Treasury  until  expended.  As  matters  stand  now  we  wifi  have 
to  seek  additional  funds.  By  the  method  being  used,  this  request, 
plus  another  budget  review,  it  will  be  possible  to  better  estimate 
actual  needs.  However,  either  way,  om*  expenditure  of  funds  will 
be  limited  to  flood  damage. 

Mrs.  Hansen.  Would  you  be  better  able  to  plan  for  the  total  and 
orderly  repair  of  damage  if  you  were  given  the  total  of  your  estimated 
needs  rather  than  the  part  now  being  requested? 

Mr.  Wolf.  Yes,  scheduling  the  repair  work  on  an  orderly  basis 
would  be  simpler  and  we  would  be  certain  of  having  the  funds  when- 
ever projects  are  ready  to  let  to  contract.  However,  we  still  might 
need  to  come  back  again,  depending  upon  what  the  total  damage  bill 
turns  out  to  be. 

Mr.  Denton.  Mr.  Marsh. 

TKAVEL  COSTS  FOR  FIREFIGHTERS 

Mr.  Marsh.  I note  here  that  a portion  of  your  supplemental 
request,  represents  a request  for  travel  for  about  $345,000,  is  that 
correct? 

Mr.  Beirne.  That  is  correct. 

Mr.  Marsh.  What  is  this  increase  for? 

Mr.  Beirne.  This  is  largely  to  pay  the  travel  of  firefighters. 

Mr.  Denton.  Other  questions? 

(No  reply.) 

Mr.  Denton.  We  thank  you  very  much. 
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Tuesday,  March  23,  1965. 
Bureau  op  Indian  Affairs 

WITNESSES 

PHILLEO  NASH,  COMMISSIONER 

ERNEST  PAGE,  CHIEF,  BRANCH  OF  PLANT  MANAGEMENT 
ROBERT  TRIER,  CHIEF,  BRANCH  OF  ROADS 
FRANCIS  WILES,  CHIEF,  BRANCH  OF  BUDGET 
HAROLD  JOHNSON,  BRANCH  OF  LAND  OPERATIONS 
LONNIE  SURRETT,  BRANCH  OF  LAND  OPERATIONS 

Education  and  Welfare  Services 

Ol>ject  classification 

[In  thousands  of  dollars] 


Presently 

available, 

1965 

Revised 

estimate 

Increase 

Personnel  compensation; 

11. 1 Permanent  positions  . - 

44, 503 
3,  081 
1,216 

44, 503 
3,081 
1,216 

11.3  Positions  other  than  permanent 

11.5  Other  personnel  compensation..  . ....  

Total  personnel  compensation 

48, 800 

3,  557 
2,879 
1,232 
2,004 

30 

4,  095 

22 

13, 297 
1,485 
21,491 

48,800 
3,557 
2,879 
1,232 
2,004 
30 
4,  095 
22 
13, 297 
1,485 
22,  091 

12. 0 Personnel  benefits  . . 

21.0  Travel  an(^  transportation  of  persons  . . 

22.0  Transportation  of  things  . ..  .. 

23.0  Rent,  communications,  and  utilities . . _ 

24. 0 Printing  and  reproduction  ...  . _ . 

25.1  Other  services  . ..  . 

25.2  Services  of  other  agencies - - 

26. 0 Supplies  and  materials.  _ . _ . 

31. 0 Equipment  . . 

41.0  Grants,  subsidies,  and  contributions  ... 
Subtotal  . _ 

+600 

98,892 

1,416 

99, 492 
1,416 

+600 

95.  0 Deduct  quarters  and  subsistence  charges  . 
99. 0 Total  obligations  ..  . . 

97,  476 

98,  076 

+600 

Personnel  summary 

Presently 

available, 

1965 

Revised 

estimate, 

1965 

Increase 

Total  nmnber  of  permanent  positions  _ .. 

7,  422 
550 
7, 822 

7, 422 

Full-time  equivalent  of  other  positions  

550 
7, 822 

Average  number  of  all  employees  .... 
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Program  and  financing 


[In  thousands  of  dollars] 


Presently 

available, 

1965 

Revised 

estimate, 

1965 

Change 

Program  by  activities: 

1.  Educational  assistance,  facilities,  and  services.  

2.  Welfare  and  guidance  services  . . . 

70, 289 
12, 309 
12,  205 
2,  753 

70,  289 
12, 909 
12,  205 
2,  753 

+600 

Total  program  costs..  ....  ...  

97,  556 
-80 

98, 156 
-80 

+600 

Unfunded  adjustment  to  total  program  costs:  Property 
or  services  transferred  in  without  charge ..  

Total  program  costs,  funded . 

97,  476 
97, 476 

98,  076 
98,  076 

+600 

+600 

10  Total  obhgations 

New  obligational  authority 

New  obhgational  authority: 

40  Appropriation  .... 

97, 476 

98,  076 

+600 

95,  868 
95, 868 
1,497 
-990 
+1, 100 

96, 468 
96, 468 
1,497 
-990 
+1, 100 

+600 

+600 

43  Appropriation  (adjusted)..  . 

44  Proposed  supplemental  due  to  civilian  pay  increases 

49  Applied  to  contract  authorization  

69  Contract  authorization  (permanent) ... 

Relation  of  obligations  to  expenditures: 

71  Total  obligations  (affecting  expenditures) 

Obligated  balance,  start  of  year: 

72.40  Appropriation  ..  . ...  . . ... 

97, 476 

7,  474 
772 

-10,  991 
-990 

98,  076 

7,474 

772 

-10,  991 
-990 

+600 

72. 49  Contract  authorization  . . 

Obligated  balance,  end  of  year: 

74. 40  Appropriation  _ . 

74. 49  Contract  authorization . 

77  Adjustment  in  expired  accounts 

90  Expenditures  excluding  pay  increase  supplemental. . 

91  E xpenditures  from  civilian  pay  increase  supplemental. 

92,  353 
1,388 

92, 953 
1,388 

+600 

\Lt.  Denton.  $600,000  is  requested  to  provide  assistance  payments 
and  to  purchase  hay  for  Indian  livestock  due  to  the  severe  winter 
blizzards  in  Montana,  South  Dakota,  and  North  Dakota.  We  shall 
insert  the  item  from  House  Document  111  and  the  justifications  in 
the  record. 

(The  matter  referred  to  follows :) 

‘^EDUCATION  AND  WELFARE  SERVICES 

‘‘For  an  additional  amount  for  ‘Education  and  welfare  services’, 
$600,000.” 

Education  and  Welfare  Services 


Appropriation  to  date ^ $97,  365,  500 

Obligations  to  Jan.  31,  1965 $61,  328,  227 

Expenditures  to  Jan.  31,  1965 $55,  137,  618 

Budget  estimate,  next  fiscal  year $106,  895,  000 

Request  (for  3 months,  from  Apr.  1,  1965) $600,  000 

Employment: 

Average  number,  current  appropriation 7,  822 

Number  involved,  this  estimate 0 

Actual  employment  as  of  January  31 8,  164 


1 Includes  $1,497,000  requested  supplemental  for  civilian  pay  increases. 

PURPOSE  AND  NEED  FOR  SUPPLEMENTAL  FUNDS 

The  supplemental  estimate  of  $600,000  is  needed  to  provide  additional  general 
assistance  payments  and  to  purchase  hay  for  Indian  livestock  due  to  the  severe 
winter  blizzards  in  the  States  of  Montana,  South  Dakota,  and  North  Dakota. 
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JUSTIFICATION 

2.  Welfare  and  guidance  services,  $600,000 

Severe  winter  weather  conditions  set  in  early  this  year  in  Montana  and  the 
Northern  Plains  States,  with  blizzards  and  extremely  low  temperatures.  Seasonal 
employment  opportunities  stopped  completely.  It  is  estimated  that  it  will  be 
necessary  to  provide  assistance  during  the  winter  and  early  spring  for  approxi- 
mately 2,000  persons  more  than  anticipated,  as  a result  of  the  extreme  weather 
conditions;  and  to  provide  additional  assistance,  particularly  with  respect  to  fuel, 
for  the  normal  caseload.  The  total  cost  of  this  assistance  is  estimated  at  $350,000. 

The  unusual  heavy  snow  in  Montana  and  the  Dakotas  also  has  caused  a critical 
condition  with  respect  to  feed  for  cattle.  Snow  accumulation  is  50  inches  in  parts 
of  the  State.  Very  little  hay  for  livestock  is  available  locally  and  prices  are 
extremely  high.  In  some  places  the  melted  snow  has  formed  a crust  which  has 
prevented  blowing  of  snow  from  areas  that  would  normally  be  available  for 
livestock  use.  Most  livestock  have  been  on  feed  continuously.  It  is  estimated 
that  the  severe  weather  conditions  will  continue  until  the  first  of  April,  and  the  pur- 
chase of  5,000  tons  of  hay  will  be  required  (the  cost  of  this  hay  is  estimated  at 
$250,000). 


2,000  persons,  at  $30 $60,  000 

Multiplied  by  3 months 180,  000 

11,600  persons,  at  $5 58,  000 

Multiplied  by  3 months 174,  000 

Plus 180,000 


Subtotal 354,000 

Round  off —4,  000 


Total 350,000 


General  Statement 

Mr.  Denton.  Do  you  have  a statement,  Mr.  Nash? 

Mr.  Nash.  Yes. 

Mr.  Denton.  We  shall  insert  it  in  the  record. 

(The  statement  follows:) 

Mr.  Chairman  and  members  of  the  committee,  I appreciate  the  opportunity  to 
present  to  this  committee  the  requests  of  the  Bureau  of  Indian  Affairs  for  supple- 
mental appropriations  for  fiscal  year  1965.  The  need  for  these  funds  has  been 
occasioned  by  the  recent  storms  and  floods  in  the  Pacific  Northwest  and  the  pro- 
longed snowstorms  and  blizzards  in  the  States  of  North  Dakota,  South  Dakota, 
and  Montana.  For  fiscal  year  1965,  we  are  requesting  supplemental  appropria- 
tions totaling  $3,625,000. 

The  first  item  is  in  the  amount  of  $600,000,  and  is  requested  under  the  “Educa- 
tion and  welfare  services”  appropriation.  These  funds  are  needed  to  make 
general  assistance  grants  to  approximately  2,000  persons  more  than  was  antici- 
pated. This  increase  in  caseload  is  due  to  extreme  weather  conditions.  Provision 
is  also  made  for  the  purchase  of  hay  for  livestock. 

The  second  item  is  in  the  amount  of  $1,910,000  and  is  being  requested  under  the 
“Construction”  appropriation.  These  funds  are  needed  to  repair  or  reconstruct 
facilities  that  were  destroyed  or  damaged  by  the  recent  floods  in  the  Pacific 
Northwest.  Of  the  total  amount  of  $1,910,000,  we  are  requesting  $978,000  to 
assist  Indian  families  in  the  replacement  or  repair  of  their  homes,  $170,000  to 
assist  the  Warm  Springs  Tribe  in  rehabilitating  the  Kahneeta  recreational  facilitjq 
$330,000  for  the  reconstruction  of  the  Warm  Springs  water  and  sewer  systems, 
$125,000  for  the  rehabilitation  and  repair  of  access  timber  and  logging  roads,  and 
$307,000  for  the  repair  of  various  irrigation  facilities. 

The  third  item  for  1965  is  a request  of  $1,115,000  to  liquidate  obligations  that 
will  be  incurred  under  the  contract  authority  that  is  provided  to  the  Bureau  by 
the  Federal- Aid  Highway  Act.  Obligations  will  be  incurred  to  repair  road  damage 
on  the  Hoopa  and  Warm  Springs  Reservations. 

That  concludes  my  statement,  Mr.  Chairman. 
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ADDITIONAL  WELFARE  ASSISTANCE 

Mr.  Denton.  Please  explain  the  need  for  this  item  and  tell  us  the 
basis  for  the  estimate. 

Mr.  Nash.  Let  us  take  welfare  costs  first:  Our  caseload  is  about 
2,000  persons  more  per  month  on  the  average  than  was  estimated 
when  winter  first  set  in.  Taking  the  cost  of  $30  times  2,000  persons 
for  3 months  results  in  the  need  for  $180,000  for  assistance  to  people. 
In  addition  to  this,  the  very  cold  winter  has  caused  us  to  add  $5  to 
the  welfare  allowance  for  extra  fuel  and  this  times  the  total  caseload 
times  3 months  results  in  the  need  for  $350,000  additional  welfare 
costs  rounded  off.  Now,  the  hay  costs  we  are  estimating  at  $250,000. 
The  basis  for  this  estimate  is  the  cost  of  5,000  tons  of  hay  that  we 
believe  will  be  needed  before  spring  and,  if  the  chairman  cares  to  see 
them,  we  brought  along  some  photographs  of  the  conditions  and  the 
hay  distribution  that  has  been  made  out  of  the  existing  welfare  funds. 

Mr.  Denton.  To  what  extent  in  the  past  have  we  provided  funds 
in  an  emergency  such  as  this  to  the  Indians  for  the  feeding  of  cattle? 

Mr.  Nash.  I will  ask  Mr.  Wiles  to  answer  that. 

Mr.  Wiles.  I donT  remember  any  specific  occasion,  offhand. 

Mr.  Denton.  You  can  put  it  in  the  record. 

(The  information  follows:) 

In  years  past,  whenever  weather  conditions  or  drought,  extreme  cold,  heavy 
snow,  and  the  like  have  caused  hardship  and  suffering  to  humans  and  livestock  on 
the  reservations,  it  has  been  the  practice  of  this  Bureau  to  relieve  the  suffering 
and  protect  the  livelihood  of  the  Indians  by  taking  such  emergency  steps  as  was 
necessary  in  the  way  of  providing  food  and  fuel  for  the  people  and  supplemental 
feed  for  the  livestock. 

An  outstanding  example  of  such  an  instance  is  the  winter  of  1948-49  in  the 
Gallup,  Aberdeen,  and  Billings  areas,  when  hay  was  dropped  for  snow-isolated 
herds. 

Precedent  for  the  current  request  is  provided  by  the  Second  Deficiency  Appro- 
priation Act  of  1949.  Excerpts  from  that  act  and  the  Senate  hearings  on  the 
bill  follow; 

Funds  Provided  for  the  Feeding  of  Indian-Owned  Livestock  in  the  Second 
Deficiency  Appropriation  Act,  1949 

The  Second  Deficiency  Appropriation  Act,  1949,  included  an  appropriation  item 
under  the  Office  of  the  Secretary  which  was  headed  “Reimbursement  of  Certain 
Appropriations.’’  The  appropriation  language  carried  in  the  act  under  this  item 
was  as  follows: 

“To  enable  the  Secretary  of  the  Interior  to  reimburse  applicable  appropriations 
for  costs  of  personnel,  supplies,  and  facilities,  diverted  for  work  in  connection  with 
emergencies  resulting  from  storms  in  the  Western  States,  including  emergency 
relief  for  Indians  in  areas  isolated  by  such  storms,  and  for  cooperation  with 
Federal  and  non-Federal  agencies  for  assistance  by  use  of  personnel,  supplies,  and 
facilities,  $2,586,000.” 

Included  in  the  $2,586,000  was  $1,196,000  for  reimbursement  to  the  Bureau  of 
Indian  Affairs.  (See  p.  384  of  the  Senate  Appropriation  Committee  hearings  on 
the  second  deficiency  appropriation  bill,  1949.)  Pertinent  parts  of  the  justifica- 
tion for  the  above-mentioned  appropriation  that  applied  to  the  Bureau  of  Indian 
Affairs  follows. 

(2)  Bureau  of  Indian  Affairs: 

“Emergency  operations  carried  on  by  the  Bureau  of  Indian  Affairs  during  the 
unprecedented  blizzard  consisted  primarily  of  (a)  snow-removal  operations; 
(b)  assistance  to  Indians;  and  (c)  subsistence  to  livestock.  These  operations 
covered  16  Indian  agencies  in  9 States. 

“Partly  because  of  the  low  economic  level  of  many  Indians  and  the  fact  that  the 
severe  storm  broke  early  this  year,  the  Bureau  of  Indian  Affairs  has  been  more  or 
less  on  an  emergency  basis  in  some  one  or  another  area  since  January  1.  Aside 
from  the  difficulty  of  opening  up  roads,  we  were  faced  very  early  with  depleted 
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financial  resources  for  providing  relief  for  people  and  feed  for  livestock.  The  total 
obligated  by  the  Bureau  of  Indian  Affairs  amounted  to  $1,196,000,  as  follows; 
******* 

“(c)  Subsistence  of  livestock,  $356,291. — Subsistence  to  livestock  was  aggravated 
by  the  necessity  of  transporting  feed  over  long  distances  and  to  scattered  places 
on  reservations  over  hazardous  roads. 

‘‘Gathering  cattle,  feeding,  and  performing  the  many  tasks  incident  thereto 
involved  the  employment  of  many  riders  and  feeders.  This  was  particularly 
so  in  the  initial  phase  of  the  emergency  when  the  weather  was  so  extreme  and 
the  snow  so  deep.  Indian-owmed  livestock  in  the  storm  areas  assisted  numbered 
175,947  cattle  and  113,489  sheep.  Approximately  7,800  tons  of  feed  concentrates 
and  hay  have  been  purchased  and  distributed  to  this  livestock.  Locating  and 
obtaining  feed  supplies  necessitated  excessive  travel  and  communication  expenses. 
Automotive  equipment  was  badly  abused  to  route  feed  to  feeding  areas  and 
additional  help  and  transportation  were  sometimes  necessary.  Livestock  losses 
are  not  yet  available  but  held  superintendents  report  that  only  by  this  emergency 
assistance  do  the  livestock  have  a chance  to  survive  the  winter.  * * *” 

Mr.  Denton.  How  much  of  that  estimate  has  already  been  ex- 
pended from  available  funds? 

Mr.  Nash.  $65,872  has  been  used  to  purchase  hay  up  to  the  present 
time  and  in  addition  we  esthnate  that  we  have  used  approximately 
$280,000  to  provide  for  the  increased  welfare  caseload. 

Mr.  Denton.  Please  provide  for  the  record  the  present  unobligated 
balance  under  this  appropriation  item. 

(The  information  follows:) 

The  unobligated  balance  of  the  “Education  and  welfare  services”  appropriation 


as  of  February ,28,  1965,  is  as  follows: 

Amount  appropriated $95,  868,  500 

Applied  to  liquidation  of  contract  authority —989,  683 

Amount  available  for  fiscal  year  1965  obligations 94,  878,  817 

Direct  obligations  incurred  through  Feb.  28,  1965 68,  029,  418 

Unobligated  balance  as  of  Mar.  1,  1965 26,  849,  399 


643 


Construction 

Object  classification 


[In  thousands  of  dollars] 


Presently 

available, 

1965 

Revised 

estimate 

1965 

Increase 

BUEEATT  OF  INDIAN  AFFAIRS 

Personnercompensation; 

4, 003 

4,  003 

4,  245 

4,  682 
488 

437 

488 

Total  personnel  compensation 

8,736 

477 

9, 173 
493 

437 

16 

21. 0 Travel  and  transportation  of  persons _ 

664 

676 

12 

796 

800 

4 

23. 0 Rent,  "communications,  and  utilities 

439 

440 

1 

67 

67 

2,  686 

3, 408 
709 

722 

709 

26. 0 Supplies  and  materials 

5, 373 

5,  615 
2,  655 

242 

31. 0 Equipment 

2,  647 

8 

32. 0 Lands  and  structures 

36,  263 

36, 378 

115 

41  0 Grants,  subsidies,  and  contributions  

353 

353 

Subtotal  

58, 857 
-59 

60,  767 
-59 

1,910 

95.0  Quarters  and  subsistence  charges 

Total  obligations,  Bureau  of  Indian  Affairs 

58,  798 

60,  708 

1,910 

ALLOCATION  ACCOUNTS 

Personnel  compensation: 

11.1  Permanent  positions 

1,250 

4 

1,250 

4 

11.3  Positions  other  than  permanent-. 

11.5  Other  personnel  compensation 

20 

20 

Total  personnel  compensation 

1,274 

97 

1,274 

97 

12. 0 Personnel  benefits. . 

21. 0 Travel  and  transportation  of  persons 

68 

68 

22.0  Transportation  of  things..  . ..  

11 

11 

23. 0 Rent,  communications,  and  utilities. . 

26 

26 

24. 0 Printing  and  reproduction 

7 

25. 1 Other  services.  

16 

16 

25.2  Services  of  other  agencies.  

119 

119 

26.  0 Supplies  and  materials  . _ 

36 

36 

31.0  Equipment..  

33 

33 

32.0  Lands  and  structures  . ..  .... 

3, 366 

3, 366 

Total  obligations,  allocation  accounts  

5, 053 

5, 053 

99. 0 Total  obligations  

63, 851 

58,  798 
4,984 
69 

65,  761 
60,  708 

1,910 

Obligations  are  distributed  as  follows: 

Interior: 

Bureau  of  Indian  Affairs 

1,910 

Bureau  of  Reclamation.  

4,984 

69 

Defense — Civil,  Army 

Personnel  summary 


Presently 

available, 

1965 

Revised 

esthnate, 

1965 

Increase 

BUREAU  OF  INDIAN  AFFAIRS 

Total  number  of  permanent  positions 

559 

559 

Full-time  equivalent  of  other  positions.  . ..  

659 

745 

86 

Average  number  of  all  employees.  ..  . ...  

1,174 

1,260 

86 

ALLOCATION  ACCOUNTS 

Total  number  of  permanent  positions .. 

159 

159 

Full-time  equivalent  of  other  positions  .. 

1 

1 

A verage  number  of  all  employees 

160 

160 
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Program  and  financing 


[In  thousands  of  dollars] 


Presently 

available, 

1965 

Revised 

estimate, 

1965 

Increase 

Program  by  activities: 

1.  Buildings  and  utilities 

52, 254 
11,  562 
35 

53, 732 
11, 994 
35 

1,478 

432 

2.  Irrigation  systems 

3.  Land  acquisition 

10  Total  program  costs,  funded  obligations 

Financing: 

21  Unobligated  balance  available,  start  of  year 

24  Unobligated  balance  available,  end  of  year 

40  New  obligati onal  authority  (appropriation) 

Relation  of  obligations  to  expenditures: 

71  Total  obligations  (affecting  expenditures) 

72  Obligated  balance,  start  of  year  

63,851 

-12,592 

750 

65, 761 

-12,  592 
750 

1,910 

52,009 

53, 919 

1,910 

63, 851 
36, 869 
-53,  514 

65, 761 
36,869 
-54,  507 

1, 910 

74  Obligated  balance,  end  of  year 

flO  EYpfiTiditnrPis 

-993 

47, 206 

48, 123 
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Mr.  Denton.  Now,  we  shall  take  up  construction;  $1,910,000  is 
requested  for  replacement  or  repair  of  Indian  homes  and  irrigation 
and  other  facilities  in  Western  and  Northwestern  United  States  that 
were  damaged  or  destroyed  by  the  recent  floods.  We  shall  insert 
the  item  from  House  Document  111  and  the  justification  in  the 
record. 

(The  matter  referred  to  follows:) 

CONSTRUCTION 

“For  an  additional  amount  for  ‘Construction’,  $1,910,000,  to  remain  available 
until  expended:  Provided,  That  not  to  exceed  $30,000  shall  be  available  for  purchase 
of  land  in  the  State  of  California  outside  the  boundaries  of  existing  Indian  reserva- 
tions.” 

Construction 


Appropriation  to  date $52,  009,  000 

Obligations  to  Jan.  31,  1965 $24,  948,  901 

Expenditures  to  Jan.  31,  1965 $35,  603,  995 

Budget  estimate  next  fiscal  year $68,  975,  000 

Request $1,  910,  000 

Employment: 

Average  number  current  appropriation 1,  334 

Number  involved  this  estimate 86 

Actual  employment  Jan.  31,  1965 890 


PURPOSE  AND  NEED  FOR  SUPPLEMENTAL  FUNDS 

The  funds  requested  in  this  estimate  are  needed  to  replace  or  repair  Indian 
homes  and  irrigation  and  other  facilities  in  the  Western  and  Northwestern  United 
States  that  were  damaged  or  destroyed  by  unusual  floods  during  December  1964. 

JUSTIFICATION 

The  $1,910,000  supplemental  appropriation  requested  by  this  estimate  is  needed 
to  cover  damages  caused  to  Indian  homes  and  facilities  by  unprecedented  floods 
which  occurred  in  December  1964  in  the  Pacific  Northwest. 

There  follows,  by  activity,  the  estimated  amounts  of  funds  that  will  be  needed  to 
replace  of  repair  destroyed  or  damaged  Indian  homes  and  facilities: 

1.  Buildings  and  utilities,  $1,478,000 

$170,000:  The  $170,000  is  needed  to  assist  in  the  replacement  and  repair  of  the 
severely  damaged  Kahneeta  hot  springs  recreational  facility  including  buildings, 
utilities,  and  other  facilities.  The  Kahneeta  facility  is  an  economic  development 
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project  recently  constructed  by  the  Warm  Springs  Tribe  from  tribal  funds.  In 
addition  to  the  amount  requested  in  this  estimate,  the  tribe  is  proceeding  to  do 
dike  work  on  the  river  adjacent  to  this  facility  to  protect  it  from  further  damage 
from  anticipated  spring  floods. 

The  tribe  is  also  planning  to  construct  homes  to  replace  those  in  undesirable 
areas  surrounding  the  Warm  Springs  agency.  The  initial  phase  of  this  housing 
program  is  estimated  to  cost  the  tribe  approximately  $1  million.  In  addition, 
they  are  planning  a wood  utilization  plant  to  better  utilize  their  timber  resources. 
This  plant  is  estimated  to  cost  the  tribe  approximately  $1  million  to  $1,500,000. 

The  Warm  Springs  Tribe’s  long-range  program  shows  a need  for  approximately 
$13  million  including  improved  housing  loan  programs,  home  repair  and  rehabili- 
tation program,  and  individual  and  tribal  enterprises. 

With  these  extensive  development  programs  flnanced  from  tribal  funds,  the 
$170,000  requested  in  this  estimate  represents  only  token  financial  assistance  to 
the  tribe  in  the  reconstruction  of  a tribal  enterprise  in  which  the  tribe  has  already 
invested  substantial  funds. 

$330,000:  This  amount  is  needed  for  the  reconstruction  of  the  destroyed  water 
system;  rehabilitation  of  agency  Imhoff  sewer  system;  and  miscellaneous  repairs 
on  the  Warm  Springs  agency. 

$978,000:  This  amount  is  requested  to  assist  individual  Indians  in  the  replace- 
ment and/or  repair  of  their  homes  which  were  lost  or  severely  damaged  by  the 
floods.  The  Public  Health  Service  is  requesting  the  necessary  funds  to  replace 
or  repair  individual  and/or  community  water  and  sewer  facilities  which  serve  the 
homes  included  in  this  estimate. 

This  amount  requested  will  partially  finance  113  homes  which  were  totally 
destroyed  as  follows: 


Portland:  Warm  Springs 3 

Sacramento : 

Hoopa  Valley 36 

Resighini 15 

Orleans 5 

Somes  Bar 5 

Above  Somes  Bar 4 

Weitchpec 7 

Below  Weitchpec 17 

Blue  Creek 2 

Techta  Creek 1 

Tee  Bar 3 

Cottage  Grove 1 

Aubrey  Creek 1 

Happy  Camp 13 


Total 


113 


This  amount  will  also  assist  in  the  repair  of  94  homes  which  were  severely 
damaged  as  follows: 


Portland: 

Warm  Springs 21 

Umatilla 1 

Yakima 4 

Nez  Perce  (Sweetwater  and  Spaulding  Area) 10 

Sacramento: 

Hoopa  Valley 43 

Resighini 2 

Orleans 1 

Weitchpec 1 

Happy  Camp 11 


Total 94 


The  estimate  also  includes  funds  required  to  purchase  new  homesites  where  the 
floods  completely  washed  away  the  lands  on  which  homes  were  previously  built. 
Under  this  program,  the  Bureau  will  make  grants  for  the  construction  or  rehabili- 
tation of  homes  to  individual  Indian  families.  These  grants  will  be  made  on  a 
need  basis. 
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2.  Irrigation  systems,  $432,000 

This  estimate  provides  funds  for  the  restoration,  repair,  and  replacement  of 
irrigation  facilities;  and  rehabilitation  and  repair  of  access  timber  and  logging 
roads.  A breakdown  of  the  estimate  by  location  follows: 

CALIFORNIA 

Hoopa  Valley  Reservation,  $243,300:  Rehabilitation  and  repair  of 

access  timber  and  logging  roads $125,  000 

R^eplacement  and  repair  of  irrigation  facilities: 

Repair  Mill  Creek  siphon  serving  418.6  acres 14,  500 

Replace  Mill  Creek  diversion  dam  serving  605  acres 40,  000 

Replace  Hostler  Creek  siphon 8,  500 

Replace  Hostler  Creek  diversion  dam  serving  201.5  acres 8,  150 

Repair  Matilton  Creek  diversion  dam  serving  112.9  acres 3,  500 

Replace  Campbell  Field  diversion  dam  serving  364.5  acres 15,  150 

Replace  Supply  Creek  diversion  dam  serving  91  acres 16,  000 

Replace  Scotish  Creek  diversion  dam  serving  103.5  acres 12,  500 


Total 118,  300 


Laytonville  Rancheria,  $3,495:  Replacement  and  repair  of  irrigation 

facilities  :|Replace  well  and  pumping  facilities 3,  495 


Replacement  and  repair  of  irrigation  facilities:  Repair  of  2 diver- 
sion dams  on  Shackleford  Creek  serving  354  acres: 

Repair  camp  ditch  turnout 2,  900 

Repair,camp  ditch 1,  800 

Replace  Fraitis  ditch  turnout 4,  075 

Repair  Fraitis  ditch 2,  900 


Total 11,675 


IDAHO 

Fort  Hall  Reservation,  $29,080: 

Replacement  and  repair  of  irrigation  facilities:  Michaud  unit: 

For  repair  of  washouts  and  removal  of  silt  and  debris  from  irriga- 
tion and  drainage  canals  and  ditches  in  south  main  system  which 
includes  Michaud  Creek,  Bannock  Creek,  Owl  lateral  system, 

and  Bannock  Creek  drainage  system^ 22,  500 

Minor  units:  For  repair  of  washouts,  removal  of  silt  and  debris, 

replace  structures,  and  relocate  and  replace  check  and  turnouts-  6,  580 


Total 29,  080 


NEVADA 

Pyramid  Lake,  $72,000: 

Replacement  and  repair  of  irrigation  facilities: 

Install  siphon  in  place  of  destroyed  flume 56,  000 

Repair  of  irrigation  facilities 16,  000 


Total 72,  000 


Washoe  Ranches,  $1,300:  Replacement  and  repair  of  irrigation  facili- 
ties: Repair  of  irrigation  facilities 1,  300 


OREGON 

Umatilla" Reservation,  $15,000:  Replacement  and  repair  of  irrigation 
facilities:  Replace  and  repair  dikes  and  jetties  to  protect  low  lands.  15,  000 


Warm'^Springs,  $50,350:  Replacement  and  repair  of  irrigation  facilities: 

Repair  and  rehabilitate  diversion  dams  and  laterals  on  Simnasho, 

Mill  Creek,  Shitike,  Tenino,  Middle  Warm  Springs,  and  Lower  Warm 
Springs  units  of  Warm  Springs  irrigation  project 50,  350 


647 


WASHINGTON 

Yakima  Reservation,  $5,800: 

Replacement  and  repair  of  irrigation  facilities: 

Repair  irrigation  ditch  to  individual  allotments  in  Satus  area_  $800 
Repair  of  erosion  damage  to  Satus  2 Canal  and  Satus  Creek__  5,  000 


Total 5,  800 


Mr.  Denton.  Please  explain  what  this  estimate  covers  and  tell  us 
how  the  cost  figures  were  determined. 

Mr.  Nash.  Yes,  sh\  The  chairman  is  talking  about  the  $978,000 
for  the  replacement  of  individual  homes.  This  is  based  on  a dwelling- 
by-dwelling  survey.  Is  the  chairman  talking  about  the  whole 
estimate? 

Mr.  Denton.  Yes;  the  whole  estimate. 

REPAIR  AND  REPLACEMENT  OF  PHYSICAL  FACILITIES 

Mr.  Nash.  All  right,  we  can  go  back  to  the  beginning.  The 
$1,900,000  consists  of  these  things:  $978,000  to  assist  Indian  families 
in  the  replacement  and  repair  of  their  homes;  $170,000  to  assist  the 
Warm  Springs  Tribe  in  rehabilitating  the  Kahneeta  recreational 
facility,  which  was  very  badly  damaged  by  the  flood;  $330,000  for  the 
reconstruction  of  the  Warm  Springs  water  and  sewer  systems;  $125,000 
for  the  rehabilitation  and  repair  of  access  timber  and  logging  roads; 
and  $307,000  for  the  repair  of  various  irrigation  facilities. 

KAHNEETA  RECREATIONAL  FACILITY 

Breaking  this  down  into  $1,478,000  for  buildings  and  utilities — let’s 
start  with  the  $170,000  for  the  Kahneeta  recreational  facilities.  This 
is  a tribal  enterprise  into  which  the  Warm  Springs  Tribe  have  put  a 
great  deal  of  their  ovm  money.  It  is  a very  popular  resort  which  is 
making  money  for  the  Indians. 

People  come  down  from  Portland  to  take  advantage  of  this,  and  it 
received  extensive  damage  in  this  flood.  The  tribe  itself  will  put 
much  more  money  than  we  are  asking  for  into  the  repair  and  restora- 
tion of  this  facility,  but  we  would  like  to  help  them  out  to  the  extent 
of  $170,000  so  that  we  will  be  certain  to  have  this  facility  open  for  the 
season  which  is  not  too  far  off. 

Mr.  Denton.  Are  they  paying  for  it  themselves? 

Mr.  Nash.  Yes. 

Mr.  Denton.  The  justifications  indicate  that  this  is  only  a token 
financial  assistance  to  the  Warm  Springs  Tribe  and  does  not  seem 
to  be  mgently  needed.  Just  how  was  the  figure  $170,000  determined? 

Air.  Nash.  This  represents  the  actual  bare  minimum  costs  of 
replacing  the  damaged  cabins,  our  estimates  for  the  bathhouses, 
concession  stands,  paving,  the  pumphouses,  landscaping,  trailer 
court,  cabins,  furnishings,  and  equipment.  All  were  damaged  by 
water  and  mud,  and  the  cleanup  to  get  out  the  flood  debris  will  cost 
$170,000.  Now,  there  are  other  sums  that  the  tribe  itself  are  putting 
in. 

Air.  Denton.  Do  you  know  how  much  that  is? 

Air.  Nash.  The  total  is  $282,000,  so  we  are  asking  the  tribe  to 
pick  up  $112,000  out  of  the  amount  to  repair  the^ ' ^ 

Air.  Denton.  The  total  is  how  much? 
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Mr.  Nash.  $282,000. 

Mr.  Denton.  And  we  are  paying  $170,000,  so  that  is  $112,000  they 
are  paying? 

Mr.  Nash.  That  is  right. 

WARM  SPRINGS  AGENCY  WATER  AND  SEWER  SYSTEM 

Mr.  Denton.  $330,000  is  also  for  the  Warm  Springs  agency  for 
the  reconstruction  of  water  and  sewer  systems  and  other  repairs. 
What  is  the  Warm  Springs  Tribe  contributing  to  this  work? 

Mr.  Nash.  Nothing.  This  is  the  Government’s  own  system. 
So  we  are  paying  $330,000  which  is  100  percent  of  the  damage. 

Mr.  Denton.  $978,000  is  requested  to  partially  finance  113  homes 
which  were  totally  destroyed  by  the  floods  and  the  repair  of  94  homes. 
Just  what  does  this  partial  financing  consist  of? 

REPAIR  AND  REPLACEMENT  OF  INDIAN  HOMES 

Mr.  Nash.  This  will  consist  of  the  replacement  of  113  homes  and 
the  repair  of  94  homes.  This  will  allow  an  average  $5,000  allowance 
toward  the  replacement  of  new  homes  and  $2,000  allowance  toward 
the  rehabilitation  and  repair  of  damaged  homes.  We  will  expect 
individuals  who  receive  this  assistance  to  apply  for  it  and  to  use  their 
own  money  or  to  apply  for  disaster  loans  to  the  fullest  extent  possible. 

Individuals  who  have  no  means  or  cannot  pay  back  a loan  might 
receive  100  percent  of  the  cost,  but  other  individuals  who  can  pay  back 
a loan  or  who  have  means  of  their  own  will  perhaps  receive  much  less. 
The  Bureau  of  the  Budget  allows  us  $3,000  on  the  average. 

Mr.  Chairman,  this  is  a departure  from  the  way  we  handled  the 
flood  disaster  in  Montana  and  the  earthquake  disaster  in  Alaska. 
We  paid  100  percent  of  costs  in  both  of  those  places.  The  Bureau  of 
the  Budget  asked  us  to  do  it  this  way. 

IRRIGATION  FACILITIES 

Mr.  Denton.  Highlight  the  request  of  $432,000  for  repair  of 
irrigation  facilities. 

Mr.  Nash.  Mr.  Johnson,  would  you  care  to  answer? 

Mr.  Johnson.  This  is  for  the  rehabilitation  of  the  irrigation  facili- 
ties that  have  been  destroyed  and  for  the  repair  of  structures  that 
have  been  washed  out. 

Mr.  Nash.  We  have  a schedule  here. 

Mr.  Denton.  Put  it  in  the  record. 

(The  information  may  be  found  on  p.  646.) 

Mr.  Denton.  Is  there  anything  in  this  estimate  that  does  any  more 
than  replace  in-kind  facilities  destroyed  or  damaged  by  the  floods? 

Mr.  Nash.  No  ; there  is  nothing  added.  This  is  simply  replacement 
of  destroyed  or  damaged  facilities. 

PRESENT  UNOBLIGATED  BALANCE 

Mr.  Denton.  Please  provide  for  the  record  the  present  unobligated 
balance  under  the  construction  program. 

(The  information  follows :) 
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Status  of  construction  appropriations  for  fiscal  year  1965,  as  of  F eh.  28,  1965 


Total 

avahable 

Obhgations 
Feb.  28,  1965 

Unobligated 

balance 

Construction: 

Buildings  and  utihties 

$52, 277, 155 
11, 561, 996 
11, 703 

$20,676,796 
6,  977, 755 
8,142 

$31, 600, 359 
4, 584, 241 
3,  561 

Irrigation  systems ..  - 

Land  acquisition  

Total  

63, 850, 854 

27, 662, 693 

36, 188, 161 

Road  construction: 

Federal-aid  highway  roads 

17, 658, 996 
293, 688 

7, 961,699 
177, 938 

9, 697, 297 
115, 750 

Navajo-Hopi  Routes  1 and  3 

Total  

17, 952, 684 

8, 139, 637 

9, 813,  047 

Road  Construction  (Liquidation  of  Contract  Authorization) 


Object  classification 


11.1 

11.3 

11.5 


12.0 

21.0 

22.0 

23.0 

24.0 

25.1 

25.2 
26.0 

31.0 

32.0 

41.0 


95.0 

99.0 


11.1 

11.3 

11.5 


12.0 

21.0 

22.0 

23.0 

25.1 

25.2 
32.0 


99.0 


[In  thousands  of  dollars] 


BUREAU  OF  INDIAN  AFFAIRS 
Personnel  compensation: 

Permanent  positions 

Positions  other  than  permanent 

Other  personnel  compensation 

Total  personnel  compensation 

Personnel  benefits 

Travel  and  transportation  of  persons 

Transportation  of  things 

Rent,  communications,  and  utihties 

Printing  and  reproduction 

Other  services — 

Services  of  other  agencies 

Supplies  and  materials 

Equipment 

Lands  and  structures 

Grants,  subsidies,  and  contributions 

Subtotal 

Quarters  and  subsistence  charge 

Total  obhgations,  Bureau  of  Indian  ASairs 

ALLOCATION  TO  COMMERCE,  BUREAU  OF  PUBLIC  ROADS 
Personnel  compensation: 

Permanent  positions 

Positions  other  than  permanent 

Other  personnel  compensation 

Total  personnel  compensation 

Personnel  benefits 

Travel  and  transportation  of  persons 

Transportation  of  things. 

Rent,  communications,  and  utihties 

Other  services 

Services  of  other  agencies 

Lands  and  structures 

Total  obhgations.  Bureau  of  PubUc  Roads 

Total  obhgations 


Presently 

Revised  esti- 

available. 

mate,  1965 

Increase 

1965 

3, 121 

3, 121 

2,  568 

2, 936 

368 

242 

242 

5,931 

6,  299 

368 

345 

357 

12 

250 

255 

5 

350 

353 

3 

400 

403 

3 

10 

10 

1, 340 

1,340 

50 

50 

2, 460 

2, 734 

274 

1, 220 

1, 220 

5,  537 

5, 987 

450 

2 

2 

17, 895 

19,  010 

1,115 

62 

62 

17, 833 

18,  948 

1,115 

17 

17 

5 

5 

6 

6 

28 

28 

2 

2 

5 

5 

1 

1 

1 

1 

5 

5 

7 

7 

70 

70 

119 

119 

17,953 

19, 068 

1, 115 
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Personnel  summary 


Presently 

available, 

1965 

Revised 

estimate, 

1965 

Increase 

BUREAU  OF  INDIAN  AFFAIRS 

Total  number  of  permanent  positions  . _ 

525 

525 

Full-time  equivalent  of  other  positions 

445 

510 

65 

Average  number  of  all  employees 

920 

985 

65 

ALLOCATION  TO  COMMERCE,  BUREAU  OF  PUBLIC  ROADS 

Total  number  of  permanent  positions 

6 

6 

Full-time  equivalent  of  other  positions 

1 

1 

Average  number  of  all  employees  

3 

3 

Program  and  financing 

[in  thousands  of  dollars] 


Presently 

available, 

1965 

Revised 
estimate,  1965 

Increase  ( — ) 
or  decrease 
(-) 

Program  by  activities: 

1.  Federal-aid  highway  roads 

2.  Navajo-Hopi  roads,  Routes  1 and  3 

10  Total  program  costs,  funded — obligations 

Financing: 

21.49  Unobligated'balance  available,  start  of  year:  Con- 
tract authorization 

16, 888 
1,065 

18,  003 
1,  065 

+1,115 

17,  953 

—19,  953 
20,  000 

19,  068 

—19, 953 
18, 885 

+1, 115 

24.49  Unobligated  balance  available,  end  of  year:  Con- 
tract authorization 

—1, 115 

New  obligational  authority  (current  authori- 
zation)   

18,  000 

18,  000 

Relation  of  obligations  to  expenditures: 

71  Total  obligations  (affecting  expenditures).. 

72. 49  Obligated  balance,  start  of  year:  Contract  authori- 
zation . . 

17,  953 
7,  937 
—7,  585 

19,  068 
7,  937 
—8,  000 

+1, 115 

74.49  Obligated  balance,  end  of  year:  Contract  authori- 
zation  

—415 

90  Expenditures  

18,  304 

19,  004 

+700 

Mr.  Denton.  Now,  we  shall  take  up  road  construction. 

Requested  for  liquidation  of  obligations  is  $1,115,000  incurred  for 
reconstruction  of  Indian  reservation  roads  and  bridges  in  California 
and  Oregon  damaged  or  destroyed  by  the  recent  floods.  We  shall 
insert  the  item  from  House  Document  111  and  the  justifications  in 
the  record. 

(The  matter  referred  to  follows:) 

Road  Construction  (Liquidation  of  Contract  Authorization) 

“For  an  additional  amount  for  ‘Road  construction  (Liquidation  of  contract 
authorization)’,  $1,115,000,  to  remain  available  until  expended.” 
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Road  Construction  (Liquidation  of  Contract  Authorization) 


Appropriation  to  date $17,  000,  000 

Obligations  to  Jan.  31,  1965 $7,  350,  505 

Expenditures  to  Jan.  31,  1965 $11,  861,  751 

Budget  estimate  next  fiscal  year $16,  900,  000 

Request $1,  115,  000 

Employment: 

Average  number,  current  appropriation 920 

Number  involved  this  estimate 65 

Actual  employment  Jan.  31,  1965 729 


PURPOSE  AND  NEED  FOR  SUPPLEMENTAL  FUNDS 

The  funds  requested  in  this  estimate  are  required  to  reconstruct  Indian  reser- 
vation roads  and  bridges  in  the  States  of  California  and  Oregon  that  were  damaged 
or  destroyed  by  unusual  floods  during  December  1964. 

JUSTIFICATION 

Obligation  'program,  $1,115,000 
Liquidation  program,  $1,115,000 

The  estimate  for  the  additional  road  construction  obligation  program  for  fiscal 
year  1965  is  $1,115,000.  This  additional  program  is  required  to  reconstruct 
Indian  reservation  roads  and  bridges  in  the  States  of  California  and  Oregon  that 
were  damaged  or  lost  by  unusual  rains  and  floods  during  December  1964. 

The  Federal-Aid  Highway  Act  of  1962  authorized  in  section  2,  for  the  purpose 
of  carrying  out  the  provisions  of  title  23  of  the  United  States  Code,  the  appropri- 
ation for  Indian  reservation  roads  and  bridges,  $18  million  for  the  fiscal  year 
ending  June  30,  1965.  The  Congress  approved  the  1965  budget  with  an  obliga- 
tion program  of  $16  million  and  a reserve  of  $2  million.  This  additional  program 
will  reduce  the  $2  million  reserve  to  $885,000. 

The  estimate  for  liquidation  program  (cash)  is  $1,115,000,  the  same  as  the 
obligation  authority. 

Following  is  a detailed  description  of  this  additional  program  based  upon  the 
total  estimated  obligations  to  be  incurred  during  the  1965  fiscal  year. 


State  of  California:  Hoopa  Valley  Indian  Reservation $940,  000 

State  of  Oregon:  Warm  Springs  Indian  Reservation 175,  000 

Total 1,  115,  000 


Project  estimates  are  as  follow^s: 


Hoopa  Valley  Reservation 


Number 

Name 

Miles 

Estimated 

cost 

S-1  

Pine  Ridge  Rd 

10.  6 

$6,  000 

P-2 

Hostler  Creek  Rd  (lower  5 miles)  . _ . 

13.  2 

35, 000 

S-2 

Big  Hill  Rd 

1.  7 

25, 000 

S-3 

Tulley  Creek  Rd  _ _ . _ 

3. 5 

20,  000 

Bridge 

100,  000 

S-4 

Mill  Creek  Rd  . . . 

16.9 

75, 000 

Bridge  . ....  ... 

100,  000 

S-5 

Community  Rd...  ....  ...... 

2.2 

10,  000 

S-6 

Telescope  Rd  (1st  0.6  mile  damage  to  remainder  of  route  is  un- 

5.9 

18,  000 

determined  at  this  time) . 

S-7 

Matilton  Cutoff,  Hospital  Creek  Crossing...  __  

1.3 

20,  000 

P-11 

Bald  Hill  Rd  . . . . 

2.  0 

60,  000 

S-11 

North  Bald  HUl  Rd  

11.8 

80, 000 

Bridge . 

38,  000 
27,  000 

S-13 

Ferry  Point  Rd.  ...  ... 

9.5 

S-14 

Campbell  Field  Rd  ...  ..  _.  . . . .. 

.8 

6,  000 

S-15 

Marshall  Lane  . ...  _ 

1.  2 

8,  000 

P-16 

Tash-a-Tang  Rd ......  ... 

1.  2 

8, 000 

S-17 

Bloody  Camp  Rd ...  ... 

8.6 

10,  000 

S-18 

Dowd  Rd ........ 

10.  7 

160,  000 

Bridge 

120,  000 

S-30 

Moon  Lane.  .....  . . 

. 8 

6, 000 

S-31 

Carpenter  Lane.  . 

. 6 

6,  000 

S-31 

Mill  Creek  Spur  ..  . . .... 

.5 

2,  000 

Total  Hoopa  Valley  projects .. 

940, 000 

44-864—65- 
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Warm  Springs  Reservation 


Number 

Name 

Miles 

Estimated 

cost 

98-1 

Reconstruct  grade  and  surface 

5.0 

$45, 000 
15, 000 
115, 000 

98-2 

Shitike  Creek  Bridge  No.  1 __  . 

98-4  . 

Shitike  Creek  Bridge  No.  2 and  approaches 

Total  Warm  Springs  projects 

175, 000 

Grand  total 

1, 115,  000 

EMERGENCY  WORK  COVERED  BY  THIS  ESTIMATE 

Mr.  Denton.  Please  summarize  the  emergency  work  covered  by 
this  estimate. 

Mr.  Nash.  This  work  is  required,  Mr.  Chairman,  to  reconstruct 
Indian  reservation  roads  and  bridges  in  both  the  States  of  California 
and  Oregon.  The  exact  detail  as  to  the  miles  and  the  costs,  which 
are  based  on  individual  estimates,  we  have  and  will  supply  for  the 
record.  Also,  Mr.  Trier,  the  Branch  Chief,  is  here  and  he  will 

Mr.  Denton.  Just  let  him  give  a general  statement  on  it,  if  he  will. 
How  good  is  this  estimate? 

Mr.  Trier.  It  is  broken  down  project  by  project  and  it  is  based  on 
previous  cost  records.  It  is  a very  close  estimate. 

Mr.  Denton.  How  much  of  this  repair  work  has  been  accomplished? 

Mr.  Trier.  Comparatively  little.  Most  of  the  work  that  has  been 
accomplished  to  date  has  been  in  the  removal  of  debris  and  an  attempt 
to  get  streams  back  to  their  normal  courses.  The  major  damage  here 
is  bridgework,  which  will  take  some  time  to  get  designs  out  and  have 
construction  done. 

present  unexpended  balance 

Mr.  Denton.  Please  provide  for  the  record  the  present  unexpended 
balance  under  this  appropriation. 

(The  information  follows:) 

Liquidation  of  contract  authorization 


Total  cash  available,  fiscal  year  1965 $18,  304,  361 

Expenditures  to  Feb.  28,  1965 12,  643,  281 

Unexpended  balance,  Feb.  28,  1965 5,  661,  080 


Mr.  Denton.  Questions. 

(No  reply.) 

Mr.  Denton.  Thank  you  very  much,  gentlemen. 
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Tuesday,  March  23,  1965. 


Geological  Survey 

WITNESSES 

liUNA  B.  LEOPOLD,  CHIEF  HYDROLOGIST 
LAWRENCE  E.  NEWCOMB,  CHIEF,  PLANNING  SECTION 
FREDERICK  E.  STEARNS,  BUDGET  OFFICER 

Surveys,  Investigations,  and  Research 
Object  classification 


[In  thousands  of  dollars] 


1965, 

presently 

available 

1965, 

revised 

estimate 

Increase 

Direct  obligations: 

Personnel  compensation: 

11.1  Permanent  positions.  

45, 525 
2, 435 
385 

45,615 

2,470 

415 

90 

11.3  Positions  other  than  permanent 

35 

11. 5 Other  personnel  compensation 

30 

Total  personnel  compensation 

48, 345 
3,620 

48,  500 
3,628 

155 

12. 0 Personnel  benefits 

8 

21  0 Travel  and  transportation  of  persons 

3,145 

895 

3, 190 
901 

45 

22. 0 Transportation  of  things.  

6 

23. 0 Rent,  communications,  and  utilities 

2,  005 
1,360 

2, 005 
1,360 

24. 0 Printing  and  reproduction 

25. 1 Other  services  

2,674 

2,  705 
525 

31 

25. 2 Services  of  other  agencies.  _ 

525 

26. 0 SuppUes  and  materials 

3, 280 

3,365 

85 

31.0  Equipment 

2,665 

816 

2,695 

30 

33. 0 Investments  and  loans 

816 

42. 0 Insurance  claims  and  indemnities  . 

60 

60 

95. 0 Quarters  and  subsistence  charges  (— ) 

-6 

-6 

Total  direct  obligations 

69, 384 
36, 842 

69, 744 
36,842 

360 

Total  reimbursable  obhgations — ^no  change 

Total  obligation.  Geological  Survey 

106,  226 

106, 586 
1,000 

360 

Allocation  to  GSA — no  change 

1,000 

99  0 Tntfll  nbligatinns 

107, 226 

107, 586 

360 

Personnel  summary 

1965, 

presently 

available 

1965, 

revised 

estimate 

Increase 

Total  number  of  permanent  position.*!  . _ _ 

8,028 

807 

8,056 

814 

28 

Full-time  equivalent  of  other  positions 

7 

Average  number  of  all  employee's 

8, 700 

8, 718 

18 
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Program  and  financing 


[In  thousands  of  dollars] 


Presently 

available, 

1965 

Revised 

estimate, 

1965 

Increase 

Program  by  activities: 

Direct  obligations: 

4.  Water  resources  investigations __  --- 

Other  activities  no  change  - 

20, 972 
49, 412 

21,332 
49, 412 

360 

Total  direct  obligations 

Reimbursable  obligations: 

No  change  _ 

70,384 
36, 842 

70,  744 
36,84? 

360 

Total  obhgations--.  . - - 

107,  226 

107, 586  i 360 

Financing  and  expenditures 

[In  thousands  of  dollars] 


Presently 

available, 

1965 

Revised 

estimate, 

1965 

Increase 

10  Total  obligations  (from  program  schedule) 

Financing: 

Receipts  and  reimbursements  from: 

11  Administrative  budget  accounts  (—) 

13  Trust  fund  accounts* (—) _ 

107, 226 

-19, 885 
-2,  000 
-14, 957 
-1,  050 
-400 
400 

107, 586 

-19, 885 
-2, 000 
-14, 957 
-1, 050 
-400 
840 

360 

14  Non-Federal  sources  (— ) - - - - 

16  Comparative  transfers  to/from  (— ) other  accounts 

21  Unobligated  balance  available,  start  of  year  (— ) 

24  Unobligated  balance  available,  end  of  year 

New  obligational  authority 

Relation  of  obligations  to  expenditures: 

10  Total  obligations  - 

440 

69,334 

70, 134 

800 

107, 226 
-37, 892 

107, 586 
-37, 892 

360 

70  Receipts  and  other  offsets  (items  11-17) 

71  Obligations  aflecting  expenditures 

69, 334 
7,  555 
-12,932 

69,  694 
7,  555 
-12, 964 

360 

72  Obligated  balance,  start  of  year  

74  Obligated  balance,  end  of  year  (—) __ 

77  Adjustments  in  expired  accounts 

-32 

90  Expenditures  excluding  pay  increase  supplemental 

91  Expenditures  from  civilian  pay  increase  supplemental.  _ 

62,  024 
1,933 

62, 352 
1,933 

328 

Water  Resources  Investigations 

Mr.  Denton.  $800,000  is  requested  due  to  the  floods  in  the  Paciflc 
Northwest.  We  shall  insert  the  item  from  House  Document  111  and 
the  justiflcation  in  the  record. 

(The  matter  referred  to  follows :) 

“surveys,  investigations,  and  research 

“For  an  additional  amount  for  ‘Surveys,  investigations,  and  research’,  $800,000, 
to  remain  available  until  June  30,  1966.” 
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Surveys,  Investigations,  and  Research 


Appropriation  to  date ^ $67,  255,  000 

Obligations  to  Jan.  31,  1965 $39,  686,  329 

Budget  estimate  next  fiscal  year $72,  826,  000 

Ptequest  (to  remain  available  until  June  30,  1966 — for  15  months 

from  Apr.  1,  1965) $800,  000 

Employment: 

Average  number,  current  appropriation  (including  reimburse- 
ments)  8,700 

Average  number  involved,  this  estimate,  current  year 18 

Actual  employment,  February  1965 8,  809 


1 Includes  $90,000  Supplemental  Appropriation  Act,  1965. 

PURPOSE  AND  NEED  FOR  SUPPLEMENTAL  FUNDS 

Supplemental  funds  are  requested  to  replace  and  repair  stream-gaging  installa- 
tions destroyed  or  damaged  by  the  recordbreaking  floods  which  occurred  during 
the  week  of  December  20-26,  1964,  in  the  Pacific  Northwest,  and  to  obtain  data 
on  flood  stages  and  discharges  urgently  needed  for  future  planning  of  reservoirs, 
spillways,  flood-control  works,  bridges,  culverts,  canals,  and  other  waterway 
structures  in  the  region.  An  amount  of  $550,000  is  needed  for  restoration  of 
installations  and  $250,000  is  needed  for  flood  studies. 

JUSTIFICATION  FOR  NORTHWEST  FLOOD  PROGRAMS 
J.  Water  resources  investigations 

Need  for  supplemental  appropriations. — The  December  1964  flood  in  the  Pacific 
Northwest  was  a rare  occurrence  and,  on  the  basis  of  preliminary  information, 
appears  to  have  been  approximately  of  the  same  magnitude  as  the  floods  of  1861 
and  1890  and  substantially  greater  than  the  1955  flood  in  that  area.  Thus  it  is 
the  greatest  flood  that  has  occurred  during  the  period  since  a substantial  part  of 
the  present  data-collection  program  was  begun. 

When  a great  flood  occurs,  a major  supplemental  effort  is  required  to  obtain 
the  maximum  amount  of  basic  field  data  on  peak  stages  and  discharge  necessary 
for  future  planning  for  •'’v  -r-  control  and  management.  Rapid  collection  of  data 
is  essential  before  the  high-water  marks  become  obscured  or  obliterated.  Com- 
putation and  interpretation  of  peak  discharges  and  volume,  runoff  rates,  and  other 
flood  information  are  required  to  convert  the  data  to  usable  form.  The  major 
effort  required  can  be  accomplished  only  through  the  assignment  of  specialists 
and  skilled  helpers  from  all  possible  sources. 

The  continuity  of  the  program  of  obtaining  knowledge  of  the  streams  and  their 
behavior  depends  upon  the  restoration  of  the  destroyed  or  damaged  observation 
stations.  Currently  available  funds  for  water  resources  investigations  are  budg- 
eted for  support  of  the  going  program  that  is  nationwide  in  character.  Funds 
have  not  been  budgeted  for  nor  are  funds  currently  available  to  support  emer- 
gency programs.  This  is  emphasized  by  the  fact  that  the  major  part  of  the  funds 
available  for  water  resources  work  consists  of  matching  funds  provided  by  States 
or  of  funds  provided  for  specific  projects  by  other  Federal  agencies.  None  of 
these  funds  can  be  reallocated  for  emergency  work  in  other  areas. 

Plan  of  work. — Although  discharge  measurements  during  the  flood  were  made 
wherever  possible,  the  Survey  needs  and  is  prepared  to  undertake  the  full  work 
program  as  soon  as  it  is  f uncled.  A prompt  start  would  insure  that  most  of  the 
field  surveys  and  preparation  of  a preliminary  flood-data  release  could  be  accom- 
plished during  the  remainder  of  this  fiscal  year  and  that  a comprehensive  report 
could  be  completed  during  1966  fiscal  year. 

The  restoration  of  the  extensive  damage  sustained  at  stream-gaging  installations 
will  require: 

1.  Complete  replacement  of  79  gaging  station  structures  (includes  gage 
well,  shelter,  and  recording  instrument). 

2.  Complete  replacement  of  at  least  50  cableways  for  making  streamflow 
measurements  (includes  anchorages,  A-frames,  cables,  and  gaging  cars). 

3.  Complete  replacement  of  about  80  crest-stage  gages. 

4.  Restoration  of  about  120  partially  damaged  structures  (includes  wells, 
shelters,  and  cableways). 

^ Because  of  the  magnitude  of  the  restoration  work,  its  wide  geographic  distribu- 
tion, remoteness  of  some  areas,  limited  season  of  favorable  weather  conditions. 
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and  other  emergency  duties  imposed  on  available  manpower,  the  restoration  work 
could  not  be  completed  during  fiscal  year  1965.  Therefore,  supplemental  funds 
should  remain  available  until  June  30,  1966,  in  order  that  the  work  can  be  carried 
out  in  an  orderly  and  efficient  manner.  The  amount  to  be  carried  over  into  fiscal 
year  1966  will  depend  on  when  the  work  can  begin. 

Genekal  Statement 

Mr.  Denton.  Do  you  have  a statement,  Mr.  Leopold? 

Mr.  Leopold.  Yes,  sir;  I have  a statement  which  I would  like  to 
have  inserted  in  the  record. 

Mr.  Denton.  Very  well. 

(The  statement  follows:) 

General  Statement 

The  recordbreaking  ^floods  in  the  Pacific  Northwest  last  December  wreaked 
havoc  on  Geological  Survey  stream-gaging  facilities.  Nearly  80  of  the  stream- 
gaging  stations  were  demolished  and  numerous  others  were  seriously  damaged. 

Continuous  records  of  stage  and  discharge  of  the  Nation’s  rivers  and  streams 
are  the  basis  for  plans  for  the  use,  development,  and  conservation  of  water  re- 
sources. The  continuity  of  the  program  of  obtaining  knowledge  of  the  streams 
and  their  behavior  depends  upon  the  restoration  of  the  destroyed  or  damaged 
observation  stations,  and  $550,000  is  needed  to — 

1.  Replace  79  gaging  station  structures. 

2.  Replace  at  least  50  cableways  for  making  streamflow  measurements. 

3.  Replace  about  80  crest-stage  gages. 

4.  Restore  abo’ut  120  partially  damaged  structures. 

When  a great  flood  occurs,  a major  effort  is  required  to  obtain  the  maximum 
amount  of  data  on  peak  stages  and  discharges  in  order  that  its  impact  can  be 
documented  for  use  in  future  planning  of  reservoirs,  spillways,  flood-control 
works,  bridges,  culverts,  canals,  and  other  waterway  structures  in  the  region. 
Rapid  collection  of  data  is  essential  before  the  high-water  marks  become  obscured 
or  obliterated.  Computation  and  interpretation  of  peak  discharges  and  volume, 
runoff  rates,  and  other  flood  information  are  required  to  convert  the  data  to 
usable  form.  The  major  effort  required  can  be  accomplished  only  through 
mobilization  of  the  necessary  specialists  and  skilled  helpers  from  other  areas. 
Supplemental  funds  in  the  amount  of  $250,000  are  needed  to  accomplish  this  task. 

Funds  have  not  been  budgeted  for  nor  are  funds  currently  available  to  sup- 
port emergency  programs.  This  is  emphasized  by  the  fact  that  the  major  part 
of  the  funds  available  for  water  resources  work  consists  of  matching  funds  pro- 
vided by  States  or  of  funds  provided  for  specific  projects  by  other  Federal  agencies. 
None  of  these  funds  can  be  reallocated  for  emergency  work  in  other  areas. 

We  request  a total  of  $800,000  to  repair  flood  damages  to  the  Geological  Sur- 
vey’s stream-gaging  facilities  and  to  make  the  necessary  field  observations  to 
obtain  the  data  that  will  permit  incorporation  of  the  record  of  this  extraordinary 
flood  into  plans  for  future  water  development. 

REPLACEMENT  OR  REPAIR  OF  STREAM-GAGING  INSTALLATIONS 

Mr.  Denton.  The  $550,000  of  the  request  is  for  replacement  and 
repair  of  stream-gaging  installations  destroyed  or  damaged  by  the 
floods.  Please  explain  the  need  for  this  estimate. 

Mr.  Leopold.  The  experience  of  riverflow  in  the  past  is  what  is 
used  for  prognostication  of  the  future.  The  way  in  which  water 
supplies  are  used  or  managed  for  future  purposes  depends  upon  the 
experiences  of  the  past,  particularly  extremes  of  flood  or  drought.  In 
the  drawing  over  here  [indicating],  we  have  shown  in  color  the  loca- 
tion of  the  individual  gaging  installations  which  were  damaged  during 
this  flood.  The  blue  shading  indicates  the  general  area  of  the  flood. 
Of  the  stream-gage  stations  which  are  shown  by  the  black  dots,  Mr. 
Chairman,  we  have  to  replace  about  79  gaging  station  structures. 
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Fifty  cableways  were  destroyed.  These  cableways  are  the  cables- 
where  the  men  go  out  on  a cable  car  and  then  let  their  meters  down 
into  the  stream  to  make  observations  of  depth  and  velocity. 

NUMBER  OF  GAGING  STATIONS  DESTROYED 

Mr.  Denton.  What  portion  of  gaging  stations  were  destroyed? 

Mr.  Leopold.  I will  have  to  furnish  how  many  stations  in  that 
total  area  that  is  colored  blue.  I do  not  know  the  number. 

(The  information  follows:) 

The  comparison  between  number  of  gaging  stations  destroyed  and  total  number 
of  stations  in  the  flood  area  is  as  follows: 


Area 

Total 
gaging 
stations 
in  area 

Gaging 

stations 

destroyed 

Northern  California 

230 

40 

Western  Oregon 

290 

30 

Southern  Washington 

60 

6 

Idaho t 

90 

1 3 

Total  _ . _ . _ . 

670 

79 

1 Widely  scattered. 


Mr.  Denton.  How  many  were  destroyed? 

Mr.  Leopold.  We  lost  actually  79  completely,  and  about  120  were 
badly  damaged. 

USE  OF  AVAILABLE  FUNDS 

Mr.  Denton.  To  what  extent  has  this  replacement  and  repair  work 
already  been  accomplished  with  available  funds? 

Mr.  Leopold.  With  available  funds  some  gages  have  been  put 
back  into  temporary  operation.  We  have  already  started  work;  out 
of  present  funds  $80,000  or  $90,000  total  in  this  area  will  be  absorbed. 
That  is  the  extent  of  the  work  which  is  being  done  at  the  present  time. 

ABSORBING  COST  OF  SUPPLIES,  MATERIALS,  AND  EQUIPMENT 

Mr.  Denton.  $115,000  of  the  estimate  is  for  supplies,  materials, 
and  equipment.  The  total  of  $5,945,000  is  available  this  year  for 
these  items.  Why  cannot  this  small  amount,  which  is  only  about  2 
percent  of  these  funds,  be  absorbed? 

Mr.  Leopold.  The  kind  of  replacement  items  that  we  have  are 
usually  committed  for  specific  stations  that,  under  the  cooperative 
program,  are  envisioned  as  new  stations.  We  are  simply  not  able 
to  actually  produce  the  additional  recorders  necessary  to  put  into  the 
stations  that  are  completely  destroyed. 

Mr.  Denton.  It  is  only  2 percent  of  your  total  equipment. 

Mr.  Leopold.  The  greatest  expense,  of  course,  it  wiU  be  under- 
stood, is  doing  the  construction  work,  putting  in  the  gaging  stations 
which  consist  of  a concrete  structure  set  back  in  the  stream  bank,  and 
that  is  where  the  construction  supplies  and  the  materials  are  actually 
used.  Does  that  make  that  clear? 

Mr.  Denton.  It  is  only  2 percent. 
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]\Ir.  Leopold.  May  I expand  on  that  in  the  record?  With  $90,000 
being  absorbed,  presumabiy  part  of  that  is  actually  being  absorbed 
for  just  such  material  that  might  be  available. 

Mr.  Denton.  Put  that  in  the  record. 

Mr.  Leopold.  Thank  you. 

(The  information  follows:) 

Although  the  Survey  has  $5,945,000  available  this  year  for  supplies,  materials, 
and  equipment,  the  portion  applicable  to  water  resources  investigations  is  only 
about  $2,1.30,000.  Funds  are  not  available  for  transfer  from  other  activities  to 
water  resources  investigations  for  emergency  flood  work  without  detriment  to 
other  high  priority  programs.  Moreover,  more  than  half  of  the  funds  available 
for  water  resources  investigations  are  committed  to  the  Federal-State  program 
to  match  State  offerings.  These  commitments  to  the  States  afford  no  latitude 
to  the  Survey  for  diversion  of  these  funds  to  other  uses.  Because  of  this  lack 
of  flexibility,  the  $115,000  in  our  estimate  amounts  to  12  percent  rather  than  2 
percent,  of  funds  available  this  year,  as  will  be  seen  in  the  following  table: 


Total  estimate  for  the  Bureau $5,945,000 

Portion  applicable  to  water  resources  investigations 2, 130 , 000 

Of  this  amount  less  than  one-half  is  available  to  the  Federal  program,  972,000 
Supplemental  estimate  of  $115,000  is  12  percent. 


Of  the  $90,000  of  flood  costs  which  the  Survey  is  absorbing,  $80,000  is  going 
toward  rehabilitation  or  reconstruction  of  gaging  stations.  In  addition  the 
Survey  is  absorbmg  this  year  costs  of  approximately  $70,000  associated  with 
damage  done  by  last  spring’s  floods  in  Montana.  Consequently  the  Survey’s 
ability  to  absorb  additional  amouts  is  greatly  diminished. 

PRESENT  UNOBLIGATED  BALANCE 

Mr.  Denton.  What  is  the  present  unobligated  balance  under 
your  supplies,  materials,  and  equipment  account? 

Mr.  Leopold.  Mr.  Stearns,  do  you  have  that? 

Mr.  Stearns.  Sir,  I do  not  have  that  with  me. 

Mr.  Denton.  Put  it  in  the  record. 

Mr.  Stearns.  We  will. 

(The  information  follows:) 


Total  estimate  for  the  Bureau $5,945,000 

Obligations  incurred  through  February 4,028,000 

Unobligated  balance  of  estimate 1,917,000 

Portion  of  estimate  applicable  to  “Water  resources  investigations,” 

Federal  program  972,000 

Obligations  incurred  through  February 639,000 

Unobligated  balance  of  estimate 333,000 


JUSTIFICATION  FOR  FLOOD  STUDIES 

Mr.  Denton.  $250,000  of  the  request  is  for  flood  studies.  What 
is  the  justification  for  this  request? 

Mr.  Leopold.  As  I was  explaining,  when  you  have  a big  flood  it 
is  necessary  to  go  in  and  actually  make  a record  of  your  experience, 
that  is,  from  the  use  of  high-water  marks  which  are  left  in  the  form 
of  debris,  or  bank  washline  marks,  that  sort  of  thing.  We  actually 
make  quantitative  estimates  of  the  flood  passage,  even  where  gaging 
stations  do  not  exist.  As  a result  of  these  surveys  and  analyses,  we 
publish  flood  reports. 

Mr.  Denton.  Do  not  the  engineers  in  Reclamation  do  that,  too? 
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Mr.  Leopold.  No,  sir;  this  is  the  Survey’s  responsibility.  There 
is  no  duplication  there. 

These  kinds  of  reports  constitute  the  hydrologic  record  of  floods 
which  have  been  experienced  in  the  past.  By  means  of  these  pub- 
lished reports,  including  the  data  measured  in  the  field,  the  hydrologic 
experience  is  recorded  and  used  by  other  agencies.  Other  agencies 
use  this  kind  of  material  for  making  estimates  of  floods  in  the  future. 

Mr.  Denton.  You  have  in  your  hands  a publication  that  lists 
the  floods  for  1 year? 

Mr.  Leopold.  This  happens  to  have  been  the  report  on  the  floods 
of  December  1955  and  January  1956  in  the  Far  Western  States.  In 
other  words,  a flood  report  will  be  not  only  the  estimates  of  the  flood 
experience  at  various  places,  computed  at  the  places  where  stream- 
gaging  stations  exist,  but  will  also  include  estimates  between  stream- 
gaging  stations  in  unmeasured  areas.  Floodmarks  will  be  used  by 
our  engineers  to  make  an  estimate  of  what  happened. 

AMOUNT  PROGRAMED  FOR  FLOOD  STUDIES 

Mr.  Denton.  Ail  right.  Now,  of  your  total  appropriation  avail- 
able for  the  current  year  of  $67.3  million,  how  much  is  programed  for 
flood  studies? 

Mr.  Leopold.  That  is  one  of  the  difficulties,  as  this  committee  well 
recognizes  from  experiences  in  the  past. 

We  can  absorb,  as  in  the  case  of  this  year,  $90,000,  for  example, 
from  current  work.  But  you  will  understand  that- in  a cooperative 
program  where  we  have  agreed  to  do  certain  work  or  where  the  Federal 
Government  is  putting  up  half  the  money  and  the  States  are  putting 
up  half  the  money,  we  have  commitments  to  the  States  to  do  certain 
things.  We  have  for  a long  time  been  unable  to  handle  results  of 
very  large  floods  under  existing 

Mr.  Denton.  Of  course,  that  is  not  what  I asked  you. 

Mr.  Leopold.  I am  sorry,  I did  not  understand. 

Mr.  Denton.  I say,  of  the  total  appropriation  available  for  the 
current  fiscal  year,  $67.3  million,  how  much  is  programed  for  flood 
studies? 

Air.  Leopold.  None.  In  other  words,  for  flood  studies,  since  you 
cannot  anticipate  when  a flood  will  occur,  we  actually  do  not 

Air.  Denton.  There  is  nothing  in  the  appropriated  funds  for  that? 

Air.  Leopold.  No,  sk;  there  is  not. 

present  unobligated  balance 

Air.  Denton.  Now,  v/hat  is  your  present  unobligated  balance 
for  the  present  yeaT? 

Air.  Leopold.  I do  not  have  that  figure. 

Do  you  have  it? 

Air.  Stearns.  Yes;  the  obligations  through  January,  sir,  were  just 
under  $40  million,  which  leaves  an  unobligated  balance  of  $27.5 
million,  approximately. 

I will  insert  the  exact  figure  in  the  record. 

Mr.  Denton.  All  right.  If  you  have  more  recent  information,  put 
it  in  the  record. 

Air.  Stearns.  All  right. 
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(The  information  follows :) 


Appropriation  to  date $67,  255,  000 

Direct  obligations  through  February  1965 44,  560,  521 

Unobligated  balance  as  of  Feb.  28 22,  694,  479 


ABSOKBING  THE  TKAVEL  INCREASE  THROUGH  PROGRAM  ECONOMY 

Mr.  Denton.  Now,  $45,000  of  the  request  is  for  additional  travel; 
$3,145,000  is  available  for  travel  this  year.  Why  cannot  this  small 
amount,  or  about  1%  percent  of  the  total,  be  absorbed  by  a little 
economy  in  your  travel  program? 

Mr.  Leopold.  The  problem  is,  the  way  such  flood  studies  are  actu- 
ally handled,  sir,  men  from  various  States  will  be  sent  from  the  pro- 
grams on  which  they  are  operating  to  the  place  where  the  flood 
occurred.  In  other  words,  experienced  engineers  have  to  be  drawn 
from  various  offlces  around  the  country. 

The  travel  money  which  is  associated  with  those  offices  cannot  be 
used,  really,  because  it  is  committed  essentially  to  the  program  which, 
in  cooperation  with  the  States,  has  already  been  agreed  upon.  It  is 
very  difficult  to  actually  do  flood  studies  under  cooperative  program 
funds. 

Mr.  Denton.  Are, these  people  working  out  of  their  own  home  sta- 
tions during  this  study? 

Mr.  Leopold.  They  are  assigned  from  their  home  stations  to  the 
States  where  the  flood  has  occurred. 

Mr.  Denton.  Would  they  have  to  make  this  travel  anyhow? 

Mr.  Leopold.  No,  sir. 

Mr.  Denton.  I mean  other  types  of  travel? 

Mr.  Leopold.  Not  to  the  extent  that  would  be  necessary,  because 
the  travel  expense  actually  is  when  the  people  get  out  in  the  field. 
It  is  a per  diem  expense  that  is  associated  with  the  actual  flood  work, 
which  is  actually  surveying  in  the  field. 

Mr.  Denton.  Do  you  not  have  1}^  percent  flexibility  in  your 
travel  fund? 

Mr.  Leopold.  It  does  seem  like  a small  amount,  Mr.  Chairman, 
but,  as  a matter  of  fact,  when  you  are  actually  taking  people  from  one 
district  and  assigning  them  to  another,  that  is  where  the  flexibility 
is  lacking,  because  the  funds  that  are  used  for  paying  them  come 
from  cooperative  programs.  When  they  are  transferred  to  do  work 
that  lies  outside  of  that  cooperative  program,  you  cannot  charge  the 
cooperator,  who  has  put  up  money  in  one  State,  to  do  work  in  another. 

Mr.  Denton.  But  you  do  have  flexibility? 

Mr.  Leopold.  Yes. 

Mr.  Denton.  The  1%  percent? 

Mr.  Leopold.  I should  think  so. 

Mr.  Denton.  Every  year  you  have  certain  emergencies  for  which 
you  must  make  provision? 

Mr.  Leopold.  Yes. 

(Additional  information  furnished:) 
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The  situation  with  respect  to  travel  is  similar  to  that  discussed  above  with 
respect  to  supplies  and  equipment; 


Total  estimate  for  the  Bureau $3,  145,  000 

Portion  applicable  to  water  resources  investigations 1,  090,  000 

Of  this  amount,  less  than  ji  is  available  to  the  Federal  program 497,  000 


Supplemental  estimate  of  $45,000  is  9 percent  rather  than  1)4  percent. 


Tuesday,  TvIarch  23,  1965. 

National  Park  Service 

WITNESSES 

GEORGE  B.  HARTZOG,  JR.,  DIRECTOR 

JOHANNES  JENSEN,  ASSISTANT  DIRECTOR,  DESIGN  AND  CON- 
STRUCTION 

CLARENCE  P.  MONTGOMERY,  ASSISTANT  DIRECTOR,  ADMINIS- 
TRATION 

HAROLD  G.  SMITH,  CHIEF,  PROGRAM  COORDINATION 

Construction 

Object  classification 

[In  thousands  of  dollars] 


1965 

presently 

available 

1965 

revised 

estimate 

1965 

increase 

NATIONAL  PAEK  SERVICE 

Personnel  compensation: 

11. 1 Permanent  positions 

3,967 

2,079 

94 

3,967 

2,154 

105 

11. 3 Positions  other  than  permanent... 

75 

11. 5 Other  personnel  compensation 

11 

Total  per.sonnel  coTn]Ten.sation  . 

6, 140 
418 

6,226 

422 

86 

12. 0 Personnel  benefits . _ 

4 

21.  0 Travel  and  transportation  of  persons 

335 

343 

8 

22.0  Transportation  of  things .. 

98 

101 

3 

23. 0 Rent,  communications,  and  utilities 

260 

265 

5 

24. 0 Printing  and  reproduction 

51 

51 

25.1  Other  services 

2. 500 

2, 519 
985 

19 

26. 0 Supplies  and  materials  _ 

970 

15 

31.0  Equipment 

575 

580 

5 

32. 0 Lands  and  structures 

44,363 

45,  518 

1,155 

Total,  National  Park  Service 

55, 710 

57, 010 

1,300 

ALLOCATION  TO  FFDEBAL  AVL\TION  AGENCY 

41  Grants,  subsidies,  and  contributions 

3 

3 

S9. 0 Total  obligations 

55, 713 

57, 013 

1,300 

Personnel  summary 


1965 

presently 

available 

) 1965 

revised 
estimate 

1965 

increase 

Total  number  of  permanent  positions _ 

394 

394 

Full-time  equivalent  of  other  positions.. 

315 

330 

15 

Average  number  of  all  employees 

698 

713 

15 
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Program  and  financing 


[In  thousands  of  dollars] 


1965 

presently 

available 

1965 

revised 

estimate 

1965 

increase 

Program  hy  activities: 

1.  Buildings,  utilities,  and  other  facilities  

2.  Acquisition  of— 

(a)  Lands..  __  _ . 

33, 844 

20, 630 
718 
182 
22 
381 

34, 433 

20,  630 
718 
182 
22 
1,092 

589 

(b)  Water  rights _ 

3.  Executive  Mansion  and  grounds 

4.  Parkways.  _ 

6.  Roads  and  trails _ 

711 

Total  program  costs,  funded __ 

Change  in  selected  resources  i 

55,  777 
-64 

57,  077 
-64 

1,300 

10  Total  obligations 

Financing: 

21  Unobligated  balance  available,  start  of  year.  

24  Unobligated  balance  available,  end  of  year 

40  New  obligational  authority  (appropriation) 

55, 713 

-13,706 

400 

57,  013 

-13,  706 
400 

1,300 

42, 407 

43,  707 

1,300 

Relation  of  obligations  to  expenditures: 

71  Total  obligations  (affecting  expenditures) 

72  Obligated  balance,  start  of  year. 

55,713 
24, 045 
-37,  542 

57.  013 
24, 045 
-37,  542 

1,300 

74  Obligated  balance,  end  of  year 

90  Expenditures.  __  

42, 217 

43,  517 

1,300 

^ i 

1 Selected  resources  as  of  June  30  are  as  follows: 

1962 

1963 

1964 

1965 

Stores 

754 
21, 544 

783 

23,927 

704 
22,  537 

704 
22,  472 

Unpaid  undelivered  orders 

Total  selected  resources 

22,  298 

24, 710 

23,  241 

23, 176 
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Program  and  financing 


[In  thousands  of  dollars] 


1963  actual 

1964  actual 

1965  estimate 

Relation  of  obligations  to  expenditures; 

71  Total  obligations  (affecting  expenditures) 

33, 892 
22,  794 
-24, 718 

41, 748 
24. 718 
-24, 045 

57, 013 
24,045 
-37, 542 

72  Obligated  balance,  start  of  year 

74  Obligated  balance,  end  of  year 

90  Expenditures . . 

31, 967 

42, 420 

43.  517 

Mr.  Denton.  $1,300,000  is  requested  under  the  ^‘Construction” 
appropriation  to  cover  emergency  repair  of  facilities.  We  will  insert 
the  item  from  House  Document  111  and  the  justifications  in  the 
record. 

(The  justifications  follow:) 

“construction 

“For  an  additional  amount  for  ' Construction’,  including  not  to  exceed  $26,000 
for  travel  and  transportation  of  persons,  ^1,300,000,  to  remain  available  until 
expended.” 

Construction,  National  Park  Service 


Appropriation  to  date i $56,112,359 

Obligations  to  Jan.  31,  1965 $20,607,801 

Expenditures  to  Jan.  31,  1965 $28,307,529 

Budget  estimate  next  fiscal  year $26,327,000 

Request  (to  remain  available  until  expended) $1, 300 , 000 

Employment : 

Average  number,  current  appropriation 698 

Number  involved,  this  estimate 15 

Actual  employment,  Jan.  31,  1965 455 


1 Includes  a carryover  balance  of  $13,705,759. 

PURPOSE  AND  NEED  FOR  SUPPLEMENTAL  FUNDS 

An  additional  amount  of  $1,300,000  is  requested  to  cover  the  cost  of  repairing 
damage  to  facilities  incurred  as  a result  of  emergencies  which  were  beyond  the 
control  of  the  National  Park  Service,  including  storms  and  associated  floods, 
hurricanes,  etc.  These  costs  cannot  be  absorbed  without  adversely  affecting  the 
Service’s  development  programs.  In  addition  to  the  funds  herein  requested,  the 
cost  of  additional  damage  estimated  at  $1,230,300  is  being  absorbed. 

construction,  $1,300,000 

A supplemental  appropriation  of  $1,300,000  is  requested  for  the  1965  fiscal 
year  to  cover  the  cost  of  repairing  damages  to  facilities  incurred  as  a result  of 
emergencies  which  were  beyond  the  control  of  the  Service,  including  the  recent 
unusual  west  coast  storms  and  associated  floods,  other  flash  floods,  fall  hurricanes, 
etc. 

Hurricanes  Cleo  of  August  28,  1964,  Dora  of  September  9 to  10,  1964,  Gladys 
of  September  21  to  23,  1964,  and  Isabell  of  October  19,  1964,  damaged  park 
installations  in  Florida,  Georgia,  and  North  Carolina  extensively.  West  coast 
storms  of  December  22  to  24,  1964,  and  associated  floods  caused  extensive  damage 
to  Service  installations  in  California,  Oregon,  and  Washington  In  addition, 
flash  floods  in  late  August  and  early  September  of  1964,  damaged  facilities  in 
Colorado.  This  request  is  being  submitted  because  the  magnitude  of  the  flood 
damage  costs  together  with  the  costs  of  earlier  hurricane  and  storm  damages  is 
such  that  it  will  not  be  possible  to  repair  the  damage  and  absorb  all  of  those 
costs  without  adversely  affecting  the  Service’s  development  programs.  In 
addition  to  the  funds  requested  herein,  additional  damage  estimated  at  $1,230,300. 
has  already  been  or  will  be  repaired  and  these  costs  will  be  absorbed. 
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Emergency  circumstances  involved  in  the  foregoing  are  discussed  below. 

Hurricane  damage. — The  damage  incurred  under  this  heading  at  the  two  areas 
for  which  additional  funds  are  requested  was  caused  by  high  seas  and  high  wind 
velocities  and  includes  extensive  erosion,  breakthroughs  in  sea  barriers,  and 
damage  to  roadways,  buildings,  grounds,  communications,  etc.  If  the  damaged 
facilities  are  not  promptly  repaired  there  is  considerable  danger  of  even  more 
extensive  damage  to  those  facilities  and  to  other  facilities  in  the  vicinity  at  times 
of  future  storms  or  extreme  high  tides. 

Other  emergency  situations. — The  intense  rainfall  and  runoff  of  flood  waters  at 
various  areas  cut  channels  into  parking  areas  and  other  public-use  areas,  washed 
out  roadside  drainage  structures,  and  damaged  other  roadway  elements,  trails 
linking  park  features,  hiking  trails,  etc. 

The  need  for  supplemental  funds  is  emphasized  by  consideration  of  the  total 
requirements,  rather  than  solely  by  individual  elements,  some  of  which  do  not 
appear  to  be  large.  Also,  it  is  pointed  out  that  in  authorizing  the  development 
program  for  the  1965  fiscal  year,  the  Congress  provided  for  a ^‘program  slippage”^ 
of  $1,250,000.  In  other  words,  there  are  already  many  authorized  projects  that 
cannot  be  activated  because  of  lack  of  funds.  Any  of  the  emergency  construction 
work  that  is  undertaken  without  additional  funds  being  made  available  will 
result  in  a further  increase  in  the  “slippage’’  item  and  will  have  an  adverse  effect 
on  carrying  out  the  development  programs.  Without  additional  funds  for  the 
purpose,  the  development  programs  which  have  previously  been  reviewed  and 
approved  by  both  the  Bureau  of  the  Budget  and  the  Congress,  will  have  to  undergo 
extensive  reprograming  in  order  to  meet  the  emergencies.  This  would  involve 
the  deferral  of  construction  work  on  projects  needed  to  keep  pace  with  the  needs 
generated  by  the  constantly  increasing  visitation  to  the  parks,  and  ultimately 
to  again  requesting  funds  for  projects  vv^hich  have  already  been  reviewed  and 
approved. 

The  attached  tabulation  identifies  the  areas,  the  dates  and  causes  of  damage, 
the  appropriation  activity,  and  amounts  contained  in  this  supplemental  estimate. 


Buildings, 

Area 

Date  and  cause  of  damage 

utilities, 

Roads  and 

Total 

and  other 
facilities 

trails 

Coulee  Dam  National 

Aftermath  of  west  coast  storm  Dec. 

$9,  600 

$9, 600 

Recreation  Area. 

22  to  24. 

Crater  Lake  National  Park.. 

West  coast  storm,  Dec.  22  to  24.. 

$7, 000 

7. 000 

2. 000 

Craters  of  the  Moon 

do 

2, 000 

National  Monument. 

Death  Valley  National 
Monument. 

Winds  and  snow  associated  with 

1, 500 

1,500 

west  coast  storm  of  Dec.  22  to  24. 

Lassen  Volcanic  National 

West  coast  storm,  Dec.  22  to  24 

2, 325 

5,100 

7, 425 

Park. 

Lava  Beds  National 

do - 

2,  250 

2, 250 

Monument. 

Mount  Rainier  National 

West  coast  storms  of  Dec.  22  to  24, 

83, 000 

10,  250 

93, 250 

Park. 

1964,  and  Jan.  26  to  28,  1965. 

Olympic  National  Park  . _ 

do 

3, 075 
77,  200 

14, 600 
15, 700 

17, 675 
92, 900 

Oregon  Caves  National 
Monument. 

_ .do 

Sequoia  and  Kings  Canyon 
National  Parks. 

Sitka  and  Glacier  Bay 
National  Monuments. 
Whiskeytown  Recreation 
Area. 

West  coast  storm,  Dec.  22  to  24,  and 
insect  infestation. 

Extreme  cold  associated  with  west 
coast  storm,  Dec.  22  to  24. 

West  coast  storm,  Dec.  22  to  24 

5, 000 

142, 000 

147, 000 

5, 500 

400 

1,000 

5,  900 

37,  600 

38, 600 

Yosemite  National  Park 

do 

34, 700 

303,200 

337, 900 

Subtotal,  west  coast 

storms 

191,  000 

572, 000 

763, 000 

Other  emergencies 

Cape  Hatter  as  National 

Hurricane  Gladys,  Sept  21  to  23 

360,  000 

360,  OOO 

Seashore. 

Fort  Matanzas  National 

Hurricanes  Cleo  and  Dora,  Aug.  28 
and  Sept.  9 to  10. 

38,  000 

38, 000 

Monument. 

Mesa  Verde  National  Park... 

Heavy  rain  Sept.  1964 

139, 000 

139, 000 

Subtotal,  other 

emergencies 

398, 000 

139, 000 

537,000 

Total 

589, 000 

711, 000 

1, 300, 000 
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General  Statement 

Mr.  Denton.  Do  you  have  a statement,  Mr.  Hartzog? 

Mr.  Hartzog.  We  do  have  a statement.  With  your  permission 
we  would  like  to  highlight  the  basis  of  our  supplemental  resulting  from 
the  floods  in  Florida,  Georgia,  and  North  Carolina. 

Mr.  Denton.  Suppose  you  insert  your  statement  in  the  record  and 
summarize  the  emergency  work  covered  by  the  estimate. 

Mr.  Hartzog.  Thank  you,  sir. 

(The  statement  follows:) 

Mr.  Chairman  and  members  of  the  committee,  the  supplemental  fund  require- 
ment under  consideration  at  this  time  is  the  result  of  acts  of  God  in  the  form  of 
heavy  rains,  hurricanes,  and  associated  floods.  Hurricanes  Cleo  of  August  28, 
1964,  Dora  of  September  9 to  10,  1964,  Gladys  of  September  21  to  23,  1964,  and 
Isbell  of  October  19,  1964,  damaged  park  installations  in  Florida,  Georgia,  and 
North  Carolina  extensively.  West  coast  storms  of  December  22  to  24,  1964,  and 
associated  floods  caused  extensive  damage  to  Service  installations  in  California 
Oregon,  and  Washington.  In  addition,  flash  floods  in  late  August  and  early 
September  of  1964  damaged  facilities  in  Colorado  and  Nevada. 

While  a significant  portion  of  the  total  cost  of  the  damage  is  being  financed  by 
deferring  or  canceling  other  authorized  construction  projects,  a survey  of  the 
extent  of  damage  indicates  that  it  will  not  be  possible  to  repair  or  replace  the 
facilities  and  absorb  all  of  the  costs  without  adversely  affecting  the  Service’s 
development  programs. 

The  need  for  supplemental  funds  is  emphasized  by  consideration  of  the  total 
requirements,  rather  than  solely  by  individual  elements,  some  of  which  do  not 
appear  to  be  large.  Also,  it  is  pointed  out  that  in  authorizing  the  development 
program  for  the  1965  fiscal  year,  the  Congress  provided  for  a ‘^program  slippage” 
of  $1,250,000.  In  other  words,  there  are  already  many  authorized  projects  that 
cannot  be  activated  because  of  lack  of  funds.  Any  of  the  emergency  construction 
work  that  is  undertaken  without  the  provision  of  additional  funds  will  result  in 
an  increase  in  the  “slippage”  factor  and  will  have  an  increasingly  adverse  effect  on 
carrying  out  the  development  programs. 

Your  favorable  consideration  of  this  request  for  funds  to  finance  a portion  of 
this  cost  for  repairing  or  replacing  the  damaged  facilities  which  are  needed  to 
meet  the  public  use  needs  in  the  park  areas  will  be  appreciated. 

SUMMARY  OF  EMERGENCY  DAMAGE  COST 

Mr.  Denton.  Now  summarize  the  emergency  work  covered  by  this 
estimate. 

Mr.  Hartzog.  The  elements  involved  in  our  supplemental  are  con- 
struction items  entirely,  relating  to  the  repair  or  replacement  of 
buildings  and  roads  and  trails.  These  facilities  were  damaged  by  the 
hurricanes  and  floods  resulting  from  the  storms  in  Florida,  Georgia, 
and  North  Carolina  last  year  and  in  California,  Oregon,  and  Wash- 
ington, and  flash  floods  in  Colorado  and  Nevada.  The  total  estimated 
damage  is  $2,530,300.  Of  this  amount,  we  are  absorbing  or  deferring 
other  work  amounting  to  $1,230,300.  About  $600,000  worth  of  the 
works  has  been  accomplished  or  is  underway. 

Our  request  for  supplemental  funds  breaks  down  into  $589,000  for 
buildings  and  utilities  items  and  $711,000  for  roads  and  trails.  We 
have  a list  of  areas  involved. 

Mr.  Denton.  Could  you  put  that  in  the  record  and  show  the  items 
you  are  absorbing  and  the  items  that  you  are  asking  in  the  request? 

Mr.  Hartzog.  Yes,  sir. 

(The  information  follows:) 
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Statement  showing  total  estimated  cost  of  storm  and  other  einergency  damage  in  park 
areas,  amounts  included  in  1966  fiscal  year  supplemental  estimate  and  amounts 
being  absorbed 


Area 


Blue  Ridge  Parkway,  N.C 

Bryce  Canyon  National  Park,  Utah 

Cape  Hatteras  National  Seashore,  N.C 

Castillo  de  San  Marcos  National  Monument,  Fla 

City  of  Refuge  National  Historical  Park,  Hawaii 

Colorado  National  Monument,  Colo 

Coronado  National  Memorial,  Ariz 

Coulee  Dam  National  Recreation  Area,  Wash 

Crater  Lake  National  Park,  Oreg 

Craters  of  the  Moon  National  Monument,  Idaho 

Death  Valley  National  Monument,  Cahf 

Everglades  National  Park,  Fla 

Fort  Caroline  National  Memorial,  Fla 

Fort  Frederica  National  Monument,  Ga 

Fort  Matanzas  National  Monument,  Fla 

George  Washington  Memorial  Parkway,  Va 

Glen  Canyon  National  Recreation  Area,  Ariz 

Great  Sand  Dunes  National  Monument,  Colo. 

Lake  Mead  National  Recreation  Area,  Nev 

Lassen  Volcanic  National  Park,  Calif 

Lava  Beds  National  Monument,  Calif 

Mesa  Verde  National  Park,  Colo.. 

Mount  Rainier  National  Park,  Wash 

Natchez  Trace  Parkway,  Miss 

Olympic  National  Park,  Wash 

Oregon  Caves  National  Monument,  Oreg 

Pinnacles  National  Monument,  Calif 

Saratoga  National  Historical  Park,  N.Y 

Sequoia  and  Kings  Canyon  National  Parks,  Calif 

Sitka  and  Glacier  Bay  National  Monuments,  Alaska. 

t\Tiiskeytown  Recreation  Area,  Calif 

Yosemite  National  Park,  Calif 

Total 


Total 
estimated 
cost  of 
damages 

Amounts 
included  in 
supplemental 
estimate 

Amounts 

being 

absorbed 

$62, 700 

$62, 700 

42,  650 

42, 650 

809,  700 

$360, 000 

449, 700 

7,300 

7,300 

1,850 

1,850 

132, 360 

132, 360 

15,  000 

15,000 

11,  500 

9,600 

1,900 

17, 100 

7, 000 

10, 100 

2, 200 

2,000 

200 

1,500 

1,  500 

14, 000 

14,000 

11, 100 

11, 100 

1, 435 

1,435 

48, 800 

38, 000 

10, 800 

130, 190 

130, 190 

2, 660 

2, 660 

4, 820 

4, 820 

82,  500 

82,500 

12,  680 

7, 425 

5,  255 

2, 380 

2, 250 

130 

139,  000 

139, 000 

97, 500 

93,  250 

4, 250 

150,  700 

150,  700 

19,  675 

17,  675 

2,000 

93, 900 

92, 900 

1, 000 

1,  500 

1,500 

14,  000 

14, 000 

187, 400 

147, 000 

40, 400 

5,900 

5, 900 

48,  600 

38, 600 

10,  000 

357, 700 

337, 900 

19, 800 

2,  530, 300 

1,300, 000 

1,230,300 

PROJECT  LISTING  OF  WORK  TO  BE  DONE 


Mr.  Denton.  Also  provide  for  the  record  a breakdown  of  the  sup- 
plemental request  for  $1,300,000,  in  addition  to  that  shown  on  page  12, 
showing  the  facilities  to  be  repaired  or  restored. 

(The  information  follows :) 


44-864-  65 43 
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Emergency  reconstruction  projects 


Area  and  project 


Buildings, 
utilities,  etc. 


Cape  Hatteras  National  Seashore  (N.C.):  Reconstruct  and 
stabilize  protective  dunes  at  New  Inlet,  Buxton,  Cape 
Point,  Rodanthe,  Oregon  Inlet  Campground,  and  Ocracoke 

Island 

Coulee  Dam  National  Recreation  Area  (Wash.):  Replace  shop 

and  storage  building 

Crater  Lake  National  Park  (Oreg.):  Repair  and  reconstruct 

road  shoulders 

Craters  of  the  Moon  National  Monument,  Idaho:  Repair  and 

restore  residence  roof 

Death  VaUey  National  Monument  (Calif.):  Reconstruct 

radio  tower,  Rogers  Peak 

Port  Matanzas  National  Mounment  (Fla.):  Reconstruct  and 

restore  beach  barrier  dune 

Lassen  Volcanic  National  Park  (Calif.): 

Repair  and  restore  Vv'ater  intake 

Replace  portable  standby  generator,  and  restore  do’wned 

power  and  telephone  lines 

Repair  and  restore  road  shoulders,  roadway,  culverts,  and 

head  walls 

Lava  Beds  National  Monument  (Calif.):  Repair  and  restore 

powerline 

Mesa  Verde  National  Park  (Colo.):  Repair  and  restore  Mor- 
field  Campground  roads  and  parking,  including  replacement 

of  surfacing,  lining  of  gutters,  etc 

Mount  Rainier  National  Park  (Wash.): 

Repair  power  lines 

Repair  frozen  water  lines  and  restore  waterheads 

Repair  damaged  buildings 

Repair  and  restore  Marmont  Point-Barn  Flat  Rd.; 
Paradise  Valley  Rd.;  Mill  Rd.  to  park  boundary; 
Powerhouse  Rd.;  White  River  Campground  Rd.;  White 
River  Rd.;  Ohanapecosh  Campground  Rd.;  Stevens 
Canyon  Rd.;  West  Side  Rd.;  Morwich  Lake  Rd.;  and 

trails  repair 

Repair  Longmire-Paradise  Rd.,  including  repair  of  wash- 
outs, asphalt  surface,  ditches,  and  landscaping  of  imder- 

mined  road  slopes 

Repair  Nisqually  Entrance-Longmire  Rd.,  including 
shoulders,  ditches,  fills,  asphalt  surface  and  curbings, 

removal  of  slide  material,  and  road  slopes 

Repair  Carbon  River  Rd.,  including  surface,  shoulders, 

ditches,  and  eroded  back  slopes 

Repair  dike,  Tahoma  Creek 

Replace  shear  logs  and  construct  abutment  protection, 

Tahoma  and  Kautz  Creek  Bridges 

Move  NisquaUy  River  into  original  channel  and  recon- 
struct dike 

Olympic  National  Park  (Wash.): 

Repair  roof.  Hurricane  Ridge  Lodge,  ($200);  electrical 
systems,  Hoh,  and  staircase  ($2,515),  and  telephone 

system,  Hoh 

Rechannel  river,  Hoh  Campground 

Riprap  and  repair  culverts,  Queets  Rd 

Repair  road,  Finley  Creek  Bridge 

Oregon  Caves  National  Monument  (Oreg.): 

Reconstruct  walks  and  stairways 

Reconstruct  storm  drainage  system 

Restore  water,  power,  and  sewer  systems 

Restore  watershed,  repair  water  system  intake,  and  re- 
move downed  trees 

Repair  surface  and  shoulders,  Lake  Creek  roads— 

Remove  debris  and  repair  roads,  cave  areas 

Reconstruct  trails 

Sequoia  and  Kings  Canyon  National  Parks  (Calif.): 

Restore  water  intake 

Repair  wash  shoulders,  roadway  culverts  and  culvert 
headwaUs,  Generals’  Highway  and  Ash  Mountain  en- 
trance  

Replace  road  walls  and  cribbing.  Generals’  Highway 

Replace  cribbing.  Generals’  Highway  near  Ash  Mountain. 
Sitka  and  Glacier  Bay  National  Monuments  (Alaska): 

Repair  waterline,  floats  and  pilings,  Bartlett  Cove;  and 

repair  waterline,  Indian  Point 

Repair  parking  area 

Whiskeytown  National  Recreation  Area  (Calif.); 

Restore  beaches.  Brandy  Creek,  including  sand  fill;  and 

miscellaneous  repairs  to  beaches  and  buildings 

Reconstruct  road  shoulders  and  remove  slides 


$360,000 


2, 000 
1,500 
38,000 
975 
1,350 


2, 250 


2, 300 
2,  950 
5,  000 


3, 075 


6,  000 
54,  200 
7,  000 

10, 000 


5,000 


6,500 


37. 600 


Estimate 


Roads  and 
trails 


$7,000 


5,100 


139, 000 


39,500 


6, 250 

18, 000 

8,  75fi 
1,  500 

2.500 

6.500 


2,  500 
9,000 
3,100 


3, 500 
6>000 
6,200 


5, 000 
31, 000 
106, 000 


400 


1,000 


Totals 


$360, 000' 
9,600' 
7,000' 
2, 000' 
1,500 
38,000 
975' 
1,350 
5, 100 
2, 250' 


139, 000 

2,300' 
2, 950 
5,000' 


39,  500 


6, 250' 


18, 000 

8,  750 

1,  500 

2,  500 
6,  500 


3, 075 

2,  500 

9. 000 
3, 100' 

6. 000 

54, 200 

7. 000 

10, 000 

3,  500 

6. 000 
6,  200 

6, 000 


5, 000 
31, 000 
106,  000 


5, 500 
400 


37,  600 

1, 000) 
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Emergency  reconstruction  projects 


Estimate 

Area  and  project 

Buildings, 

Roads  and 

Totals 

utilities,  etc. 

trails 

Yosemite  National  Park  (Calif.): 

Repair  and  replace  campground  signs,  equipment,  bulle- 
tin boards,  and  barriers,  valley 

Repair  water  and  sewer  systems,  valley 

Repair  Moss  Creek  water  intake  and  Arch  Rock  waterline. 
Repair  Vernal,  Narada  Falls  and  miscellaneous  outlying 

water  systems i 

Raze  damaged  buildings,  valley 

Reconstruct  shoulders,  ditches,  culverts,  curb  logs  and 

bridges,  vaUey  roads 

Regrade,  clear,  fill,  and  reconstruct  drainage,  Big  Oak 

Flat  Rd 

Remove  debris,  clear,  and  reconstruct  shoulder  drainage 

and  washouts,  Tioga  Rd 

Repair  and  reconstruct  bridlepaths  and  trails,  valley 

Reconstruct  drainage,  shoulders  and  pavement,  El  Portal 


$7,800  . 
20,500 

1.500 

2.500 
2,400 


$21,  700 

4, 300 

6, 200 

38,  500 


$7,  800 
20,  500 
1,  500 


2,500 
2, 400 

21,  700 

4,  300 

6,  200 

38,  500 


Rd 

Reconstruct  bituminous  paving,  valley  roads 

Repair  and  reconstruct  campground  road,  vaUey 

Reconstruct  trails,  Wawona,  Tuolumne,  and  Mather  dis- 
tricts  

Reconstruct  trails  and  bridges,  back  country 

Remove  damaged  suspension  bridge,  valley  floor,  and 
replace  deck  and  raiUng,  Happy  Isles  Footbridge 


9. 000 

5. 000 

111,  200 


9,  000 
5,  000 
111,  200 


50,  000  50,  000 

56,  200  56,  200 


1, 100 


1, 100 


Total. 


589,  000 


711, 000 


1, 300,  000 


Mr.  Denton.  Is  there  anything  pro^hded  for  in  this  estimate  other 
than  actual  repair  or  replacement  in  kind  of  facilities  damaged  by 
the  storms  or  hurricanes? 

Mr.  Hartzog.  No,  sir. 

DAMAGE  AT  SEQUOIA-KINGS  CANYON 

Mr.  Denton.  What  is  the  estimate  of  $147,000  for  the  Sequoia- 
Kings  Canjmn  National  Park  involving  insect  infestation? 

hir.  Hartzog.  Sir,  this  is  damage  that  resulted  from  flooding  there, 
and  we  have  some  photographs  that  show  the  extent  of  the  damage 
that  was  done  here. 

There  is  a grand  total  of  $187,400  esitmated  for  damage  rep  ah’  at 
Sequoia-Kings  Canyon  of  which  $40,400  wfll  be  absorbed  or  programed 
in  future  3nars,  and  $147,000  is  being  requested  in  this  estimate.  On 
December  27,  1964,  a portion  of  the  wooden  cribbing  failed  on  the 
Generals’  Highv/a}",  about  1 mile  above  Ash  Mountain.  It  was 
necessar}"  to  reconstruct  the  cribbing  immediately  to  obviate  loss  of 
a section  of  the  road  on  the  precipitous  mountainside;  also,  it  would 
have  been  necessary  to  close  the  road  to  obviate  the  possibility  of  loss 
of  human  life.  This  project  is  under  contract.  Total  costs  are 
estimated  at  $116,000,  including  planning  and  construction  super- 
vision. 

The  west  coast  storm  of  December  1964  also  resulted  in  heavj^ 
rainstorms  which  washed  out  or  weakened  portions  of  stone  cribbing 
on  the  Generals  Highwaj^.  It  is  estimated  $31,000  will  be  required  to 
replace  this  cribbing. 

The  insect  control  work  that  is  related  to  this  is  being  absorbed  as 
a part  of  the  $1,230,300. 

Mr.  Denton.  I see. 
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FINANCING  OF  ROADS  AND  TRAILS  WORK 

Mr.  Denton.  $711,000  of  this  request  is  for  roads  and  trail  work. 
Why  should  this  not  be  accomplished  under  the  appropriation  item 
for  liquidation  of  contract  authorization  for  parkways  and  roads  and 
trails? 

Mr.  Montgomery.  Mr.  Chairman,  the  amount  that  has  been 
allocated  to  us  under  the  contract  authorization  is  already  programed 
for  other  work. 

In  the  case  of  storm  damage,  Mr.  Chairman,  in  several  similar 
situations  in  the  past  in  which  we  found  ourselves,  provision  has  been 
made  for  roads  and  trails  reconstruction  and  rehabilitation  work 
under  this  appropriation  item.  This  was  the  case  last  year  with 
respect  to  a portion  of  the  Glacier  National  Park  flood  damage. 

ITere  is  wording  in  our  appropriation  language  which  provides  for 
such  repairs  to  roads  and  trails  under  this  appropriation — storm 
damage  and  that  type  of  thing. 

present  unobligated  and  unexpended  balance 

Mr.  Denton.  Please  provide  for  the  record  the  current  unobligated 
and  unexpended  balance  under  the  appropriation  for  liquidation  of 
contract  authorization  for  parkways  and  roads  and  trials. 

(The  information  follows :) 


Status  of  Fiscal  Year  1965  Construction  (Liquidation  of  Contract 
Authorization)  Funds  as  of  February  28,  1965 

Ohligational  authority 


Appropriation  and  activity 

Available, 
fiscal  year 
1966 

As  of  Feb.  28, 1965 

Obligations 

Unobligated 

Construction  (liquidation  of  contract  authorization): 

Parkways 

$19, 657,613 
25, 095, 085 

$3, 868, 218 
11,  288, 767 

$15,799,396 
13, 806,318 

Roads  and  trails 

Tnt.nl 

44, 762,698 

16,146,985 

29,605,713 

Cash  for  liquidation  of  contract  authorization 


Appropriation  and  activity 

Available, 
fiscal  year 
1965 

As  Of  Feb.  28,  1965 

Expendi- 

tures 

Unexpended 

balance 

Construction  (liquidation  of  contract  authorization): 

Parkways 

$14,979,995 
20, 041,460 

$9,811,136 

15,309,447 

$5, 168,869 
4,732,013 

Roads  and  trails 

Total - 

36,021,455 

25, 120, 583 

9,900,872 
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Status  of  unliquidated  obligations  to  expenditure  authority  as  of  Feb.  28,  1965 


Appropriation  and  activity 

UnUquidated! 

obligations 

Unexpended 
1 balance 

i 

Unfunded 

unhquidated 

obligations 

Construction  (liquidation  of  contract  authorization): 

Parkways  

$11, 219, 487 
14,306,071 

$5, 168, 859 
4, 732, 013 

$6, 050, 628 
9, 574, 058 

Roads  and  trails 

Total 

25,  525, 558 

9,900, 872 

15,624,686 

EXTENT  WORK  HAS  BEEN  ACCOMPLISHED  OR  UNDERWAY 

Mr.  Denton.  To  what  extent  has  the  work  covered  by  this  estimate 
already  been  accomplished? 

Air.  Hartzog.  Sir,  there  is  some  of  the  work  in  this  estimate  that 
has  been  accomplished.  Of  the  total  storm  damage  of  about  two  and 
a half  million  dollars,  about  $1,230,000  of  it  is  being  absorbed  within 
the  appropriation  and  about  $600,000  worth  has  been  accomplished 
or  is  underway. 

Mr.  Denton.  Questions? 

(No  reply.) 

Mr.  Denton.  Thank  you  very  much. 


Tuesday,  AIarch  23,  1965. 


Bureau  of  Commercial  Fisheries 

WITNESSES 


DONALD  L.  McKERNAN,  DIRECTOR 
HAROLD  E.  CROWTHER,  DEPUTY  DIRECTOR 

CLEO  F.  LAYTON,  ASSISTANT  DIRECTOR  FOR  ADMINISTRATION 
JOHN  I.  HODGES,  ACTING  ASSISTANT  DIRECTOR  FOR  RESOURCE 
DEVELOPMENT 

WILFRED  N.  ANDERSON,  REGIONAL  ASSISTANT  DIRECTOR  FOR 
ADMINISTRATION 

Construction 


Object  classification 

[In  thousands  of  dollars] 


11.1 

11.3 

11.5 


12.0 


23.0 


31.0 

32.0 

99.0 


1965 


presently 

available 


revised 

estimate 


increase 


Personnel  compensation: 

Permanent  positions 

Positions  other  than  permanent 

Other  personnel  compensation 

Total  personnel  compensation, 

Personnel  benefits 

Travel  and  transportation  of  persons. 

Transportation  of  things 

Rent,  communications,  and  utilities . 

Printing  and  reproduction 

Other  services 

Supplies  and  materials 

Equipment 

Lands  and  structures 

Total  obligations 


92. 000 

51. 000 
4,  000 


147, 000 

9. 000 

24. 000 

2. 000 
20,  000 

1,000 

897, 364 

52. 000 
2,  501,  000 
5, 865,  000 


9,  518, 364 


92,  000 
63, 000 
4, 000 


159,  000 
10,  000 
40,  000 
2, 000 
27,  000 
1,000 
1, 948, 364 
77, 000 
2,  516,  000 
5, 865, 000 


10, 643, 364 


12, 000 


12, 000 
1,000 
16,  000 


7, 000 


1,049, 000 
25,  000 
15, 000 


1, 125,  000 
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Personnel  summary 


Presently 

available, 

1965 

Revised 

estimate, 

1965 

Increase 

Total  number  of  permanent  positions. 

11 

11 

Full-time  equivalent  of  other  positions 

7 

9 

2 

Average  number  of  all  employees 

18 

20 

2 

Program  and  financing 


Presently 

available, 

1965 

Revised 

estimate, 

1965 

Increase 

Program  by  activities: 

1.  Fishery  facilities 

8, 603, 781 
914,  583 

8, 732, 781 
1, 910,  583 

129. 000 

996. 000 

2.  Columbia  River  fishery  facilities . .. 

10.  Total  obligations . . 

9,  518,364 
4, 730, 364 

10, 643,364 
4,730,364 

1, 125, 000 

Financing:  Unobligated  balance  available,  start  of  year... 

40.  New  obligational  authority  (appropriation) 

4, 788, 000 

5,913, 000 

1, 125, 000 

Program  and  financing 
[In  thousands  of  dollars] 
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o 

o 

o 
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Selected  resources  as  of  June  30  are  as 
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General  Statement 

Mr,  Denton.  Mr.  McKernan,  do  you  have  a statement? 

Mr.  McKernan.  Yes,  Mr.  Chairman. 

Mr.  Denton.  We  shall  insert  the  statement  in  the  record  and  I will 
ask  you  a few  questions. 

Mr.  McKernan.  Yes,  Mr.  Chairman. 

(The  statement  follows:) 

Mr.  Chairman  and  members  of  the  committee,  I am  here  in  support  of  a fiscal 
year  1965  supplemental  for  the  Bureau’s  construction  appropriation.  An  addi- 
tional $1,125,000  is  requested  to  offset  damage  to  Bureau  facilities  by  floods  which 
occurred  in  the  Pacific  Northwest  during  December  1964  and  January  1965,  and 
during  an  earlier  flood  in  June  of  1964. 

Severe  flooding  during  the  latter  half  of  December  and  January  caused  heavy 
damage  to  installations  constructed  and  operated  under  the  Columbia  River 
fishery  development  program,  which  has  as  its  purpose  the  mitigation  of  damage  to 
salmon  and  steelhead  resources  caused  by  extensive  Federal  water  development 
projects.  In  addition,  equipment  and  some  facilities  which  had  been  constructed 
and  placed  in  operation  as  an  integral  part  of  the  fish  passage  research  program 
were  lost  or  their  operations  seriously  impaired. 

Successful  conduct  of  the  Columbia  River  program  is  dependent  upon  the 
immediate  reconstruction  of  these  facilities.  To  delay  will  not  only  have  a serious 
adverse  effect,  but  could  lead  to  additional  damage,  especially  to  hatcheries,  during 
the  normal  high  flows  of  the  Columbia  River  during  the  late  spring  when  heavy 
rains  occur  and  winter  snows  melt.  It  is  imperative  that  we  have  these  salmon 
and  steelhead  facilities  in  operational  condition  to  handle  the  runs  and  to 
accommodate  young  fish  now  being  kept  on  an  emergency  basis  at  stations  which 
were  not  seriously  damaged. 

One  of  the  most  important  reasons  for  restoring  our  hatcheries  to  normal 
operating  condition  in  the  minimum  amount  of  time  is  the  avoidance  of  detri- 
mental effects  upon  our  extensive  hatchery  evaluation  program.  This  program 
has  been  highly  successful  to  date,  and  we  are  obtaining  extremely  important 
information  which  will  allow  us  to  analyze  our  operations  very  critically,  care- 
fully, and  in  great  detail.  The  data  we  are  receiving  will  be  invaluable  in  deter- 
mining survial  of  fish,  contributions  to  catches,  migration  routes,  overall  success 
of  the  hatcheries,  and  methods  for  improving  operations. 

The  natural  runs  of  salmon  within  the  Columbia  River  drainage  have  already 
suffered  severe  losses.  Downstream  migration  of  young  salmon  occurs  during 
late  spring  and  early  summer,  and  adult  steelhead  and  chinook  migrate  upstream 
to  the  spawning  grounds  and  hatcheries  during  this  same  period.  If  Bureau 
facilities  are  not  restored  and  are  not  in  operating  condition  to  accommodate 
these  runs,  still  further  loss  of  this  valuable  resource  will  occur. 

These  estimates  have  been  prepared  after  careful  and  exhaustive  analysis  and 
evaluation  of  data  compiled  by  biologists  and  engineers,  who  made  on-the-spot 
surveys  of  the  flood-damaged  areas  from  the  ground  and  from  aircraft.  The 
estimates  reflect  the  minimum  the  Bureau  feels  it  needs  to  place  these  facilities 
in  an  operational  status. 

Funds  available  under  the  Bureau’s  construction  appropriation  and  appropria- 
tions for  operating  programs  are  not  sufficient  to  finance  the  rehabilitation  and 
repair  work  and  replacement  of  flood-damaged  facilities  and  equipment  without 
eliminating  or  seriously  curtailing  many  approved  programs. 

Mr.  Denton.  Turning  to  [the  Bureau  of  Commercial  Fisheries, 
$1,125,000  is  requested  for  repair  of  facilities  and  equipment  damaged 
or  destroyed  by  the  floods  in  the  Pacific  Northwest  during  June  and 
December  1964.  We  will  insert  the  item  from  House  Document  111 
and  the  justifications  in  the  record. 

(The  matter  referred  to  follows:) 

“construction 

“For  an  additional  amount  for  'Construction’,  $1,125,000,  to  remain  available 
until  expended.” 
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Construction,  1965 


Request  (for  3 months  from  April  1965) ‘ $1 , 125,000 

Appropriation  to  date 2$g5i8^  354 

Obligations  to  Jan.  31,  1965 $6,682,129 

JExpenditures  to  Jan.  31,  1965 ^ $4,740,331 

Budget  estimate  next  fiscal  year $1,405,000 

Employment: 

Average  number,  current  appropriation 18 

Number  involved  this  estimate 2 


1 To  remain  available  until  expended. 

- Includes  a carryover  balance  of  $4,730,364. 

3 Includes  disbursements  against  unexpended  balance  at  beginning  of  year. 

PURPOSE  AND  NEED  FOR  SUPPLEMENTAL  FUNDS 

This  $1,125,000  is  needed  for  rehabilitation  of  or  repairs  to  facilities  and  equip- 
ment damaged  or  destroyed  in  floods  that  occurred  in  the  Pacific  Northwest  during 
June  and  December  1964.  The  estimate  includes  the  $150,000  shown  in  the  fiscal 
year  1966  budget  as  proposed  for  separate  transmittal  to  cover  damages  caused 
by  the  June  floods  and  $975,000  for  damage  caused  by  the  December  floods. 
Construction  funds  now  available  are  needed  for  the  specific  projects  for  which 
they  were  appropriated. 

Justification 


Presently 

available, 

1965 

Revised 

estimate, 

1965 

Increase 

1.  Fishery  facilities 

1 $8, 603, 781 
2 914,  583 

$8, 732, 781 
1, 910,  583 

$129,  000 
996, 000 

2.  Columbia  River  fishery  facilities 

Total  obligations . 

9, 518, 364 

10,  643, 364 

1, 125, 000 

1 Includes  a carryover  balance  of  $4,403,781. 

2 Includes  a carryover  balance  of  $326,583. 


The  $1,125,000  is  needed  for  rehabilitation  or  replacement  of  or  repairs  to 
facilities  and  equipment  damaged  or  destroyed  in  floods  that  occurred  in  the 
Pacific  Northwest  during  December  1964  and  during  an  earlier  flood  in  June  of 
1964,  and  to  mitigate  other  damage  caused  by  the  floods.  The  June  flood  caused 
damage  to  the  Selway  Falls  (Idaho)  fishway  amounting  to  $150,000.  The  De- 
cember floods  caused  additional  damage  to  the  Selway  Falls  facility  in  the  amount 
of  $77,000  and  to  other  facilities  in  the  amount  of  $898,000. 

The  fiscal  year  1966  budget  reflects  approval  for  the  submission  of  a supple- 
mental estimate  for  the  $150,000  damage  to  the  Selway  Falls  facility. 

The  successful  conduct  of  essential  Bureau  programs  financed  bj-  the  research 
on  fish  migration  over  dams,  research,  and  the  Columbia  River  fishery  facilities 
activities  is  dependent  upon  the  availability  of  funds  to  offset  the  flood  damage. 
To  delay  rehabilitation  of  the  damaged  facilities  would  not  only  have  a serious 
adverse  effect  on  these  important  programs,  but  would  lead  to  additional  damage 
during  the  high  flow  runoffs  in  the  Columbia  Basin  during  the  period  from  mid- 
April  to  early  July  and  in  the  fall  when  heavy  rains  occur. 

Estimates  of  the  flood  damage  were  compiled  after  a series  of  observations, 
discussions,  and  extensive  review.  State  fisheries  agencies  employees,  including 
biologists  and  engineers,  made  field  surveys  from  the  ground  and  from  aircraft. 
In  many  instances,  they  were  accompanied  by  technicians  from  the  U.S.  Fish  and 
Wildlife  Service.  The  information  and  estimates  then  were  reviewed  by  ad- 
ministrative personnel  of  the  State  agencies,  following  which  they  were  presented 
to  the  field,  regional,  and  central  offices  of  the  Bureau  of  Commercial  Fisheries 
where  thej^  again  were  reviewed  bx^  biologists,  engineers,  and  administrative 
personnel.  The  estimates  represent  the  best  judgment  of  the  Bureau,  but  reflect 
minimum  estimates  of  damage  inasmuch  as  continuing  floods  and  high  water 
conditions  and  physical  damage  to  roads  and  back-country  areas  made  complete 
analysis  impossible. 
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Funds  available  under  the  Bureau’s  “Construction”  appropriation  and  appro- 
priations for  operating  programs  are  not  sufficient  to  finance  the  rehabilitation 
and  repair  work  and  replacement  of  facilities  and  equipment  necessary  because 
of  the  floods  without  eliminating  or  seriously  curtailing  many  approved  programs. 

1 . Fishery  facilities 

The  $129,000  requested  for  this  activity  is  needed  to  mitigate  the  effect  of  the 
flood  damage  on  the  fish  passage  research  programs,  which  are  aimed  at  providing 
on  a crash  program  basis  information  essential  to  the  formulation  of  a sound 
water-resource  development  program  for  the  Columbia  River  Basin,  and  on 
research  studies  of  the  physical  and  chemical  environments  of  salmon. 

Two  of  the  key  projects  in  the  fish  passage  program  involving  the  deflection 
and  collection  of  downstream  migrants  cannot  be  continued  until  the  damage 
to  facilities  and  equipment  is  offset.  Repair  of  the  damage  by  early  summer, 
when  field  research  must  be  accomplished,  is  necessary  to  prevent  the  delay  of  a 
year  in  gaining  urgently  needed  information  on  a promising  new  concept  for  guid- 
ing and  collecting  salmon  fingerlings  (velocity  matching  traveling  screens)  and 
prototype  experiments.  Projects  involving  fingerling  migration,  timing,  turbine 
and  reservoir  studies  cannot  be  conducted  until  equipment  replacement  can  be 
effected.  Delay  in  these  projects  would  also  jeopardize  the  fish  passage  program. 
Required  repairs  to  fish  passage  facilities  should  be  made  before  the  peak  spring 
flow  runoff  in  May  and  June  to  reduce  the  chance  of  additional  damage  to  facil- 
ities and  equipment,  particularly  at  the  Troy,  Oreg.,  test  facility  where  shifts  in 
the  stream  bed  make  the  structure  highly  susceptible  to  flood  damage. 

Research  studies  on  the  physical  and  chemical  environments  of  salmon  cannot 
be  continued  until  the  flood  damage  at  the  Mill  Creek,  Calif.,  station  is  corrected. 
The  floodwaters  at  this  point  exceeded  5 feet,  causing  the  course  of  the  stream 
to  shift,  which  resulted  in  the  loss  or  damage  to  many  items  of  equipment.  An 
experimental  stream  channel  for  incubation  of  salmon  eggs  was  washed  out  and 
a water  supply  pond  and  settling  basin  was  filled  with  gravel,  silt,  and  debris. 

The  facilities  at  which  flood  damage  occurred,  what  is  required  to  offset  the 
damage  at  these  locations  and  the  estimated  cost  thereof,  is  set  forth  below. 

Eagle  Creek,  Oreg.,  $44,000. — Reconstruction  of  test  flume,  including  the  re- 
placement of  guiding  and  collection  devices,  compressors,  generators,  cable, 
screens,  and  other  equipment. 

Troy  {Grand  Ronde),  Oreg.,  $46,000. — Repairing  test  facility  approach  channels, 
shunt  racks,  holding  tanks,  log  boom,  and  experimental  apparatus. 

Ice  Harbor  Dam,  Wash.,  ^5, Odd.— -Replacing  nets  and  to  repair  and  clean 
sampling  equipment  damaged  by  heavy  debris  in  forebay  of  dam. 

Other  locations,  $13,000. — ^Imnaha  River,  Oreg.,  replacement  of  fyke  net  and 
cables;  Tucannon  River,  Wash.,  restoration  of  irrigation  ditch  traps;  Salmon 
and  Snake  Rivers,  Idaho  and  Oreg.,  replacement  and  repair  of  flotation  gear; 
Mayfield  Reservoir,  Wash.,  replacement  of  anchor  and  buoys;  Brownlee  Reser- 
voir, Oreg.  and  Idaho,  replacement  and  repair  of  boats  motors,  thermograph, 
scoop  trap,  and  holding  pens;  North  Fork  and  Felton  Reservoirs,  Oreg.,  replace- 
ment of  nets  and  traps;  and  Clackamas,  Oreg.,  repairs  to  disease  control  laboratory. 

Mill  Creek,  Calif.,  $17,000. — Repair  or  replacement  of  pipelines,  control  gates, 
valves,  pumps,  rearing  tanks,  hatchery  troughs,  traps  and  other  equipment,  and 
removal  of  silt,  gravel  and  debris  from  the  water  supply  pond  and  settling  basin. 

2.  Columbia  River  fishery  facilities 

The  $996,000  requested  for  this  activity  is  to  offset  damages  affecting  the 
Columbia  River  fisheries  development  program  hatchery  facilities,  fishways,  fish 
screens,  stream  clearance,  and  other  facilities.  A summary  of  costs  by  these 
program  categories  follows: 


(а)  Hatchery  facilities $300,  000 

(б)  Fishways 278,  000 


Selway  Falls 227,  000 

Other 51,  000 


(c)  Fish  screens 108,  000 

(d)  Stream  clearance 300,  000 

(e)  Other  facilities 10,  000 


Total. 


996,  000 
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Columbia  River  fishery  development  program  facilities  in  Idaho,  Oregon,  and 
Washington  were  subjected  to  the  flood  conditions  and  damages  were  experienced 
in  all  three  States.  All  of  the  facilities  are  important  to  the  development  pro- 
gram, authorized  under  the  act  approved  May  11,  1938  (52  Stat.  345),  as  amended 
by  the  act  of  August  8,  1946  (60  Stat.  932).  It  is  imperative  that  the  damages 
be  offset  as  rapidly  as  possible  in  order  to  prevent  even  greater  losses  and  decima- 
tion of  the  fish  resources. 

The  natural  runs  of  salmon  within  the  Columbia  River  drainage  have  suffered 
a severe  loss.  Hatcheries  and  other  fish  protective  devices  must  be  made  operable 
for  full  capacity  and  efficiency  to  mitigate  these  losses.  The  Cascade  hatchery 
operated  by  the  State  of  Oregon  is  at  present  nonoperable.  At  other  hatcheries, 
water  supply  systems  are  impaired,  thus  endangering  the  stocks  of  eggs  and  juve- 
nile fish  being  held.  At  other  installations,  such  as  Eagle  Creek  and  Cascade 
hatcheries  in  Oregon,  the  stocks  of  eggs  and  young  fish  on  hand  were  transferred 
on  an  emergency  basis  to  other  stations.  However,  thej^  cannot  be  held  for  long, 
and  must  be  accommodated  soon  or  they  will  be  lost.  At  most  stations  extreme 
siltation  affected  rearing  ponds  and  incubation  devices,  and  these  must  be  cleaned 
and  repaired  to  restore  them  to  proper  operation. 

All  hatcheries  were  filled  to  capacity  as  a result  of  outstanding  returns  in  the 
fall  of  1964.  The  flood  conditions  and  damages  forced  many  stations  to  release 
several  million  young  fish  prematurely  which  were  being  held  for  release  at  a later 
date. 

Unless  the  facilities  can  accommodate  runs  of  adult  steelhead  and  chinook 
salmon  as  they  arrive  from  May  to  September  1965  artificial  propagation  will  not 
be  possible.  If  damages  or  losses  cannot  be  corrected  soon,  the  fishery  resources 
will  suffer  great  damage  and  commercial  and  sport  fisheries  harvests  will  be  seri- 
oush^  affected  for  several  years,  with  the  dollar  loss  estimated  at  nearly  $1  million 
annually.  In  most  instances,  where  pipelines,  water  intakes,  fish  racks,  and  road- 
ways are  affected,  repairs  must  be  as  complete  as  possible  prior  to  high  flow  run- 
off in  the  late  spring  (May  and  June)  or  even  greater  damages  will  be  sustained, 
thus  greatly  increasing  the  ultimate  costs  of  rehabilitation. 

Repairs  to  damaged  fishways,  screens,  stream  clearance  areas,  and  study  facili- 
ties are  equally  imperative.  The  majority  of  those  facilities  could  suffer  greater 
damage  by  high  flows  later  in  the  spring  in  May  and  June,  thus  increasing  sub- 
stantially the  funds  necessary  for  restoration.  Fishways  must  be  placed  in  func- 
tional operating  condition  prior  to  arrival  of  late  spring  and  early  summer  fish 
runs,  from  May  to  August,  or  passage  will  be  denied  to  upstream  spawning  areas 
and  hatcheries.  Stream  clearance  in  critical  areas  must  be  accomplished  to  per- 
mit upstream  passage  of  adult  fish  to  natural  spawning  grounds.  Screen  installa- 
tions will  require  replacement  prior  to  the  time  of  downstream  migration,  which 
occurs  late  in  the  spring  and  early  summer  from  May  to  July,  and  prior  to  the 
initiation  of  irrigation  diversion  operation.  Delays  in  placing  the  screens  in 
operation  would  result  in  large  losses  of  young  fish. 

(a)  Hatchery  facilities,  $300,000 

The  hatchery  facilities  at  which  flood  damage  occurred,  what  is  required  to 
offset  the  damage  at  these  locations  and  the  estimated  cost  thereof  are  set  forth 
below. 

Oregon 

Cedar  Creek  (Sandy),  $2,700. — Repairing  and  riprapping  holding  pond  embank- 
ment and  replacement  of  250  feet  of  waterline. 

Bonneville,  $16,000. — Rebuilding  and  surfacing  roadway,  and  refacing  concrete 
spillway  and  apron  at  Tanner  Creek  intake. 

Herman  Creek  (Ox  Bow  Springs  eggtaking  station),  $31,300. — Desilting  holding 
ponds  and  channel,  replacing  pond  bottom  gravel,  rebuilding  and  surfacing  dikes 
and  roadway,  clearing  debris  from  fishway,  and  miscellaneous  repairs  to  weirs  and 
screens. 

Cascade,  $82,000. — Removal  of  debris,  rebuilding  and  surfacing  access  road, 
replacing  broken  section  of  4-inch  domestic  waterline,  and  650  feet  of  36-inch 
hatchery  pipeline,  fishway  wing  wall  and  bank,  and  miscellaneous  repairs. 

Eagle  Creek,  $78,000. — Rebuilding  and  surfacing  hatchery  entrance  and  intake 
access  roads,  and  for  repairing  intake  structure,  filter  chamber.  Eagle  Creek  bridge 
and  channel,  entrance  ladder  and  diversion  rack,  and  domestic  water  supply. 
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W ashington 

Elokomin,  $8,500. — Replacing  riprap  at  water  intake  and  river  bank,  repairing 
and  replacing  fish  racks,  and  removal  of  debris. 

Grays  River,  $10,500. — Rebuilding  and  surfacing  hatchery  entrance  road,  and 
earthen  dam  at  Spring  Creek  water  intake. 

Toutle,  $8,500. — Repairing  and  protecting  water  intake  structure,  riprapping 
road  and  river  banks,  and  miscellaneous  repairs  to  water  distribution  system. 

Washougal,  $6,500. — Repairing  and  surfacing  roads,  repairing  fish  racks,  dikes 
and  miscellaneous  structures. 

Kalama  No.  2,  $8,000. — Replacing  riprap  on  river  and  pond  banks  and  repairing 
Kalama  River  fish  rack. 

Little  White  Salmon,  $49,000. — Rebuilding  and  surfacing  hatchery  entrance 
and  intake  access  roads,  repairing  intake  structure  and  residence,  repairing  and 
riprapping  pond  banks,  and  removal  of  debris  from  ponds ; and  removal  of  debris, 
rock,  and  gravel  slides  from  hatchery  grounds. 

(b)  Fishways,  $278,000 

Fishways  at  which  flood  damage  occurred,  what  is  required  to  offset  the 
damages,  and  the  estimated  costs  thereof  are  outlined  below. 

Idaho 

Selway  Falls,  $227,000. — This  fishway  is  an  integral  link  in  the  program  for 
reintroduction  and  restoration  of  the  salmon  and  steelhead  runs  in  the  Selwaj’ 
River.  For  the  past  3 years,  approximately  3 million  chinook  salmon  eggs 
have  been  planted  annually  in  the  Selway  River  above  Selway  Falls.  Efforts 
are  also  being  directed  toward  development  of  a run  of  fall  chinook  salmon  and 
improvement  of  existing  runs  of  steelhead  in  the  spring  and  fall  of  the  year. 
The  first  returns  of  adifit  chinook  salmon  are  expected  from  late  May  to  July 
and  from  mid-September  through  October.  The  funds  requested  will  permit  the 
Selway  Falls  fishway  to  be  made  operative  in  time  to  accommodate  the  runs  of 
salmon  and  steelhead  which  will  arrive  in  September.  The  spring  runs  will  be 
handled,  on  a temporary  basis,  by  trapping  and  hauling  facilities.  However,  it 
is  imperative  that  repair  and  construction  work  commence  as  soon  as  possible, 
so  that  the  fishway  can  be  completed  in  time  to  accommodate  the  full  runs  of 
fish.  Further,  if  the  fishway  cannot  be  completed  by  the  fall  of  the  year,  it 
again  will  be  subjected  to  the  hazards  of  severe  climatic  conditions  during  another 
winter  and  spring. 

During  the  June  1964  flood,  flows  in  the  Selway  River  were  the  second  highest 
on  record.  The  timber  crib  retaining  a slide  at  the  fishway  tunnel  entrance 
was  crashed  away.  The  slide  was  enlarged  and  the  tunnel  portal  completely 
obliterated.  The  access  road  to  the  fishway  construction  area  was  washed 
away.  Bridge  abutments  for  the  temporary  bridge  across  the  river  to  the  con- 
struction area  were  also  destroyed.  The  tunnel  mouth  w'as  plugged  with  debris 
and  part  of  the  entrance  caved  in. 

The  estimated  cost  associated  with  this  damage  is  detailed  below: 


Slide  restoration $55,  000 

Access  road  restoration 10,  000 

Bridge  and  pier  restoration 10,  000 

Clean  and  secure  tunnel  entrance 5,  000 

Dewater  tunnel 3,  000 

Reinforce  concrete  tunnel  extension  and  replace  metal  supports 30,  000 

Removal  and  repair  of  cavein 22,  000 

Engineering  and  contingencies 15,  000 


Total 150,000 


Some  repair  work  was  initiated  in  the  fall  of  1964  utilizing  funds  available  for 
completion  of  the  project,  in  an  attempt  to  make  the  incomplete  facility  usable 
for  upsteam  migrant  fish  in  the  spring  of  1965.  This  work  was  in  progress  wdien 
the  December  1964  floods  again  damaged  the  structure,  causing  cessation  of  work 
and  loss  of  some  construction  equipment.  Sudden  breakup  of  an  upstream  ice 
jam  released  impounded  water,  causing  the  stream  to  rise  4 feet  in  20  minutes 
at  the  construction  site. 

The  access  road  completely  washed  away  requiring  complete  rebuilding  with 
all  materials  having  to  be  hauled  in.  All  readily  available  material  for  building 
the  road  has  been  used  in  the  two  previous  access  road  constructions. 
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The  bridge  abutments  failed  and  the  structure  fell  into  the  river.  This  will 
require  new  beams,  deck,  and  guardrails,  as  well  as  reconstruction  of  the  support- 
ing piers  on  either  end. 

The  material  from  the  cofferdam  washed  into  the  tunnel  during  the  flood  cover- 
ing reinforcing,  forms,  steel  supports,  and  air  and  water  lines.  Removal  will  be 
slow  and  costly,  as  much  of  it  must  be  done  by  hand. 

The  cofferdam  around  the  lower  portal  w^as  washed  out  and  will  require  complete 
rebuilding.  Materials  for  the  original  cofferdam  were  obtained  from  the  tunnel 
excavation;  however,  the  tunnel  is  now  excavated  and  new  cofferdam  material 
will  have  to  be  hauled  from  the  same  source  as  the  access  road  material.  With 
the  material  now  available  for  cofferdaming,  it  is  expected  that  chemical  grout 
will  be  required  to  effect  a seal. 

Some  cave-in  is  expected  in  the  lower  60  feet  of  the  tunnel  as  a large  amount 
of  lagging  and  wedging  had  been  removed  from  the  steel  supports  to  allow  con- 
crete to  be  placed.  Some  of  the  steel  sets  are  or  will  be  damaged  due  to  lack 
of  support. 

At  the  time  of  the  flood,  the  contractor  wms  placing  concrete  in  the  lower 
portal  cutoff  ring.  Work  was  abandoned  when  the  river  rose.  The  concrete 
placed  will  have  to  be  chipped  out,  reinforcing  straightened  and/or  replaced,  forms 
replaced,  and  the  extreme  downstream  portion  of  the  supporting  structure 
replaced. 

Damage  occurring  in  the  December  flood  is  estimated  as  follows: 


Access  restoration $7,  00(> 

Bridge  replacement 13,  000 

Clean  mud  and  debris  from  portal 4,  000 

Unwatering  tunnel 3,  000 

Replace  cofferdam 6,  000 

Removal  and  repair  of  cave-in 21,  000 

Engineering  and  contingencies 8,  000 

Cost  of  moving  equipment  to  and  from  jobsite 15,  000 


Total  new  damage 77,  000 


This  $77,000  is  additional  damage  over  and  above  the  $150,000  already  needed 
to  repair  the  June  flood  damage,  making  a new  total  of  $227,000  needed  to  com- 
plete construction  of  this  facility. 

Lewiston  Dam,  $7,000. — Replacement  of  auxiliary  water  intake  and  fishway 
exit  trash  structure. 

Oregon 

Looking-Glass  Falls,  $2,000. — Removal  of  slides  blocking  access  to  site. 

Klaskanine  Falls,  $2,000. — Removal  of  silt  and  debris,  repair  concrete  weirs,, 
and  replace  intake  stoplogs. 

Punch  Bowl  Falls,  $3,250. — Restoration  of  access  ladder,  removal  of  debris, 
and  repair  of  grating  cover. 

Wiley  Creek,  $2,000. — Removal  of  silt  and  debris,  and  replacement  of  concrete 
weir  and  rock  wall. 

Three-Mile  Dam,  $2,250. — Riprapping  eroded  entrance  bank. 

Eagle  Creek  Falls  {middle  and  lower),  $6,050. — Replacement  of  stoplogs,  guard- 
rails, slide  gate,  fencing  and  grating;  repair  of  weirs,  guardrails  and  culverts,  and 
removal  of  debris. 

Elkhorn  Falls,  $1,450. — Removal  of  debris,  replacing  earthen  fill,  and  repairing 
fish  counter. 

W ashington 

Cedar  Creek,  $2,200. — Repairing  floating  water  control  tank,  trashracks,. 
stoplog  guides,  gratings,  and  roadway. 

Kalama  Falls,  $3,300. — Replacement  of  grating,  handrails,  and  steel  beams,, 
and  repairs  to  trashrack  and  baffles. 

Salmon  Falls,  $3,500. — Replacement  of  grating  and  valve,  and  repairs  to 
trashrack  and  access  roads. 

Wind  River  No.  1,  $4,500. — Replacement  of  grating,  and  repairs  to  trashrack, 
fish  brail,  and  roads. 

Wind  River  No.  2,  $3,000. — Repairs  to  concerete  weirs,  stoplog  guides,  and  roads. 

Other  fishways,  $7,500. — Replacement  of  roadways,  and  fencing;  repairs  of 
concrete  weirs  and  stoplog  guides;  and  removal  of  large  rocks. 
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(c)  Fish  screens,  $108,000 

Fish  screens  damaged  during  the  flood  were  all  located  in  the  State  of  Oregon, 
with  the  exception  of  one  located  on  the  Touchet  River  in  the  State  of  Washington. 

A total  of  487  fish  screens  in  the  eastern  Oregon  area  were  materially  damaged, 
including  damage  to  bypass  pipes,  access  roads,  and  box  sections.  Following  is  a 
summary  of  the  number  of  screens  damaged,  by  river  system,  and  an  estimate  of 
repair  or  replacement  costs: 

John  Day  River  Basin,  $100,000. — 152  screens  seriously  damaged,  and  277  with 
minor  damages  on  67  tributaries  and  the  main  river. 

Wallowa  River  Basin,  $2,500. — 20  screens  damaged  seriously  and  8 with  minor 
damages  on  3 tributaries  and  the  main  river. 

Wcdla  Walla  River  Basin,  $1,500. — 30  screens  with  minor  damages  on  the  main 
river  and  2 tributaries. 

Touchet  River,  $4,000. — Screen  box  and  screen  section  completely  destroyed. 

(d)  Stream  clearance,  $300,000 

Since  the  inception  of  the  Columbia  River  fisheries  development  program,  over 
1,500  miles  of  stream  have  been  improved  and  made  more  accessible  for  salmon 
and  steelhead  by  stream  clearance  activities — the  removal  of  logjams,  debris, 
slides,  and  old  splash  dams.  These  areas  were  well  utilized  by  natural  spawming 
populations.  The  floods  of  December  1964  negated  much  of  this  former  effort 
by  depositing  large  masses  of  logs,  tree  trunks,  and  various  debris  in  stream 
channels,  as  w'ell  as  causing  slides  in  many  areas.  Resurvey  and  clearance  of 
affected  areas  is  urgently  required.  Clearance  activities  must  be  conducted  as 
rapidly  as  possible  to  insure  that  runs  of  steelhead  and  salmon  may  reach  natural 
spawning  grounds.  Unless  these  streams  are  cleared  several  hundred  miles  of 
natural  stream  production  areas  will  be  inaccessible  for  returning  fish  runs.  As 
a consequence,  reproduction  will  be  seriously  affected  and  the  end  result  will  be 
major  loss  of  salmon  and  steelhead  in  sport  and  commercial  fisheries  for  many 
years  to  come. 

It  is  estimated  that  approximately  100  logjams  and  slides  will  require  attention. 
Most  of  these  are  located  in  Oregon  and  Washington,  although  a few  are  in  Idaho. 
Four  major  logjams  which  have  been  assessed  so  far  account  for  a total  of  $135,000. 
Those  four  logjams  are: 

1.  Green  River,  Wash. — An  extensive  logjam,  approximately  one-fourth  mile  in 
length,  has  developed  in  the  Green  River  about  5 miles  downstream  from  the 
Toutle  Fish  hatchery.  Spring  chinook,  fall  Chinook,  and  silver  salmon  are 
affected  by  this  obstruction.  Removal  is  estimated  at  $25,000. 

2.  Mohawk  River,  Oreg. — A very  large  logjam,  about  one-half  mile  in  length, 
has  developed  on  the  Mohawk  River,  a tributary  of  the  Willamette  River.  The 
jam  is  located  in  a deep  canyon  area  and  wdll  require  a bulldozed  road  to  reach  the 
critical  section.  It  appears  to  be  a complete  migratory  block  to  steelhead  and 
spring  Chinook  salmon  which  utilize  the  stream.  Steelhead  reach  the  area  in 
April  and  spring  chinook  arrive  in  June.  The  estimated  cost  of  clearance  is 
$35,000. 

3.  South  Fork  of  the  Salmon  River,  Idaho. — A serious  logjam  covering  the  entire 
river  channel  has  been  located  in  the  South  Fork  of  the  Salmon  River  about  15 
miles  downstream  from  Warm  Lake.  Aerial  reconnaissance  has  been  the  only 
means  of  observation  so  far,  as  high  flows  and  a heavy  snowpack  prohibit  access 
by  road.  The  jam  appears  to  be  a complete  obstacle  to  fish  migration  and  a siz- 
able amount  of  water  has  been  ponded  behind  the  jam.  The  Idaho  Department 
of  Fish  and  Game  proposes  to  clear  a temporary  channel  through  the  jam  in  order 
to  accommodate  steelhead  runs  which  wdll  arrive  in  April  and  to  complete  removal 
of  the  jam  before  runs  of  spring  chinook  salmon  arrive  in  June  and  July.  Esti- 
mated total  cost  of  removal  is  $50,000. 

4.  Wiley  Creek,  Oreg. — A large  jam  about  one-half  in  length  has  formed  on 
Wiley  Creek,  a tributary  to  the  Santiam  River,  approximately  one-half  mile 
downstream  from  a Columbia  River  program  fishway  which  was  completed  in 
1963.  Fish  cannot  pass  the  obstruction  as  it  now  exists,  and  the  ladder  will  serve 
no  purpose  until  fish  are  able  to  negotiate  the  area.  Steelhead  and  silver  salmon 
utilize  this  stream  for  spawning  purposes,  and  the  jam,  located  a short  distance 
above  the  mouth  of  the  stream,  cuts  off  about  15  miles  of  spawning  and  rearing 
grounds.  The  estimated  cost  of  removal  is  $25,000. 

Survey  crews  have  located  many  smaller  logjams  on  Grays  River,  Abernathy 
Creek,  and  Little  Kalama  River  watersheds  in  Washington,  and  on  the  John  Day 
River,  Blue,  Clackamas,  Sandy,  Calapooya,  Klaskanine,  Clatskanie,  and  McKenzie 
Rivers  in  Oregon.  The  full  effects  of  logjams,  slides,  erosion,  and  silting  still  are 
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not  known  completely,  and  will  not  be  known  until  flows  decrease  and  access 
roads  to  most  of  the  areas  are  restored.  Nearly  all  of  the  tributary  streams  in  the 
lower  Columbia  River  suffered  damage,  and  rechanneling  and  stream  clearance 
will  be  necessary  on  most  of  those  drainages.  Nearly  all  work  will  require  the 
use  of  bulldozers  and  other  items  of  heavy  equipment. 

(e)  Other  facilities,  $10,000 

Facilities  used  in  the  appraisal  of  management  techniques  at  which  flood 
damage  occurred  are  as  follows: 

John  Day  River,  Or  eg.,  $1,500. — Restoring  two  small  incubation  channels. 
These  channels  are  to  be  utilized  in  the  program  to  introduce  coho  salmon  into 
the  John  Day  system  by  planting  eyed  eggs. 

Salmon  Creek  natural  rearing  pond,  Washington,  $8,500. — Resealing  the  spill  and 
outlet  structure,  to  restore  and  add  bank  protection  with  riprap  fill,  to  regravel 
roadways,  and  to  remove  mud  and  gravel  from  the  pond.  This  pond  is  used  to 
rear  coho  salmon.  The  damage  was  caused  when  the  earth  dike  along  the  creek 
was  topped  by  high  water. 

SUMMARY  OF  DAMAGE 

Mr.  Denton.  Please  highlight  the  damage  to  facilities  involved 
in  this  estimate. 

Mr.  McKernan.  Mr.  Chairman,  we  have  had  damages  to  two 
major  programs.  First,  for  which  we  are  asking  $129,000,  is  damages 
which  have  affected  research  facilities,  primarily  those  used  in  the 
fish  passage  research  program.  This  program  has  been  designed  to 
successfully  pass  fish  over  dams  of  very  high  level. 

Mr.  Denton.  Whereabouts? 

Mr.  McKernan.  The  Federal  Government  has  an  investment  of 
about  $25  million  in  the  facilities  of  the  Columbia  River  fisheries 
development  program. 

Mr.  Denton.  Yes. 

Mr.  McKernan.  The  remainder  of  the  estimate  pertains  to 
damages  to  hatcheries,  fishways,  fish  screens,  and  stream  clearance. 
Fish  screens  are  small  screens  in  irrigation  ditches  to  prevent  the 
young  salmon  from  gomg  out  in  the  orchards  and  irrigated  farmlands 
on  their  journey  to  the  sea. 

The  $i29,000  requested  for  mitigation  of  the  losses  to  the  research 
facilities  includes  $44,000  at  Eagle  Creek,  Oreg.,  for  the  reconstruc- 
tion of  a test  flume.  This  facility  is  used  in  studies  designed  to  im- 
prove the  efficiency  of  our  fish  passage  facilities. 

Also  included  is  $46,000  for  repairs  to  the  test  facility  on  the  Grand 
Ronde  River  in  eastern  Oregon;  $9,000  is  requested  to  repair  research 
equipment  at  the  Ice  Harbor  Dam,  one  of  the  main-stem  dams, 
comparable  to  the  Bonneville  Dam.  This  is  where  one  of  our  key 
biological  research  stations  is  located. 

Damages  to  other  test  facilities  at  such  places  as  Imnaha  River 

For  the  Columbia  River  development  program  facilities,  we  are 
requesting  $996,000.  The  major  costs  here,  Mr.  Chahman,  are  for 
hatchery  facilities — I have  some  photographs  of  some  of  the  hatchery 
damage.  As  we  are  talking,  if  you  would  like  to  examine  those,  you 
might  get  a clearer  picture  of  what  we  are  talking  about. 

We  are  asking  for  $300,000  to  make  repairs  on  the  hatchery  facilities. 
This  is  for  repairs  to  pipelines,  residences,  ponds,  and  other  damages 
resulting  from  changes  in  the  stream  courses. 

We  have  requested  $278,000  for  repairs  to  fishways.  Here  is  a 
photograph  showing  an  example  of  the  fishway  damage  that  has 
been  suffered. 
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We  have  requested  $108,000  for  repairs  to  or  replacement  of  fish 
screens.  We  have  some  pictures  showing  the  changes  in  the  course  of 
some  of  the  streams  which  indicate  the  damage  to  these  Federal 
facilities  on  the  Columbia  River  system. 

We  have  requested  $300,000  for  stream  clearance.  These  pictures 
show  some  of  the  logjams  that  have  blocked  the  salmon  passageways, 
both  upstream  and  downstream. 

The  floods  in  certain  parts  of  the  Columbia  River  Basin  last  Decem- 
ber were  the  largest  on  record,  Mr.  Chairman,  for  the  State  of  Oregon. 
There  was  a tremendous  amount  of  damage  to  the  program  fisheries 
facilities.  We  are  hopeful  that,  by  prompt  action,  with  this  supple- 
mental request,  we  will  be  able  to  repair  these  facilities  and  restore 
operations  before  the  young  fish  migrate  down  to  the  sea,  and  before 
the  adults  move  up  the  Columbia  River  to  their  natural  spawning 
grounds  and  the  hatcheries. 

BUDGET  REQUEST  COVERS  ONLY  REPLACEMENTS 

Mr.  Marsh  (presiding).  Does  this  estimate  provide  for  anything 
except  actual  construction  work  involved  in  the  replacement  in  kind  of 
facilities  damaged  or  destroyed  by  the  floods? 

Mr.  McKernan.  None  whatsoever,  only  for  the  damages  sustahaed 
in  these  floods. 

WORK  ALREADY  ACCOMPLISHED 

Mr.  Marsh.  To  what  extent  have  the  items  covered  by  this  esti- 
ate  already  been  accomplished  with  available  funds? 

Mr.  McKernan.  We  have  made  some  emergency  repairs.  For 
the  June  1964  damage  to  Selway  Falls  fishway,  we  utilized  $70,000 
out  of  funds  available  to  this  project.  This  was  a use  of  funds  needed 
for  subsequent  w’ork  on  the  project.  When  the  December  flood  came 
the  project  was  damaged  further  including  the  emergency  repair  work. 
We  used  this  $70,000  to  make  these  repairs  anticipating  that  we  would 
get  the  funds  from  the  supplemental.  The  emergency  repairs  had  to 
be  made  or  else  additional  damage  would  have  been  suffered.  For 
other  projects  affected  by  the  December  flood,  we  have  made  emer- 
gency repairs  amounting  to  about  $80,000. 

In  other  words,  we  marshaled  aU  of  our  forces  and  all  of  our  funds 
for  use  in  the  areas  where  there  was  an  absolute  necessity  for  immedi- 
ate action  so  that  we  would  not  sustain  additional  losses. 

This  was  true,  for  example,  in  the  case  of  erosion  damage  at  the 
hatcheries,  including  instances  where  hatchery  vrater  supplies  re- 
quired immediate  attention  or  we  would  lose  all  of  the  fish  and  all  of 
the  fish  eggs. 

In  most  cases,  these  funds  will  be  replaced  by  the  supplemental 
funds,  which  we  hope  to  get  from  Congress  as  a result  of  this  request. 

SOURCE  OF  REPROGRAMED  FUNDS 

Mr.  Denton  (presiding).  Put  in  the  record  the  source  of  the 
$150,000,  please? 

Mr.  McKernan.  Yes,  sir. 

(The  information  follows:) 
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Temporary  fund  repi  ograming — Emergency  repairs 


Project 

Amount 

Remarks 

Selway  Falls  fishway,  Idaho 

$70, 000 

14.000 

21.000 
16, 000 
29, 000 

Accelerated  spending  resulting  in  de- 
ficiency to  complete  the  project. 
Restoration  necessary  to  complete 
project. 

Do. 

Do. 

Do. 

Klaskanine  hatchery,  Oregon,  pond  rehabilita- 
tion. 

Lostine  Falls  fishway,  Oregon 

Scappoose  Falls  fishway.  No.  2,  Oregon  

Tumwater  Dam  fishway,  Washington 

Total 

150, 000 

Mr.  Denton.  Questions? 

(No  reply.) 

Mr.  Denton.  That  is  all. 

Mr.  McKernan.  Thank  you,  Mr.  Chairman. 


Tuesday,  March  23,  1965. 
Bureau  of  Sport  Fisheries  and  Wildlife 

WITNESSES 

ABRAM  V.  TUNISON,  DEPUTY  DIRECTOR 

RAYMOND  E.  PODOLAK,  CHIEF,  DIVISION  OF  BUDGET  AND  FINANCE' 
CARL  V.  FERMANICH,  ASSISTANT  CHIEF,  DIVISION  OF  WILDLIFE. 
REFUGES 

MERWIN  A.  MARSTON,  CHIEF,  DIVISION  OF  FEDERAL  AID 

Construction 

Object  classification 

[In  thousands  of  dollars] 


Presently 

available 

1965 

Revised 

estimate 

1965 

Increase  or 
Decrease  (— ) 
1965 

BUREAU  OF  SPORT  FISHERIES  AND  WILDLIFE 

Personnel  compensation: 

11.1  Permanent  positions 

874 

956 

82 

11 .3  Positions  other  than  permanent 

461 

634 

173 

11.6  Other  personnel  compensation 

24 

24 

Total  personnel  compensation 

1,359 

1,614 

136 

255 

12.0  Personnel  benefits...  . . 

117 

19 

21.0  Travel  and  transportation  of  persons 

142 

150 

8 

22.0  Transportation  of  things . 

10  ! 

15 

5 

23.0  Rent,  communications,  and  utilities...  ...  . 

16 

18 

2 

24.0  Printing  and  reproduction ...  

8 

9 

1 

25.1  Other  services 

702 

1,440 

137 

738 

25.2  Services  of  other  agencies 

137 

26.0  Supplies  and  materials 

523 

685 

162 

31.0  Equipment . ...  . 

253 

263 

10 

32.0  Lands  and  structures 

6, 863 

6, 863 

Total  costs,  funded 

9,130 

10,330 

1,200 

99.0  Total  obligations 

9, 130 

10,330 

1,200 

44-864—65- 


A 
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Ol)ject  classifimtion — Continued 


[In  thousjands  of  dollars] 


Presently 

available, 

1965 

Revised 

estimate, 

1965 

Increase,  or 
Decrease  (— ) 
1965 

ALLOCATION  ACCOUNTS 

24. 0 Printing  and  reproduction 

1 

329 

120 

1 

329 

120 

25.1  Other  services 

25. 2 Services  of  other  agencies 

Total  obligations,  allocation  accounts 

450 

450 

99. 0 Total  obligations 

9,  580 

10,  780 

1,200 

Obligations  are  distributed  as  follows: 

Bureau  of  Sport  Fisheries  and  Wildlife 

9, 130 
450 

10,330 

450 

1, 200 

General  Services  Administration 

Personnel  summary 


Presently 

available, 

1965 

Revised 

estimate, 

1965 

Increase  or 
decrease  (— ) 
1965 

Total  number  of  permanent  positions 

107 

107 

Full-thne  equivalent  of  other  positions 

82 

119 

36 

Average  number  of  all  emplovees  . 

187 

231 

44 

Employees  in  permanent  positions,  end  of  year 

85 

93 

8 

Employees  in  other  positions,  end  of  year 

25 

85 

60 

Average  grade  and  salary 


1963 

actual 

1964 

actual 

1965 

estimate 

Average  GS  grade  

8.2 

8.4 

8.4 

Average  GS  salary 

$7, 109 

$7, 598 

$7, 875 
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Program  and,  financing 


[In  thousands  of  dollars] 


Presently  ! 
available, 
1965 

Revised 

estimate, 

1965 

Increase 

or 

decrease  (— ) 
1965 

Program  by  activities: 

1.  Sportflsh  facilities 

5, 821 
3, 759 

5,821 
4, 959 

2.  Wildlife  facilities  . 

1, 200 

10  Total  program  costs,  funded — obligations .. 

9, 580 
-1,  522 

10,780 
-1, 522 

1,200 

21  Unobligated  balance 

40  New  obligational  authority 

8,058 

9,258 

1,200 

Relation  of  obligations  to  expenditures: 

71  Total  obligations  (affecting  expenditures) 

9,  580 
5, 316 
-4, 846 

10,  780 
5.316 
-5, 646 

1, 200 

72  Obligated  balance,  start  of  year 

74  Obligated  balance,  end  of  year 

-800 

90  Expenditures 

10, 050 

10,  450 

400) 

Mr.  Denton.  The  next  is  Sports  Fisheries:  $1,200,000  is  requested 

for  rehabilitation  of  facilities  damaged  by  the  Alaska  earthquake, 
hurricanes,  and  the  floods  in  the  Pacific  Northwest. 

We  shall  insert  the  item  from  House  Document  111  and  the  justi- 
fications in  the  record. 

(The  matter  referred  to  follows:) 

“construction 


“For  an  additional  amount  for  ‘Construction’,  $1,200,000  to  remain  available 
until  expended 

Construction,  1965 


Request  (to  remain  available  until  expended — for  7 months  from 


Apr.  1,  1965) $1,200,000 

Appropriation  to  date i $9,579,698 

Obligations  to  Jan.  31,  1965 $2,913,477 

Expenditures  to  Jan.  31,  1965 $2,967,340 

Budget  estimate  next  fiscal  year $2, 992 , 000 

Employment : 

Average  number,  current  appropriation 187 

Number  involved  this  estimate 44 


1 Includes  an  unobligated  balance  of  $1,621,898. 


PURPOSE  AND  NEED  FOR  SUPPLEMENTAL  FUNDS 

An  amount  of  $1,200,000  is  requested  for  rehabilitation  of  facilities  damaged  by 
(1)  the  Alaska  earthquake  of  March  27,  1964,  $100,000;  (2)  hurricanes  Cleo,  Dora, 
Isabell,  and  Hilda  in  the  fall  of  1964,  $583,000;  and  (3)  severe  floods  in  the  Pacific 
Northwest  in  December  1964  and  January  1965,  $517,000. 


JUSTIFICATION 

Wildlife  facilities,  $1,200,000. — ’This  supplemental  estimate  is  being  submitted 
for  rehabilitation  of  facilities  at  20  wildlife  refuges  which  were  damaged  (1)  by 
the  Alaska  earthquake  of  March  27, 1964,  $100,000;  (2)  by  hurricanes  Cleo,  Dora, 
Isabell  and  Hilda,  in  August,  September,  and  October  1964,  $583,000;  and  (3) 
severe  floods  in  the  Pacific  Northwest,  iu  December  1964  and  January  1965, 
$517,000.  Facilities  damaged  include  dikes,  levees,  water  control  structures, 
fences,  roads,  bridges,  buildings,  and  croplands.  Repair  of  these  facilities  is 
essential  to  prevent  the  further  impairment  of  operations  and  to  restore  valuable 
habitat  for  nesting,  feeding,  and  wintering  of  an  important  segment  of  the  migra- 
tory waterfowl  population  as  well  as  grouse,  doves,  antelope,  deer,  etc.  The 
present  state  of  the  facilities  is  such  that  without  prompt  repair  further  damage 
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and  increased  costs  will  become  an  unavoidable  consequence  of  normal  rainfall. 
If  repair  work  is  not  initiated  promptly  these  refuges  will  not  be  prepared  to  han- 
dle the  fall  migrant  and  wintering  waterfowd.  Current  funds  are  not  sufficient 
to  cover  these  costs  without  an  adverse  effect  on  the  program. 

The  total  damage  by  refuge  is  as  follows: 


Jtefuge  or  other  facility  and  State:  Amount 

Hood  Lake  Hangar,  Anchorage,  Alaska $100,  000 

Big  Lake,  Ark 6,  000 

Colusa,  Calif 10,  000 

Dele  van,  Calif 40,  000 

Lower  Klamath,  Calif 266,  000 

Merced,  Calif 10,  000 

Modoc,  Calif 32,  000 

Sacramento,  Calif 9,  000 

Loxaha tehee,  Fla 24,  000 

Blackbeard  Island,  Ga 30,  000 

Okefenokee,  Ga 15,  000 

Lacassine,  La 15,  000 

Gulf  Island,  La.,  and  Miss 15,  000 

Ravalli,  Mont 25,  000 

Pea  Island,  N.C 253,  000 

Cold  Springs,  Oreg 10,  000 

Malheur,  Oreg 80,  000 

Willamette,  Oreg 25,  000 

Cape  Remain,  S.C 45,  000 

Chincoteague,  Va 180,  000 

Willapa,  Wash 10,  000 


Total 1,200,000 


Hood  Lake  hangar,  Anchorage,  Alaska,  $100,000. — The  hangar  and  equipment 
were  damaged  in  the  severe  Alaska  earthquake  of  March  27,  1964. 

Restoration  w^as  deferred  pending  determination  of  whether  the  property  at 
Hood  Lake  would  be  transferred  to  Alaska  under  the  Alaska  Omnibus  Act. 
Since  that  time,  it  has  been  decided  that  the  property  wull  remain  in  Federal  hands. 
Only  emergency  repairs  and  replacement  of  equipment  have  been  completed. 
The  supplemental  appropriation  is  necessary  to  restore  the  hangar  and  equipment 
to  full  service. 

The  hangar  at  Hood  Lake  in  Anchorage  is  used  to  house  aircraft  and  radio 
communications  equipment  and  to  provide  office  space  for  employees.  An 
amount  of  $100,000  is  needed  to  repair  fractured  masonry,  twdsted  roof  trusses, 
and  metal  supports  for  doors  and  hoists  in  the  aircraft  hangar;  to  repair  or  replace 
damaged  shop  and  office  heating  equipment  and  instruments  required  in  operation 
and  maintenance  of  radio  equipment;  and  to  repair  damaged  aircraft. 

Repair  of  the  building  is  essential  to  the  conduct  of  activities  of  the  Bureau  of 
Sport  Fisheries  and  Wildlife,  the  Bureau  of  Commercial  Fisheries,  and  other 
Interior  agencies.  The  building  houses  20  employees  and  repairs  at  this  location 
will  be  required  to  meet  this  space  need  as  w^ell  as  needs  for  other  office  space 
that  is  no  longer  available. 

The  radio  communications  equipment  affords  the  only  means  of  direct  communi- 
cation wuth  remote  field  stations  and  field  personnel  engaged  in  protection  and 
management  of  wildlife  resources  and  is  used  also  in  an  integrated  departmental 
program  of  fire  detection  and  suppression. 

The  repair  work  will  be  accomplished  by  force  account  which  can  be  com- 
menced as  soon  as  funds  are  available.  Equipment  replacements  will  be  immedi- 
ately available  from  supplies  in  the  contiguous  48  States. 

A breakdown  of  the  estimated  costs  follows: 

Repair  to  aircraft  and  replacement  of  engine  parts  and  equipment  de- 


stroyed  $62,  000 

Restoration  of  lands  and  structures 35,  000 

Repair  and  replacement  of  furniture  and  fixtures 3,  000 


Total 100,000 


Big  Lake  National  Wildlife  Refuge,  Arkansas,  $6,000. — This  waterfowd  wintering 
area  suffered  nood  damage  early  in  August  when  heavy  rains  incident  to  Hurricane 
Cleo  caused  severe  damage.  Floodwaters  have  eroded  3 mules  of  dike,  causing  18 
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breaks  in  the  structure,  and  have  undermined  the  sand  slough  water  control 
structure.  Prompt  repair  is  necessary  in  order  to  assure  the  continuing  water 
control  that  is  vital  to  proper  waterfowl  habitat  management.  Failure  to  make 
repairs  will  expose  the  refuge  to  the  invasion  of  willows  and  other  undesirable 
plants,  and  will  sharply  limit  the  refuge  farming  program  which  is  vitally  important 
to  wintering  waterfowl. 

Repair  dike  and  water  control  structure $6,  000' 

Colusa  National  Wildlife  Refuge,  California,  $10,000. — This  refuge  is  the  center 
link  in  the  Sacramento  chain  of  refuges  providing  for  25.3  million  waterfowl  use- 
days  and  peak  populations  of  more  than  three-quarters  of  a million  birds.  The 
objectives  of  this  area  are  the  prevention  of  crop  depredations,  insuring  sanctuary 
for  adequate  breeding  population  to  return  to  nesting  grounds,  and  provision  for  a 
major  wintering  area.  Winter  floods  damaged  roads  which  must  be  repaired  and 
graveled  to  permit  patrol  and  movement  of  farming  and  other  equipment.  The 
farming  program  on  this  and  other  refuges  must  be  timed  to  meet  weather  and 
moisture  conditions  and  excessive  delay  cannot  be  tolerated.  Also,  considerable 
debris  has  lodged  in  canals  and  irrigation  ditches  which  must  be  removed  for 
irrigation  of  croplands  and  marshes. 

A breakdown  of  the  estimated  repairs  is  as  follows : 


Repairs  to  roads,  reshape  and  surface $5,  000 

Debris  removal 5,  000 

Total 10,000 


Delevan  National  Wildlife  Refuge,  Calif.,  $40,000. — Delevan  is  also  a link  in 
the  Sacramento  chain  of  refuges,  which  comprises  the  most  important  waterfowl 
wintering  area  in  the  Pacific  flyway.  It  provides  food  for  wintering  waterfowl 
and  helps  prevent  crop  depredations.  The  sanctuary  helps  to  assure  the  return 
of  breeding  populations  to  the  nesting  grounds.  The  main  flood  damage  was  to 
ditch  and  dike  banks.  These  w^ater  channels  are  essential  to  the  operation  of 
the  refuge  as  food  cannot  be  produced  without  irrigation.  This  is  an  orderly 
process  and  timing  is  important.  Also,  considerable  damage  was  done  to  the 
roads  which  cannot  be  used  in  their  present  condition.  Repairs  must  be  made 
in  order  to  carry  out  the  farming  program,  patrol,  and  general  administration 
of  the  refuge. 

A breakdown  of  the  estimated  repairs  is  as  follows: 


Relocate  dike  at  northeast  corner $18,  000’ 

Replace  dirt,  fill  channel  banks  and  riprap,  and  place  piling  in  2047 11,  000 

Clean  ditches,  debris  removal,  repair  contour  dikes 11,  000 


Total 40,  000 


Lower  Klamath  National  Wildlife  Refuge,  Calif.,  $266,000. — This  refuge  is 
part  of  the  Klamath  Basin  complex  of  refuges  which  constitutes  the  most  important 
waterfowl  concentration  area  on  the  North  American  Continent  and  produces 
approximately  90,000  birds  annually.  The  winter  flood  damage  here  is  primarily 
to  the  dikes,  wdiich  are  essential  in  the  control  and  distribution  of  water  on  large 
areas  devoted  to  nesting  and  production  of  aquatic  feed  for  waterfowl,  and  to  the 
provision  of  suitable  nesting  habitat.  A sudden  warming  trend  this  spring 
resulting  in  a rapid  runoff  of  the  heavy  snowpack,  which  is  about  twice  the  normal,, 
would  greatly  increase  flood  damages. 

A breakdown  of  the  estimated  repair  and  replacement  is  as  follows: 

Repair  to  dikes,  replacement  of  fill,  riprap  and  gravel  surface,  about  8 

miles  of  dike $266,  000 

Merced  National  Wildlife  Refuge,  Calif.,  $10,000. — This  is  another  water- 
fowl  wintering  area  which  was  damaged  by  winter  floods.  Repairs  to  dikes  and 
water  control  stuctures,  and  clearing  and  leveling  of  fields  are  required  to  provide 
waterfowl  resting  and  feeding  habitat.  Damaged  roads  must  be  repaired  to 
permit  restoration  of  normal  administration  of  the  refuge. 

A breakdown  of  the  estimated  repairs  is  as  follows: 


Repairs  to  dikes  and  water  control  structures $3,  500 

Leveling  of  eroded  fields,  300  acres 3,  000 

Road  surfacing,  1,000  yards 3,  500 


Total 10,000 
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Modoc  National  Wildlife  Refuge,  Calif.,  $32,000. — This  refuge,  established 
in  1959,  is  primarily  for  the  production  of  Canada  geese  and  ducks.  It  also  pro- 
vides food  and  protection  for  migrants.  The  principal  flood  damage  which  oc- 
curred in  December  and  January  was  to  roads,  which  are  essential  in  the  efficient 
administration  and  patrol  of  the  refuge.  Fences  must  be  repaired  to  control 
livestock.  Meadows  must  be  cleaned  of  debris  to  allow  for  harvest  of  hay. 
Haying  is  part  of  waterfowl  management  here  in  that  it  provides  green  browse 
for  geese  as  well  as  forage  for  livestock. 

A breakdown  of  the  estimated  costs  is  as  follows: 


Replace  3 miles  of  fence  and  repair  3 miles $4,  000 

Gravel  1.4  miles  roads  and  repair  East-West  Road 25,  000 

Cleanup  200  acres  meadow  debris 1,  000 

Repair  Parker  Creek  structure 2,  000 


Total 32,  000 


Sacramento  National  Wildlife  Refuge,  Calif.,  $9,000. — This  refuge  is  one  of 
the  most  important  goose  wintering  areas  on  the  west  coast,  and  also  provides 
wintering  habitat  for  a substantial  portion  of  the  Pacific  flyway  duck  population. 
It  is  of  special  importance  in  the  prevention  of  depredations  on  neighboring  agri- 
cultural areas.  It  also  protects  from  hunting  a basic  breeding  stock  required  for 
maintaining  flyv/ay  populations.  Dams  and  ditches  which  suffered  winter  flood 
damage  must  be  repaired  to  provide  water  distribution  to  the  ponds  and  for  irriga- 
tion of  essential  winter  food  for  migrating  waterfowl.  Damaged  roads  must  be 


repaired  to  restore  access  to  the  farming  areas. 

A breakdown  of  the  estimated  costs  is  as  follows : 

Riprap  dams  1 and  2 $4,  000 

Repairs  to  ditch  2602  and  structures  and  trash  removal  Logan  Creek 1,  800 

Road  surfacing 3,  200 


Total 9,  000 


Loxahatchee  National  Wildlife  Refuge,  Fla.,  $24,000. — The  Loxahatchee  refuge 
was  hit  by  Hurricane  Cleo  in  August  1964,  and  suffered  heavy  damage  to 
trees  and  shrubbery,  buildings,  and  boundary  markers.  On  October  14,  Hurricane 
Isabell  brought  115-miles-per-hour  winds  to  the  area,  causing  additional  damage 
Extensive  work  will  be  required  to  restore  refuge  buildings  and  the  radio  tower. 
The  replacement  of  damaged  boundary  markers  will  be  difficult  as  much  of  the 
140  miles  of  boundary  is  in  marsh  areas  accessible  only  with  amphibious  equip- 
ment. This  equipment  must  be  rented.  Of  primary  importance  is  the  prompt 
control  of  water  hyacinth,  a pest  plant  which  has  been  spread  by  the  action  of  the 
storms.  Without  control  of  this  plant,  there  would  be  loss  of  waterfowl  food 
plants  and  increased  water  control  problems. 

A breakdown  of  the  estimated  costs  is  as  follows : 


Repair  of  buildings  and  radio  tower $6,  600 

Boundary  posting 9,  000 

Control  of  water  hyacinth 8,  400 


Total 24,  000 


Blackheard  Island  National  Wildlife  Refuge,  Ga.,  $30,000. — During  early 
September  Hurricane  Dora  struck  savagely  at  the  Blackbeard  Island  area,  with 
resulting  severe  damage  to  the  water  tower,  buildings,  and  the  Little  Cotton 
savannah  barrier  dune.  In  addition,  the  storm  felled  many  trees  in  the  head- 
quarters area.  Quarters  No.  1 requires  major  repairs  and  the  headquarters  water 
supply  tower  will  have  to  be  replaced.  More  than  half  a mile  of  barrier  dune 
must  be  replaced  in  orderly  to  properly  protect  the  wildlife  values  associated 
with  the  inshore  savannahs.  Without  the  protection  of  the  barrier  dune,  these 
savannahs  are  invaded  by  salt  water  and  their  value  to  feeding  waterfowl  and 
marsh  and  wading  birds  is  destroyed. 


Repairs  to  headquarters  buildings  and  water  supply $7,  100 

Replace  3^  mile  or  more  of  barrier  dune 22,  900 

Total 30,000 


Okefenokee  National  Wildlife  Refuge,  Ga.,  $15,000. — In  its  tropical  storm 
phase,  JHurricane  Dora  passed  through  southeastern  Georgia,  bringing  with  it 
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unusually  heavy  rainfalls.  On  the  Okefenokee  refuge  the  perimeter  road  and 
related  drainage  facilities  were  inundated  and  seriously  damaged,  requiring  sub- 
stantial remedial  construction.  The  Suwannee  River  sill  was  eroded  severely 
and  will  require  the  addition  of  fill  material  and  reshaping,  reseeding  and  fertilizing 
to  properly  effect  its  repair.  These  repairs  are  necessary  to  restore  the  facilities 
to  usable  condition.  The  perimeter  road  is  essential  to  the  patrol  and  manage- 
ment of  this  unique  and  famous  wildlife  refuge.  The  sill  repair  must  be  done  to 
prevent  loss  of  water  essential  to  the  waterfowl  and  other  wildlife  habitat. 


Repair  of  perimeter  road  and  related  drainage  facilities $10,  000 

Repair  of  Suwannee  River  sill 5,  000 

Total 15,000 


Lacassine  National  Wildlife  Refuge,  Louisiana,  $15,000. — Wind  action  associated 
with  the  passage  of  Hurricane  Hilda  seriously  intensified  an  existing  erosion 
problem  along  the  banks  of  Lacassine  Bayou  in  the  vicinity  of  the  headquarters. 
Repair  work  is  necessary  to  prevent  undermining  of  the  headquarters  buildings. 

Wakefield  piling  along  300  feet  of  the  bayou  front $15,  000 

Gulf  Island  National  Wildlife  Refuge,  Louisiana  and  Mississippi,  $15,000. — • 
Hurricane  Hilda  sent  33^^-foot  storm  tides  coursing  over  the  low-lying  and  vul- 
nerable lands  of  Horn  and  Petit  Bois  Islands,  taking  out  recently  completed  sand 
fences  in  the  process.  Approximately  5 miles  of  frontal  dunes  were  also  severely 
damaged,  exposing  valuable  interior  fresh  water  ponds  and  marshes  to  sea  water 
intrusion.  Such  intrusion  by  salt  water  will  eliminate  waterfowl  food  plants. 

Repair  of  sand  fences  and  frontal  dunes $15,  000 

Ravalli  National  Wildlife  Refuge,  Montana,  $25,000. — Ravalli  suffered  flood 
damages  in  December  and  January  1964  and  1965.  This  area  provides  nesting 
habitat  for  Canada  geese  and  several  species  of  ducks,  including  diving  ducks. 
It  also  provides  a feeding  and  resting  area  for  migrating  waterfowl.  Fences 
which  were  destroyed  by  floodwaters  must  be  replaced  in  order  to  control  livestock ; 
roads  and  bridges  must  be  repaired  to  permit  travel  for  farming  operations  as 
well  as  for  general  administration.  Water  control  structures  must  be  repaired  to 
restore  waterfowl  habitat  and  to  provide  a water  supply  for  irrigation  of  lands. 
Correction  of  riverbank  erosion  is  necessary  to  prevent  additional  loss  of  land  and 
silting  of  the  river. 

A breakdown  of  the  estimated  repairs  is  as  follows: 


Fencing,  3.2  miles $3,  300 

Repair  roads  and  replace  bridge 2,  700 

Water  control  structure,  Burnt  Fork  Creek 11,  000 

River  bank  erosion 8,  000 


Total 25,000 


Pea  Island  National  Wildlife  Refuge,  N.C.,  $258,000. — Shoreline  dunes  along 
the  entire  sea  front  of  the  Pea  Island  refuge  were  seriously  eroded  by  the  action  of 
Hurricanes  Cleo  and  Dora,  which  struck  the  area  during  the  period  August  28 
do  September  14,  1964.  These  protective  dune  barriers  were  breached  in  such  a 
way  that  the  remaining  relatively  undamaged  dunes  are  now  unusually  susceptible 
to  "further  damage.  Their  repair  of  the  barrier  dune  system,  important  to  the 
protection  of  interior  marshland  units,  will  involve  the  relocation,  replacement, 
resloping,  and  re  vegetation  of  the  dunes.  The  relocation  of  the  State  highway 
will  eliminate  an  important  52-acre  farmland  area.  A new  farm  unit  must  be 
developed  to  provide  browse  vital  to  wintering  flocks  of  Canada  geese.  A supply 
of  browse  is  extremely  important  as  it  is  instrumental  in  preventing  what  was 
formerly  an  annual  winter  die-off  of  Canada  geese.  In  order  to  protect  the  new 
farm  area  from  storm  tides  from  the  sound  as  well  as  salt  water  seepage  from  the 
ocean,  it  will  be  necessary  to  build  a protective  levee  around  it,  provide  internal 
drainage,  water  control  facilities,  and  provide  for  the  initial  soil  preparation, 
fertilization,  and  seeding. 


Relocate,  broaden,  reslope,  and  revegetate  dune  area $180,  000 

Construction  of  facilities  and  planting  area  for  initial  crop 73,  000 

Total 253,  000 
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Cold  Springs  National  Wildlife  Refuge,  Oreg.,  $10,000. — Winter  flood  damages 
to  the  Cold  Springs  refuge,  an  important  waterfowl  concentration  point  in  the 
Pacific  flywaj^,  will  require  repairs  to  roads,  dike  and  spillway,  fences,  and  debris 
removal.  Without  this,  access  to  all  refuge  areas  will  not  be  possible;  marsh 
habitat  will  be  reduced;  livestock  and  other  trespass  will  be  uncontrolled;  and 
farmlands  untillable. 


Debris  removal,  360  acres $2,  000 

Fencing 1,  000 

Replace  fill  and  surfacing  roads 5,  500 

Dike  repair  and  rock  spillway  type  crossing  structure 1,  500 


Total 10,000 


Malheur  National  Wildlife  Refuge,  Oreg.,  $80,000. — This  165,000-acre  water- 
fowl  refuge  is  the  largest  and  one  of  the  most  important  of  the  national  wildlife 
refuges  set  aside  primarily  for  nesting  and  migrant  waterfowl.  Major  flood  dam- 
ages occurred  to  roads,  bridges,  fences,  and  ditches  in  December  and  January. 
The  roads  and  bridges  must  be  repaired  and  replaced  as  they  are  essential  for 
administration  and  patrol  as  well  as  movement  of  livestock  and  equipment  on 
the  refuge.  Fences  must  be  replaced  for  control  of  livestock  both  on  and  off  the 
refuge.  Meadows  need  to  be  cleaned  prior  to  the  next  haying  season  to  permit 
operation  of  machinery  and  prepare  the  fields  for  waterfowl  use.  Ditch  cleaning 
is  required  to  effect  proper  distribution  of  water  for  maintaining  ponds,  irrigation 
of  food  patches  and  meadows,  all  essential  waterfowl  habitat. 


Replace  1,  24-foot  and  1,  48-foot  bridge $19,000 

Replace  40  miles  of  fencing 40,  000 

Repairs  to  roads  (surfacing  and  fill) 16,  000 

Ditch  cleaning 5,  000 


Total 80,  000 


Willamette  National  Wildlife  Refuge,  Oreg.,  $25,000. — This  refuge  is  in  the  heart 
of  the  Willamette  Valley,  in  an  extensive  and  diversified  farming  area.  It  is  a 
principal  wintering  area  of  the  western  Canada  goose.  Floods  in  December  and 
Januaiw  damaged  fences,  dikes,  fields,  and  roads.  Repair  and  replacement  of 
fences  are  necessary  to  exclude  trespass  livestock  and  also  to  control  cattle  grazed 
on  the  refuge  for  control  and  utilization  of  forage.  Dike  repairs  are  essential  to 
regain  control  of  the  flow  of  water  in  natural  channels  that  otherwise  will  escape 
the  refuge.  Agricultural  fields  must  be  regraded  to  permit  sowing  and  planting 
to  crops  needed  for  waterfowl  food.  Repair  and  graveling  of  roads  is  essential  to 
maintain  patrol  and  administration  of  the  refuge. 


Repair  fences  and  replacements $5,  OOQ 

Dike  repairs,  including  fill  and  surfacing 3,  000 

Regrading  100-acre  field  to  correct  erosion 500 

Replace  fill  and  gravel  surface  on  roads 16,  500 


Total 25,000 


Cape  Romain  National  Wildlife  Refuge,  S.C.,  $4-5,000. — This  refuge  did  not 
suffer  from  the  direct  effects  of  the  recent  series  of  hurricanes,  but  was  damaged 
by  storm  tides,  high  winds,  and  10  inches  of  rain.  Roads,  beaches,  dunes,  and 
sand  fences  on  Bulls  Island  were  severely  damaged.  Major  repairs  are  necessary 
to  return  refuge  facilities  to  operable  condition  and  to  protect  important  wildlife 
values. 


Repairs  to  10  miles  of  roads $15,  000 

Restoration  of  dune  system 30,  000 

Total 45,  000 


Chincoteague  National  Wildlife  Refuge,  Va..,  $180,000. — Earlj-  in  September 
1964,  Hurricane  Dora  passed  near  the  refuge,  creating  abnormally  high  tides, 
which  in  turn  damaged  the  outer  protective  dune  barrier  along  the  full  length 
of  the  refuge.  Extremely  serious  erosion  occurred  along  more  than  a mile  of 
dune,  and  lesser  damage  was  sustained  along  a 13-mile  stretch  of  shoreline.  It 
will  be  necessary  to  repair  these  barrier  dunes  in  order  to  assure  the  protection 
of  the  interior  units  from  the  encroachment  of  sea  water  and  subsequent  loss 
of  waterfowl  food  plants  upon  which  migrating  and  wintering  waterfowl  are 
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dependent.  This  remedial  work  will  include  the  replacement  of  1.2  miles  of  the 
dune  system,  and  reshaping  and  revegetating  an  additional  13  miles  of  dune. 

Replacing  1.2  miles  and  repairs  to  13,  miles  of  dune $180,  000 

Willa'pa  National  Wildlife  Refuge,  Wash.,  $10,000. — This  important  wintering 
area  for  black  brant,  Canada  geese  and  ducks  suffered  flood  damage  to  the  newly 
constructed  access  road  on  Long  Island.  This  road  is  necessary  to  carry  on 
timber  sales  which  bring  in  refuge  revenue,  law  enforcement.  Are  protection,  and 
general  administration  of  the  refuge.  Operations  would  be  brought  to  a complete 
standstill  if  this  road  is  not  usable. 

Repairs  to  road $10,000 

Now,  Mr.  Tunison,  do  you  have  a statement? 


General  Statement 


Mr.  Tunison.  I have  a statement,  Mr.  Chairman.  If  you  are 
willing,  I will  be  glad  to  insert  it  in  the  record. 

Mr.  Denton.  Very  well. 

(The  statement  follows:) 

Mr.  Chairman  and  members  of  the  committee,  thank  you  for  the  opportunity 
to  discuss  our  supplemental  budget  estimate  of  $1,200,000  for  the  1965  “Construc- 
tion” appropriation. 

This  estimate  is  needed  to  recover  from  the  damage  caused  by  the  hurricanes 
of  the  latter  part  of  last  year  and  the  severe  floods  in  the  Pacific  Northwest  in 
December  and  January.  Also  included  is  $100,000  for  earthquake  damage  to 
an  airplane  hangar  in  Alaska.  This  amount  was  omitted  from  our  earlier  1965 
supplemental  appropriation  estimate  because  of  the  possibility  that  the  facility 
would  be  transferred  to  the  State.  The  hangar  will  be  retained  in  Federal 
ownership  and  must  now  be  restored. 

The  estimate  covers  damage  at  20  wildlife  refuges.  Facilities  needing  repair 
include  dikes,  levees,  water  control  structures,  fences,  roads,  bridges,  buildings, 
and  croplands.  These  repairs  are  essential  to  permit  resumption  of  normal 
operations  and  avoid  further  damage  and  increased  costs  from  further  rainfall. 
Each  refuge  has  an  important  function  in  providing  essential  habitat  for  nesting, 
feeding,  and  wintering  of  migratory  waterfowl.  The  damaged  facilities  must 
be  restored  promptly  for  the  fall  migrant  and  wintering  populations  of  birds. 

Except  for  emergency  work,  funds  are  not  available  to  the  Bureau  to  repair 
the  damages.  The  amounts  requested  are  the  minimum  needed  for  an  adequate 
job. 

Mr.  Denton.  Please  highlight  the  major  items  covered  by  this 
estimate. 


MAJOR  ITEMS  IN  ESTIMATE 


Mr.  Tunison.  Major  highlights  in  this  estimate,  Mr.  Chairman, 
cover  the  damage  done  to  the  Alaska  airport  facility  of  ours  at  Anchor- 
age, the  Northwest  flood  damage  of  last  December  and  January  and 
the  four  hurricane  damages  that  are  confined  more  or  less  to  the 
southern  and  southeastern  area. 

Mr.  Denton.  Is  there  anything  in  this  estimate  that  provides  for 
other  than  the  repair  or  replacement  in  kind  of  facilities  damaged  by 
the  earthquake,  the  hurricanes,  or  the  floods? 

Mr.  Tunison.  No,  sir,  Mr.  Chairman. 


ANCHORAGE  HANGAR 

Mr.  Denton.  You  spoke  about  $100,000  being  for  hangar  and 
equipment  damaged  at  Anchorage,  Alaska,  by  the  earthquake. 
What  is  the  status  of  the  proposed  transfer  of  this  property  to  Alaska 
under  the  Alaska  Omnibus  Act? 
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Mr.  Tunison.  That  decision  was  made  last  October,  Mr.  Chairman, 
.and  we  will  retain  the  hangar. 

I think  there  is  1.9  acres  of  the  property  that  have  been  transferred 
to  the  State,  but  it  will  not  affect  the  operation  of  the  hano’ar. 

^ Mr.  Denton.  What  has  the  staff  been  using  for  facilities  since 
the  earthquake? 

Mr.  Tunison.  They  have  tried  to  use  some  of  those  same  facilities, 
sir.  They  are  in  a deplorable  condition. 


WORK  ALREADY  ACCOMPLISHED 

Mr.  Denton.  To  what  extent  has  repair  work  contemplated  in  this 
estimate  of  $1,200,000  already  been  accomplished  within  available 
funds? 

Mr.  Tunison.  We  have  taken  care  of  the  emergency  repairs — I 
forget  the  figure — that  we  have  absorbed. 

We  do  not  have  funds  to  cover  these  expenses  shown  in  our  justi- 
fications. 


Tuesday,  March  23,  1965. 
The  Alaska  Railroad 


WITNESSES 

JOHN  E.  MANLEY,  GENERAL  MANAGER 

EDWIN  M.  FITCH,  ASSISTANT  TO  THE  GENERAL  MANAGER 
SIDNEY  D.  LARSON,  DIRECTOR  OF  BUDGET,  DEPARTMENT  OF  THE 
INTERIOR 

Revolving  Fund 


object  classification 


[In  thousands  of  doUars] 


1965 

presently 

available 

1965  revised 
estimate 

Increase 

Personnel  compensation: 

11. 1 Permanent  positions 

8,289 
1, 305 
1,250 

8,289 
1,305 
1, 250 

11. 3 Positions  other  than  permanent  _ - 

11.  5 Other  personnel  compensation.. 

Total  personnel  compensation 

10,844 

850 

10, 844 
850 

12. 0 Personnel  benefits 

13. 0 Benefits  for  former  personnel 

21. 0 Travel  and  transportation  of  persons 

125 
375 
850 
15 
3, 120 
7,100 
3, 125 
4,  554 
1,408 

125 
375 
850 
15 
3, 120 
8,  400 
3, 125 
4, 554 
1, 408 

22. 0 Transportation  of  things 

23. 0 Rent,  communications,  and  utilities ... 

24. 0 Printing  and  reproduction 

25. 1 Other  services 

25. 2 Services  of  other  agencies  • 

1, 300 

26. 0 Supplies  and  materials 

31.0  E quipment 

32. 0 Lands  and  structures 

33. 0 Investments  and  loans 

41. 0 Grants,  subsidies,  and  contributions..  

42. 0 Insurance  claims  and  indemnities 

80 

80 

43. 0 Interest  and  dividends 

95. 0 Quarters  and  subsistence  charges  (— ) 

-40 

-40 

44.0  Refunds 

Total  costs,  funded . _ . 

32,406 

28 

-1, 139 

33,  706 
28 

-1, 139 

1,300 

Adjustments  in  selected  resources  

94. 0 Change  in  selected  resources 

99. 0 Total  obligations 

31, 295 

32, 595 

1,300 

Corps  of  Engineers. 
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Personnel  summary 


1965 

presently 

available 

1965  revised 
estimate 

1 Increase 

Total  number  of  permanent  positions .. 

1, 000 
163 
1,113 
$8,714  1 

1,000 

163 

; 1, 113 

$8, 714 

Full-time  equivalent,  other  positions 

Average  number  of  all  employees 

Average  salary  of  ungraded  positions 

Program  and  financing 

[In  thousands  of  dollars] 


1963  actual 

! 1964  estimate 

1 

1966  estimate 

Program  by  activities: 

Operating  and  other  costs,  funded; 

1.  Rail  line  operation  program; 

(a)  Maintenance  of  way  and  structures 

1,919 

2,770 

1 

1,809 
3, 222 
150 

1,612 

3,213 

(5)  Maintenance  of  equipment . 

(c)  'Traffic . . . . 

147 

260 

id)  Transportation  service 

5, 914 

6, 238 

6,  242 
244 

(e)  Communications  system  operations  and  main- 
tenance   - ...  . ..  -. 

242 

259 

(j)  Incidental  operations.  ..  ... ...  ... 

436 

328 

363 

ig)  General  and  administrative  expenses  ..  ...  .. 

796 

801 

759 

2.  Other  Programs: 

(a)  River  boats  and  related  facilities  leased 

26 

20 

20 

ib)  Other  nonoperating  expense  . . 

28 

25 

25 

3.  Disaster  recovery  program: 

(a)  Restoration  of  roadbed,  track,  and  structures 

2,515 

3, 777 

4.  Other  costs: 

(a)  Adjustment  of  prior  years’ costs.  . _ 

37 

68 

30 

ib)  Other  applied  costs  .... 

37 

2 

■(c)  Undistributed  costs . .. 

-53 

-12 

80 

Total  operating  and  other  costs 

12,298 

15, 425 

16, 515 

Revenue,  expense,  and  retained  earnings 

[In  thousands  of  dollars] 


Rail  line  operation  program: 

Revenue 

Expense; 

Ordinary. 

Disaster  related 


Net  operating  income,  rail  line  operation. 
Other  programs: 

Revenue 

Expense: 

Ordinary 

Disaster  related 


Net  nonoperating  income,  other  programs. 


Nonoperating  income  or  loss  (— ): 
Inventory  adjustments— fixed  properties. 

Loss  on  excess  current  inventories 

Adjustment  of  prior  years’  revenue 

Adjustment  of  prior  years’  expense 


Net  nonoperating  loss  (— ). 


Net  income  for  the  year 

.Analysis  of  retained  earnings: 
Retained  earnings,  start  of  year. 


Retained  earnings,  end  of  year. 


1963  actual  i 1964  estimate 


14,671  I 
14,452  ; 


119  i 


323  I 
167  : 


16' 


rl- 


-37 

-m’ 


-34 


251 

837 


1,088 


1965  estimate 


14,986 

14,515  i 
515 


300 


147 

1 


152 


-150 


-42 

1,088 


1,046 


13, 702 
14,344 


-1, 051 


147 

151 


-30 


-930 

1,046 


116 
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Program  and  'planning 


[In  thousands  of  dollars] 


1963 

actual 

1964 

estimate 

1965 

estimate 

Capital  outlay: 

1.  Rail  line  annual  program; 

(a)  Acquisition  of  land  and  structures  

21 

925 

1,095 

(6)  Improvement  of  roadbed,  track  and  structures. .. 

(c)  Purchase  and  upgrading  of  equipment 

'Monprogramed  outlay 

1,062 

416 

395 

1,259 

.500 

150 

3, 037 
2,845 

2.  Other  programs:  Purchase  of  equipment 

105 

515 

524 

3.  Disaster  recovery  program; 

(a)  Restoration  of  structures  and  facilities 

{h)  Purchase  and  restoration  of  equipment 

tri  Allocation  to  Corps  of  Engineers 

Reconstruction  of  Seward  Dock 

8,400 

105 

Purchase  of  land 

Total  capital  outlay 

1, 950 

2, 622 

17, 191 

Total  program  costs,  funded  . 

14, 248 
-607 
99 

18,  047 
3, 345 
-6 

33,706 
-1, 139 
28 

Change  in  selected  resources  ‘ 

Adjustment  in  selected  resources  2 

10  Total  obligations 

13,740 

21, 386 

32,  595 

Program  and  financing 

[In  thousands  of  dollars] 


1963 

actual 

1964 

estimate 

1965 

estimate 

14 

Financing; 

Receipts  and  reimbursements  from: 

Non-Federal  sources: 

Rail  line  operation  program: 

Freight  revenues  ( — ) 

-11,691 

-382 

-12,678 

-368 

-11,829 

-380 

14 

Passenger  revenue  ( — ) 

14 

Other  rail  line  reveujie  ( — ) . 

-2,498 

-74 

-1,945 

-60 

-1,493 

-60 

14 

Other  programs 

River  boats  and  related  facilities  ( — ) 

14 

Other  nonoperating  revenue  ( — 1 

-248 

-240 

-238 

14 

Prior  vears’ adju.stment  of  revenue  . _ . 

9 

R ei  m bu  r sem  en  ts 

-13 

14 

Proceeds  from  sale  of  fixed  assets  ( — 1 

—31 

—34 

14 

21 

Collection  of  long-term  accounts  receivable  (— ) — 
Unobligated  balance  available  start  of  year 

-94 
-7, 270 
8, 551 

-60 

-8,551 

22,535 

-54 

-22,535 

5,295 

24 

Unobligated  balance  available  end  of  year 

40 

New  obligational  authority  (appropriation) 

20,000 

1,300 

10 

Relation  of  obligations  to  expenditures: 
Total  obligations 

13, 740 
15,  031 

21,386 

-15,370 

32, 595 
-14,054 

70 

Receipts  (line  14) 

71 

Obligations  affecting  exnenditures 

—1,291 

6,015 

649 

18,  541 
4,866 
—4,096 

72  Obligated  balance,  start  of  year: 

72.98  Fund  ba,1anc.e 

998 

74  Obligated  balance,  end  of  year: 

74.98  Fund  balance  f — . 

-649 

-4,856 

90 

Expenditures 

-942 

1,809 

19,300 

93 

Cash  transactions: 

Gross  expenditures . . 

13,656 
14, 598 

16,781 

14,972 

33, 564 
14,264 

94 

Applicable  receipts  _ _ _ . . 

1 Balances  of  selected  resources  are  identified  in  the  statement  of  financial  condition. 

2 Detail  is  shown  on  schedule  of  selected  supporting  data. 
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Rebuilding  of  Seward  Dock  Facilities 

Mr.  Denton.  $1,300,000  is  requested  to  finance  the  additional  cost 
of  rebuilding  the  Seward  dock  facilities  of  the  Alaska  Railroad 
destroyed  by  the  earthquake.  We  shall  insert  the  item  from  House 
Document  111  and  the  justification  in  the  record. 

(The  matter  referred  to  follows:) 

“payment  to  the  ALASKA  RAILROAD  REVOLVING  FUND 

“For  payment  to  the  Alaska  Railroad  revolving  fund  for  authorized  work  of  the 
Alaska  Railroad,  including  repair,  reconstruction,  rehabilitation,  or  replacement  of 
facilities,  and  equipment,  damaged  or  destroyed  as  a result  of  the  Alaska  earthquake, 
to  remain  available  until  expended,  $1,300,000,  which  may  be  made  available  to  the 
Corps  of  Engineers  for  reconstruction  of  the  Seward  dock  facilities^ 

Alaska  Railroad  Revolving  Fi^nd 


Request $1,  300,  000 

Employment : 

Average  number,  current  appropriation 1,  113 

Actual  employment,  Jan.  31,  1965 1,  OOT 


PURPOSE  AND  NEED  FOR  SUPPLEMENTAL  FUNDS 

An  amount  of  $1,300,000  is  requested  to  rebuild  and  rehabilitate  Seward  dock 
facilities  of  The  Alaska  Railroad  which  were  destroyed  or  damaged  by  the  earth- 
quake which  struck  Alaska  on  March  27,  1964. 

Financial  condition 


[In  thousands  of  dollars] 


1963  actual 

1964  actual 

1965  estimate 

Assets: 

Treasury  balance 

9, 200 
1,976 

2,914 
29 
1, 190 
277 

27, 391 
2, 374 

2, 796 
28 
1, 130 
273 

2,  515 
7, 774 
39 

102, 158 

9,391 
2, 164 

3, 100 

Accounts  receivable,  net 

Selected  assets:  i 

Supplies  and  materials  

Prepaid  expenses  and  other  current  assets.  

Long-term  accounts  receivable 

1, 076 
241 

3, 777 

Clearing  accounts  and  undistributed  charges 

Other  undistributed  charges: 
■Disaste.r  restoration  costs 

Disaster  losses,  fixed  properties 

Other  deferred  assets 

109, 817 

39 

117, 180 

Fixed  assets,  net 

Total  assets 

125, 458 

146, 478 

136, 968 

Liabilities:  Current.  

1,914 

3,055 

3,  500 

Government  equity: 

Non-interest-bearing  capital: 

Start  of  year  

122, 410 

122, 455 
20, 000 
-79 

142,377 
1,300 
420 
-8, 412 

Appropriation  . ..... 

Donated  assets,  net 

45 

Writeoff  disaster  losses,  depreciable  fixed  properties 

Writeoff  disaster  losses,  nondepreciable  fixed  proper- 
ties   ...  

Writeoff  disaster  restoration  costs 

-2,333 

End  of  year 

122, 455 
1,088 

142,377 

1,046 

133, 352 
116 

Retained  earnings 

Total  Government  equity  . . 

123,543 

143,423 

133, 468 
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Analysis  of  Government  equity 


[In  thousands  of  dollars] 


1963  actual 

1964  actual 

1964  estimate 

Unpaid  undelivered  orders 

711 
8, 551 
114, 282 

4,176 
22,535 
116,  712 

2,760 
5,  295 
125,413 

Unobligated  balance  _ - 

Invested  capital  and  earnings 

Total  Government  equity 

123,  543 

143, 423 

133,468 

PAYMENT  TO  ALASKA  RAILROAD  REVOLVING  FUND 

A supplemental  appropriation  in  the  amount  of  $1.3  million  is  required  during- 
fiscal  year  1965  to  provide  for  completion  of  the  Seward  dock  facilities  by  the 
Corps  of  Engineers. 

As  a part  of  the  Office  of  Emergency  Planning’s  coordination  responsibility 
relative  to  the  Alaska  earthquake  disaster,  much  of  the  restoration  work  was 
assigned  to  the  Corps  of  Engineers.  At  Seward  the  corps  had  been  assigned 
other  rehabilitation  responsibilities  such  as  the  municipal  small  boat  basin  and 
fishing  dock.  Because  of  its  unique  ability  for  performing  the  cargo  dock  job,, 
the  corps  was  designated  to  act  as  the  construction  agent  for  the  Alaska  Railroad 
under  the  Alaska  Railroad’s  enabling  legislation  (48  U.S.C.  301).  Accordingly,, 
the  corps  has  undertaken  the  design  and  construction  of  the  minimal  port  facilities, 
warehouse  space,  yards,  and  track  connection  up  to  the  high  water  mark  of  the 
tidal  wave. 

In  fiscal  year  1964  a supplemental  appropriation  request  was  submitted  to  the- 
Congress  which  included  funds  for  the  Corps  of  Engineers’  dock  restoration  respon- 
sibilities : 


Alaska  Railroad  facilities $19,  195,  000 

Seward  dock 7,  800,  000 

Total 26,  995,  000 

Less  cost  absorption 1,  795,  000 

Supplemental  request 25,  200,  000 


As  a result  of  congressional  review,  an  appropriation  of  $20  million  was  included 
in  the  Deficiency  Appropriation  Act,  1964  (Public  Law  88-317).  The  $5  million 
reduction  was  based  on  the  congressional  opinion  that  the  task  was  of  such 
magnitude  that  it  could  not  be  accomplished  in  one  construction  year.  The 
legislative  history  was  clear  and  specific  in  that  the  amount  appropriated  was 
‘‘without  prejudice”  to  a later  request.  Accordingly,  the  budget  request  for 
fiscal  year  1966  includes  an  additional  $3  million  for  continuation  of  the  restoration 
work. 

However,  two  significant  things  have  happened  subsequent  to  the  budget 
submission  that  make  it  necessary  to  request  additional  funds  for  completion  of 
the  Seward  dock  facilities: 

1.  The  $20  million  supplemental  appropriation  included  $7.8  million  for  transfer 
to  the  Corps  of  Engineers  for  construction  of  the  Seward  facilities.  On  August 
25,  1964,  the  corps  advised  that  it  was  not  feasible  to  rebuild  the  dock  at  the 
former  proposed  location  due  to  the  unstable  area  of  the  waterfront.  This  forced 
the  corps  to  go  to  a pier-type  structure  at  the  head  of  the  bay  which  resulted  in 
increased  costs  then  estimated  to  be  $1,794,893  for  a new  total  of  $9,594,893.  As 
a result  of  savings  on  other  segments  of  the  Alaska  Railroad  restoration  work,  it 
was  determined  that  the  additional  cost  could  be  absorbed  within  the  original 
total  earthquake  damage  estimate  of  $26,995,000,  so  congressional  approval  was 
obtained  to  reprogram  the  additional  $1,794,893  to  the  corps  for  the  dock  facilities. 

On  February  26,  1965,  the  district  engineer  of  the  Corps  of  Engineers  advised 
the  Manager  of  the  Alaska  Railroad  that  an  additional  $1.3  million  would  be 
required  to  complete  the  work  presently  underway.  This  added  cost  is  made  up 
of  three  parts: 

(a)  Channel  dredging,  $1  million. 

(1)  Additional  channel  dredging  has  become  necessary  as  a result  of  factors 
such  as  loss  of  dredged  fill  from  winter  storms  and  interference  with  a normal 
dredging  schedule  caused  by  storms.  The  current  estimate  is  that  1,800,000 
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yards  must  be  dredged.  This  is  an  increase  of  300,000  yards  over  the  original 
estimate  (300,000  yards,  at  $1,  equals  $300,000). 

(2)  Dredging  costs  initially  were  estimated  at  $0.50  per  yard.  As  a result 
of  unanticipated  difficulty  in  pumping  of  material  due  to  the  large  percentage  of 
flat,  angular  particles  with  an  absence  of  sand,  the  cost  of  dredging  material  to 
date  has  averaged  $0.75  per  yard.  The  dredging  to  date  has  been  done  over 
short  pumping  lengths  while  the  work  remaining  will  involve  substantially 
increased  pumping  lengths,  so  the  corps  now  estimates  that  the  average  cost  will 
be  approximately  $1  per  yard  instead  of  the  originally  estimated  $0.50  per  yard. 


Original  estimate,  1,500,000  yards,  at  $0.50,  equals $750,  000 

Revised  estimate,  1,800,000  yards,  at  $1,  equals 1,  800,  000 

Total  increase 1,  050,  000 


(6)  Contingency  allowance^  $200,000 

The  corps  experience  on  similar  dock  construction  is  that  a 5-percent  contin- 
gency is  necessary,  especially  where  previous  pile-driving  records  are  either 
scanty  in  content  or  nonexistent.  Furthermore,  final  drawings  were  not  available 
at  the  time  contract  negotiations  were  completed.  This  necessitated  injection 
of  these  drawings  into  the  contract  by  change  order  action  after  award.  Con- 
tingency funds  were  required  to  finance  the  design  changes  incorporated  in  the 
final  drawings.  The  $200,000  requested  by  the  corps  represents  3 percent  of  the 
total  contract  amount. 

(c)  Pile-driving  tests,  $100,000. 

The  corps  advises  that  the  cost  of  pile-driving  tests  was  not  included  in  the 
original  estimate  for  restoration  of  the  railroad  terminal  facilities  as  it  was  carried 
under  the  corps’  general  investigations  program  at  Seward  under  Public  Law 
875.  The  corps’  reexamination  of  its  work  at  Seward  has  resulted  in  its  decision 
that  this  work  is  necessary  expressly  for  proving  the  adequacy  of  the  foundation 
structure  supporting  the  dock.  As  such,  it  is  their  determination  that  the  work 
should  be  charged  against  the  funds  provided  for  restoration  of  the  terminal  facili- 
ties rather  than  the  corps’  general  investigative  program. 

2.  The  Alaska  Railroad  revenues  currently  are  running  far  below  the  $1 5-mil- 
lion forecast  for  fiscal  year  1965  in  the  budget  estimates  now  before  the  Congress. 
A review  of  operating  statistics  as  of  January  31,  1965,  indicates  that  fiscal  year 
1965  revenues  will  be  less  than  $14  million,  a reduction  of  at  least  $1  million  below 
the  budget  estimate.  This  will  have  an  immediate  effect  on  the  financial  condi- 
tion of  the  railroad.  In  addition,  if  the  revenue  should  not  increase  to  $15  million 
for  fiscal  year  1966,  there  will  be  an  additional  $1  million  adverse  financial  impact. 

In  view  of  these  factors,  it  is  impossible  to  provide  for  these  additional  costs 
within  the  funds  currently  available  or  within  the  program  proposed  for  fiscal 
year  1966.  The  contract  already  has  been  awarded  for  the  dock  construction  and 
the  dredging  is  in  progress.  It  is  anticipated  that  the  dredging  probably  will  be 
completed  by  June  30,  1965  so  the  additional  funds  must  be  provided  as  a fiscal 
year  1965  supplemental  appropriation.  Since  the  dock  facilities  are  designed  as 
the  minimum  required  to  efficiently  operate  this  terminal,  it  would  not  be  possible 
to  further  modify  the  present  design  or  to  reduce  the  amount  of  dredging  for 
access  to  these  facilities.  Failure  to  provide  these  additional  funds  would  pre- 
vent completion  of  these  facilities  as  now  designed.  Any  such  delay  would  result 
in  additional  costs  as  well  as  further  revenue  loss  pending  the  reopening  of  these 
port  facilities. 

Mr.  Denton.  Next  is  Alaska  Railroad  Revolving  Fund. 

Do  you  have  a statement? 

General  Statement 

Mr.  Manley.  Mr.  Chairman,  I have  a formal  statement  and  I 
would  like  to  insert  it  in  the  record,  if  you  wish. 

Mr.  Denton.  Very  well. 

(The  statement  follows:) 

In  presenting  our  budget  requests  for  fiscal  year  1966,  we  described  for  the 
Congress  the  enormous  damage  to  Alaska  Railroad  track,  roadway,  buildings,  and 
equipment  resulting  from  the  great  earthquake  of  March  27,  1964.  We  appraised 
the  overall  loss  to  the  railroad  at  approximately  $27  million. 
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in  1964  the  Congress  appropriated  $20  million  to  the  railroad  to  cover  most  of 
the  rehabilitation  work  necessary.  For  fiscal  year  1966  we  have  requested  an 
additional  $3  million  to  continue  the  task  of  reconstruction. 

When  the  $20  million  was  appropriated  to  the  railroad  for  earthquake  repair, 
the  U.S.  Corps  of  Engineers  was  assigned  the  work  of  building  at  Seward  a new 
Alaska  Railroad  dock  together  with  new  yards  and  related  facilities.  The  initial 
amount  appropriated  to  the  railroad  for  expenditure  by  the  Corps  of  Engineers 
for  these  Seward  facilities  was  $7,800,000.  This  sum,  however,  was  based  on 
estimates  for  building  a marginal  dock  at  a location  formerly  used  by  the  railroad 
for  a minor  dock  structure. 

Further  investigation  showed  that  the  area  at  the  point  selected  was  so  un- 
stable because  of  underwater  landslides  resulting  from  the  earthquake  that  the 
location  had  to  be  abandoned.  New  plans  for  a new  dock  at  the  head  of  the  bay 
increased  costs  over  the  original  $7,800,000  allocated  by  the  Congress  to  nearly 
$9,600,000.  As  a result  of  savings  on  other  segments  of  the  Alaska  Railroad’s 
rehabilitation  program,  it  was  determined  that  this  additional  cost  could  be 
absorbed  within  the  original  earthquake  damage  estimate  of  $27  million.  When 
representations  to  this  effect  were  made  to  the  Congress,  approval  was  obtained 
for  an  allocation  of  an  additional  $1,794,893  for  expenditure  by  the  U.S.  Corps  of 
Engineers  in  constructing  the  Seward  dock,  but  without  adding  to  the  original 
appropriation  request. 

It  was  hoped,  of  course,  that  this  would  be  the  final  word  on  U.S.  Corps  of 
of  Engineers  costs  at  Seward.  This  has  not  proved,  however,  to  be  the  case. 

On  February  26,  1965,  the  district  engineer,  in  charge  at  Anchorage  for  the  Corps 
of  Engineers,  advised  the  general  manager  of  the  Alaska  Railroad  that  an  addi- 
tional $1,300,000  would  be  required  to  complete  the  work.  Most  of  this  amount 
was  occasioned  by  unanticipated  dredging  costs.  The  amount  to  be  dredged  has 
increased  300,000  cubic  yards  over  the  original  estimate.  Furthermore,  because 
of  the  nature  of  the  material  being  dredged  and  the  long  pumping  lengths  required, 
the  average  cost  of  dredging  is  now  estimated  at  $1  per  yard,  whereas  the  original 
estimate  amounted  to  50  cents  per  yard.  This  means  an  increase  in  the  total 
cost  for  dredging  at  Seward  of  approximately  $1  million. 

The  Corps  of  Engineers  now  advises  that  an  increase  in  the  contingency  allow- 
ance of  $200,000  is  necessary.  Furthermore,  the  corps  has  determined  that  pile- 
driving tests,  costing  $100,000,  are  of  benefit  only  to  the  railroad  and  must  therefore 
be  charged  against  the  funds  for  restoring  Alaska  Railroad  facilities  at  Seward 
rather  than  against  the  corps  general  investigations  program  at  Seward. 

This  increase  in  estimated  costs  at  Seward,  totaling  $1,300,000,  brings  a financial 
problem  to  the  railroad,  which  cannot  be  resolved  without  further  appropriations 
from  the  Congress.  The  work  of  constructing  the  new  dock  and  dredging  in  the 
dock  area  is  already  well  underway.  It  is  anticipated  that  the  dredging  should  be 
completed  by  June  30,  1965.  However,  the  Corps  of  Engineers  will  run  out  of 
funds  long  before  the  end  of  the  fiscal  year  unless  additional  money  is  provided 
through  supplemental  appropriation. 

The  impelling  necessity  for  reducing  the  cost  of  earthquake  restoration  work  at 
Seward  has  already  resulted  in  the  design  of  dock,  warehouse,  and  yard  facilities 
on  a minimum  basis  for  the  efficient  operation  of  the  Seward  terminal.  No 
further  reduction  is  possible  without  serious  impairment  to  this  efficiency. 

Finally,  we  must  point  out  that  current  Alaska  Railroad  revenues  are  running 
far  below  the  $15  million  gross  revenue  for  fiscal  year  1965  forecast  in  the  budget 
estimates  now  before  the  Congress.  On  the  basis  of  revenue  data  for  nearly 
three-quarters  of  the  current  fiscal  year,  it  is  now  estimated  that  gross  revenues  for 
fiscal  1965  will  fall  at  least  $1  million  below  the  original  estimate.  This  decline 
in  revenues  provides  added  emphasis  to  the  Alaska  Railroad’s  inability  to  absorb 
the  increase  in  costs  which  the  U.S.  Corps  of  Engineers  estimates  to  be  necessary 
in  order  to  complete  the  new  Seward  dock. 

CAUSE  OF  CORPS  OF  ENGINEERS  COST  OVERRUN 

Mr.  Denton.  Please  explain  what  has  caused  this  additional 
request  because  of  an  overrun  by  the  Corps  of  Engineers. 

Mr.  Manley.  Mr.  Chairman,  this  request  is  made  necessary 
because  the  Corps  of  Engineers  has  advised  their  construction  costs 
for  the  new  Seward  dock  will  exceed  the  moneys  available  to  them  by 
$1,300,000  and  that  this  overrun  is  occasioned  by  three  basic  factors: 
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One/the  dredging  costs  will  run  approximately  $1  million  oVer  them 
original  estimates;  two,  that  their  contingency ^ reserve  must  be  in- 
creased by  approximately  $200,000;  and  three,  certain  subsoif  explora- 
tion,  which  was  originally  thought  to  be  within  the  purview  of  Public 
Law  875,  has  been  found  to  be  solely  for  the  account  of  the  Alaska 
Railroad. 

' Mr.  Denton.  You  discussed  this  when  the  regular  appropriation 
for  1966  was  heard,  did  you  not? 

Mr.  Manlet.  Yes,  sir,  in  fact,  I received  word  of  the  expected 
overrun  just  before  I appeared  before  your  committee,  February  26, 
,1965. 

. ACCUKACY  OF  COST  ESTIMATES  ' 

Mr.  Denton.  What  assurance  do  we  have  that  you  now  have  a final, 
accurate  cost  estimate  for  the  completion  o£  these  dock  facilities? 

Mr., Manley.  Mr.  Chairman,  the  only  assurance  I can  give  you  is 
as  follows:  After  appearing  before  this  committee  last  time  and  on 
returning  to  Alaska,  I advised  the  district  engineer  that  this  was  it; 
any  further  oveiTuns,  quite  frankly,  I said,  had  to  come  out  of  their 
A.  & E.  funds.  We  could  not  come  back  to  this  committee  again  for  it. 

NECESSITY  OF  SUPPLEMENTAL  APPROPRIATION 

Mr.  Denton.  Why  could  this  additional  amount  not  be  met  by 
reprograming  of  the  current  funds  available  to  the  Alaska  Railroad 
for  its  plant  and  equipment  program,  including  the  budgeted  program 
"for  1966? 

I believe  I recall  that  this  included  such  things  as  purchase  of  ,an 
automatic  data  processing  machine. 

Mr.  Manley.  Yes,  sir.  There  were  some  rather  searching  questions 
on  that. 

But,  Mr.  Chairman,  I would  like  to  state  that,  when  our  fiscal  1966 
budget  was  programed,  early  in  fiscal  year  1965,  it  was  programed  on 
the  basis  of  revenues  that  were  approximately  $15  million  per  year. 
Since  that  time,  it  is  evident  that  our  revenues  for  fiscal  1965  will  fall 
short  of  $15  million  by  roughly  $1  million.  It  is  evident  that  the  same 
occurrence  is  going  to  happen  in  1966. 

To  us,  it  is  obvious  that  even  though  this  recent  request  from  the 
Corps  of  Engineers  is  met  by  an  appropriation  from  Congress,  it  is 
going  to  be  necessary  for  the  railroad  to  drastically  curtail  certain 
phases  of  our  requested  and/or  approved  capital  improvement  pro- 
gram and  even  certain  phases  of  our  earthquake  repair  program, 
which  are  presently  scheduled  for  funding  from  Alaska  Railroad 
revenues. 

Mr.  Denton.  Questions?  -io  ni 

(No  reply.) 

Mr.  Denton.  Well,  thank  you  very  much,  gentlemen. 

Pay  Increase  Costs  for  Interior  Department 

We  shall  insert  in  the  record  the  summary  of  pay  increase  costs  for 
the  Department  of  the  Interior. 

(The  statement  follows :) 
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Department  of  the  Interior — Exclusive  of  the  Bureau  of  Reclamation 
AND  Power  Marketing  Agencies 

FISCAL  YEAR  1965  PAY  COST  SUPPLEMENTAL  REQUEST 

The  Federal  Employees  Salary  Aet  of  1&64  (Publie  Law  88-426)  increased  the 
compensation  schedule  for  general  schedule,  executive  schedule,  and  other  Federal 
employees.  Since  these  increases  were  generally  effective  as  of  July  5,  1964,  they 
were  in  effect  for  all  but  4 days  of  the  fiscal  year.  On  the  average,  the  pay  increase 
amounted  to  approximately  4.3  percent  for  classified  employees. 

Section  125  of  the  act  provided  that  the  cost  of  not  less  than  10  percent  of  the 
aggregate  amount  of  the  increases  in  compensation  provided  for  Classification 
Act  employees  should  be  absorbed.  Accordingly,  all  fiscal  year  1965  programs 
for  the  Department  of  the  Interior  were  reviewed  to  ascertain  the  maximum 
amount  of  pay  cost  that  could  be  absorbed  without  jeopardizing  accomplishment 
of  essential  programs  and  services. 

The  total  fiscal  year  1965  increased  pay  costs  for  those  bureaus  and  offices 
included  in  the  Department  of  the  Interior  and  Related  Agencies  Appropriation 
Act  is  estimated  to  be  $14,137,226.  Of  this  total,  $5,046,726  is  being  absorbed 
within  available  funds.  This  represents  an  absorption  of  36  percent  of  the  total 
cost.  This  absorption  reduces  the  requirement  for  additional  appropriations  to 
$9,090,500.  This  represents  over  3}i  times  the  amount  of  absorption  required 
by  the  act. 

Pay  costs  are  being  absorbed  100  percent  in  construction  funds,  permanent 
appropriations,  and  trust  funds.  The  absorption  in  operating  appropriations 
amounts  to  27  percent  with  $3,392,820  out  of  a total  of  $12,483,320  being  absorbed. 

The  budget  estimate  for  additional  appropriations  to  cover  that  portion  of  the 
pay  cost  that  cannot  be  absorbed  within  the  currently  available  funds  has  been 
submitted  in  two  documents: 

(1)  House  Document  80. — This  includes  $2,106,000  of  pay  costs  in  addition  to 
the  firefighting  supplemental  appropriation  requests  for  the  Bureau  of  Land 
Management,  Bureau  of  Indian  Affairs,  and  the  National  Park  Service. 

(2)  House  Document  98. — This  includes  $6,984,500  which  is  the  remainder  of 
the  funds  required.  The  general  provisions  on  page  14  provide  for  increasing 
the  restrictions  or  authorizations  contained  within  present  appropriations  to  the 
extent  necessary  for  the  increased  pay  cost  included  in  the  supplemental  estimate 
and  also  for  the  $83,860  of  absorption  that  is  contingent  upon  such  congressional 
approval. 
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Tuesday,  February  23,  1965. 
DEPARTMENT  OF  AGRICULTURE 
Forest  Service 

Forest  Protection  and  Utilization 

WITNESSES 

E.  P.  CLIFF,  CHIEF,  FOREST  SERVICE 

C.  W.  HENDEE,  DEPUTY  CHIEF,  FOREST  SERVICE 

M.  M.  NELSON,  DEPUTY  CHIEF,  FOREST  SERVICE 


Object  classification 


[In  thousands  of  doUars] 


1965 

presently 

available 

1965 

revised 

estimate 

1965 

increase 

FOREST  SERVICE 

Personnel  compensation: 

11. 1 Permanent  positions 

90, 687 

94, 061 

3,374 

11. 3 Positions  other  than  permanent 

23. 539 

25,816 

2,277 

9 

9 

11. 5 Other  personnel  compensation 

3,073 

7,173 

4, 100 

Total  personnel  compensation.  

117,308 

127,059 

9, 751 

12. 0 Personnel  benefits  . _ 

8, 605 

9, 023 

418 

21. 0 Travel  and  transportation  of  persons..  . 

5, 992 

6, 568 

576 

22. 0 Transportation  of  things 

6,350 

7, 654 

1,304 

23. 0 Rent,  communications,  and  utilities  

2,842 

2,977 

135 

24.0  Printing  and  reproduction ....  ... 

1,452 

1,455 

3 

25. 1 Other  services . 

13,175 

17, 281 

4, 106 

25.2  Services  of  other  agencies 

3,  515 

3,707 

192 

26. 0 Supplies  and  materials 

11, 272 

12, 654 

1,382 

31.0  Equipment.  . . 

5,  651 

5, 718 

67 

32. 0 Lands  and  structures . 

6,156 

6,156 

41. 0 Grants,  subsidies,  and  contributions.  

16, 006 

16, 006 

42. 0 Insurance  claims  and  indemnities . 

30 

33 

3 

Subtotal 

198, 354 

216, 291 

17, 937 

95. 0 Quarters  and  subsistence^  charges 

—1,382 

—1,416 

-34 

Total  obligations.  Forest  Service 

196, 972 

214, 875 

17, 903 

ALLOTMENT  ACCOUNTS 

Personnel  compensation: 

11.1  Permanent  positions 

180 

186 

6 

11. 3 Positions  other  than  permanent 

378 

392 

14 

11. 5 Other  personnel  compensation 

14 

14 

Total  personnel  compensation 

572 

592 

20 

12. 0 Personnel  benefits 

31 

32 

1 

21.0  Travel  and  transportation  of  persons 

47 

47 

22. 0 Transportation  of  things 

13 

13 

2.3.  0 Rent,  communications,  and  utilities 

10 

10 

25. 1 Other  services 

518 

518 

25. 2 Services  of  other  agencies 

7 

7 

26. 0 Supplies  and  materials 

148 

148 

31. 0 Equipment 

55 

55 

.32.  0 Tiands  and  structures 

3,850 

3, 850 

Total  obligations,  allotment  accounts 

5,251 

5,272 

21 

99. 0 Total  obligations — 

202,223 

220, 147 

17, 924 

Obligations  are  distributed  as  follows: 

Agriculture,  Forest  Service 

196,972 

214, 875 

17,903 

Interior 

1,250 

1, 271 

21 

General  Services  Administration  _ . 

4,001 

4, 001 
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Personnel  summary 


1965 

presently 

available 

1965 

revised 

estimate 

1965  increase 

FOREST  SERVICE 

Total  number  of  permanent  positions 

13,340 
5, 879 
18, 337 

13, 340 
6, 445 
18, 967 

Full-time  equivalent  of  other  positions 

666 

Average  number  of  all  employees. 

630 

Program  and  financing 

[In  thousands  of  dollars] 




1965 

presently 

available 

1965 

revised 

estimate 

1965 

increase 

Program  by  activities: 

1.  Forest  land  management: 

(a)  National  forest  protection  and  management 

134, 275 
5, 000 
10,602 
665 

137, 264 
19, 000 
10, 775 
665 

2,989 
14, 000 
173 

(5)  Fighting  forest  fires.  _ ..T 

(c)  Insect  and  disease  control.. 

{d)  Acquisition  of  lands 

150,542 

167, 704 

17,162 

2.  Forest  research 

33,331 

34, 035 

704 

3.  State  and  private  forestry  cooperation. 

16,955 

17, 013 

58 

Total  program  costs,  funded  i. 

200, 828 
1,395 

218, 752 
1,395 

17,924 

Change  in  selected  resources  2 _ 

10  Total  obligations 

202,  223 

-700 

-650 

220, 147 

-700 

-650 

17, 924 

Financing: 

Receipts  and  reimbursements  from: 
11  Administrative  budget  accounts: 
Cooperative  range  improvements 

21  Unobligated  balance  available,  start  of  year  ... 

New  obUgational  authority - 

200, 873 

218, 797 

17,924 

New  obligational  authority: 

40  Appropriation  . . 

201,  284 
-411 

219,208 

-411 

17,924 

41  Transferred  to  “Operating  expenses.  Public  Building 
Service,”  General  Services  Administration  (78  Stat. 
655) _ 

43  Appropriation  (adjusted) 

200, 873 

218, 797 

17, 924 

Relation  of  obligations  to  expenditures: 

10  Total  obligations.  . _ ...  . 

202, 223 
-700 

220, 147 
-700 

17,924 

70  Receipts  and  other  offsets  (items  11-17)  ..  . . 

71  Obligations  affecting  expenditures 

201, 523 
28,490 
-31,002 
199,  Oil 

219,447 
28, 490 
-31, 124 
216,813 

17,924 

72  Obligated  balance,  start  of  year.  . 

74  Obligated  balance,  end  of  year 

122 

17,802 

90  Expenditures  ..  ..  

1 Ineludes  capital  outlay  of  $36,600,000.  . . . 

2 Selected  resources  as  of  June  30  are  as  follows:  . 

1964 

1965 

presently 

available 

1965 

revised 

estimate 

Stores . ..  ^ 

3,060 
13, 735 
710 

3, 200 
15,000 
700 

3,200 

15,000 

700 

Unpaid  undelivered  orders...- 

Advances ... 

^ Total  selected  resources. 

17,  505 

18, 900 

— 

18,900 
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Mr.  Denton.  Fourteen  million  dollars  is  requested  for  fighting 
forest  fires  and  $3,924,000  for  increased  Pay  Act  costs  under  Public 
Law  88-426. 

We  shall  insert  in  the  record  the  item  from  House  Document  No.  80, 
the  justifications,  and  the  general  statement. 

(The  material  follows :)  ‘ 

“Forest  Service 

“forest  protection  and  ■Utilization 

“For  additional  amounts  for  ‘Forest  protection  and  utilization^  as  follows: 

“ ‘Forest  land  management’,  $17,162,000; 

“ ‘Forest  research’,  $704,000;  and 

“ ‘State  and  private  forestry  cooperation’,  $58,000.” 

This  proposed  supplemental  appropriation  includes  $14  million  for  fighting 
forest  fires,  and  $3.9  million  for  increased  pay  costs  under  Public  Law  88-426, 

This  appropriation  w^as  apportioned,  pursuant  to  section  3679  of  the  Revised 
Statutes  as  amended  (31  U.S.C.  665),  on  a basis  which  indicated  a necessity  for 
a supplemental  appropriation.  This  action  was  reported  to  the  Congress  by 
the  Director  of  the  Bureau  of  the  Budget  on  January  9,  1965. 

Forest  Protection  and  Utilization,  1965 
(H.  Doc.  80) 


Request $17,  924,  000 

Appropriation  to  date i 201,  284,  000 

Obligations  to  Dec.  31,  1964 125,  799,  430 

Expenditures  to  Dec.  31,  1964 100,  211,  440 

Budget  estimate  next  fiscal  year 212,  445,  000 


J Includes  transfer  of  $411,000  to  General  Services  Administration  for  space  rental  (78  Stat.  655). 
Employment : 

Average  number,  current  appropriation. 

Average  number  involved,  this  estimate 

Estimates,  employment  Dec,  31,  1964__ 

PROPOSED  LANGUAGE 

For  additional  amounts  for  “Forest  protection  and  utilization,”  as  follows: 
“Forest  land  management,”  $17,162,000;  “Forest  research,”  $704,000;  and  “State 
and  private  forestry  cooperation,”  $58,000. 

EXPLANATION  OF  LANGUAGE 

This  proposed  language  is  recommended  to  provide  a supplemental  appropria- 
tion of  $14  million  to  be  used  for  fighting  forest  fires  and  $3,924,000  for  increased 
Pay  Act  costs  under  Public  Law  88-426,  approved  August  14,  1964. 

PURPOSE  AND  NEED  FOR  SUPPLEMENTAL  FUNDS 

This  increase  is  to  reimburse  the  national  forest  protection  and  management 
activity  in  the  amount  which  was  borrowed  from  it  for  fighting  forest  fires  during 
the  period  July  1964  to  December  1964,  and  for  emergency  firefighting  expenses 
during  the  last  6 months  of  fiscal  year  1965;  and  to  provide  additional  amounts 
for  Pay  Act  costs  which  cannot  be  absorbed  within  presently  available  funds. 


18,  433 
630 
15,  767 
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Justification  for  supplemental  estimate,  fiscal  year  1965,  for  ^‘Forest  protection  and 

utilization^’ 


Appropriation, 

1965 

Supplemental 
estimate,  1965 

Revised 
estimate,  1965 

Forest  protection  and  utilization: 

Forest  land  management: 

National  forest  protection  and  management 

Fighting  forest  fires 

1 $134,  462,  000 
5,  000,  000 
10,  602, 000 
680, 000 

$2,989,000  (2) 
14,000,000  (1) 
173,000  (2) 

$137, 451, 000 
19, 000, 000 
10, 775, 000 
680, 000 

Insect  and  disease  control 

Acquisition  of  lands 

Subtotal,  forest  land  management— 

Forest  research 

1 150,  744, 000 
1 33,  585,  000 
16,955,  000 

17, 162,  000 
704,000  (2) 
58,000  (2) 

167, 906, 000 
34, 289,  000 
17, 013,  000 

State  and  private  forestry  cooperation 

Total 

1 201,  284,  000 

17, 924, 000 

219, 208,  000 

1 Includes  transfer  of  $411,000  to  General  Services  Administration  for  space  rental  (78  Stat.  655)— 
national  forest  protection  and  management,  $407,000;  forest  research,  $4,000. 


(1)  FIGHTING  FOREST  FIRES,  $14,000,000 

Summary  of  the  1964  forest-fire  season 

The  1964  fire  season  was  characterized  by  wide  variations  in  weather  severity 
for  different  parts  of  the  United  States.  Weather  in  California  was  especially 
critical  during  the  late  summer  and  early  fall.  In  contrast,  the  Pacific  North- 
west had  one  of  the  coldest  June-through-September  periods  of  record.  Even 
locally  there  were  extremes  from  very  wet  in  western  Washington,  to  very  dry  in 
eastern  Washington.  Northern  Idaho  and  Montana  had  heavy  precipitation 
during  June  through  August,  and  then  experienced  a dry  period  during  October. 
Southern  Idaho,  Utah,  and  Nevada  had  several  months  of  high  to  extreme  fire 
danger  with  many  large  and  damaging  fires.  The  Central  Rockies  went  into  the 
critical  fall  period  with  very  dry  conditions,  and  had  very  high  wind  velocities  for 
several  weeks.  The  Southwest  followed  the  pattern  of  variations  of  fire  weather 
locally,  but  generally  had  a dry  fall  period.  Areas  east  of  the  Mississippi  were 
nearer  to  normal,  but  many  areas  had  serious  rainfall  deficiencies.  There  was 
one  period  of  extreme  fire  danger  during  the  fall  in  the  Eastern  and  Central  States 
when  special  closures  were  imposed  and  special  precautions  taken  to  prevent  as 
many  man-caused  fires  as  possible. 

Fire  occurrence  on  the  national  forests  decreased  from  the  5-year  average  of 
12,370  to  9,900.  Burned  area  also  decreased  from  the  5-year  average  of  230,065 
to  185,000  acres.  Due  to  large  fires  in  Nevada  and  California,  national  burned 
area  increased  over  1963.  The  number  of  man-caused  fires  increased  steadily 
from  1957  to  1963.  Special  efforts  made  in  1964  helped  to  reduce  the  number  of 
man-caused  fires.  It  is  encouraging  to  note  that  man-caused  fires  were  down  to 
5,200,  compared  with  6,269  during  1963.  The  1964  figure  is  slightly  above  the 
5-year  average. 

Statistical  summary 


Calendar  year 

Number 

lightning 

fires 

Number 

man-caused 

fires 

Total  fires 

Acres 

burned 

1959 

4, 891 
7, 659 

4, 744 

9, 635 

288,606 
424, 295 

1960  

5, 164 

12,823 

1961 - 

10, 576 
6, 301 

4,  583 

15. 159 

224,394 

1969 

5, 193 
6,269 

11, 494 

85,457 

196.3  

6,471 

12, 740 

127, 571 

Total  _ _ 

35, 898 

25, 953 

61,851 

1, 150,323 

f?-year  average  _ _ _ . . 

7, 180 
4,  700 

5. 191 

12,370 

230,  065 

1964 

5, 200 

9,900 

185,  000 

Major  fires 

There  were  approximately  50  fires  that  exceeded  300  acres  in  1964.  This 
compares  favorably  with  a 5-year  average  of  90  such  fires.  One  espiecially  large 
and  damaging  fire  started  on  the  Los  Padres  National  Forest  near  Santa  Barbara, 
Calif.,  on  September  22,  1964.  It  was  controlled  on  October  1 after  burning 
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67,000  acres.  Natural  resource  and  property  damage  is  estimated  at  more  than 
$20  million.  Final  costs  to  suppress,  will  exceed  $3  million. 

Emergency  'preparation 

The  regular  fire  protection  appropriation  for  the  Forest  Service  provides  funds 
for  the  normal  fire  season  under  conditions  of  average  fire  risks  and  hazards. 
Fire  prevention  and  fire  attack  forces  are  increased  when  above  normal  fire 
conditions  exist.  They  are  also  increased  when  the  fire  season  begins  earlier  or 
lasts  longer  than  normal.  The  costs  of  building  up  this  increased  prevention  and 
attack  force  during  these  periods  of  above  normal  fire  danger  are  financed  from 
the  fund  for  fighting  forest  fires.  Experience  has  shown  this  is  good  business  and 
reduces  total  fire  expenditures  as  well  as  saving  valuable  resources.  The  fund 
also  finances  emergency  fire  overtime  and  pay  dififerential  costs  of  the  regular  fire 
organization. 

Firefighting  fatalities 

Five  persons  were  killed  while  fighting  forest  fires  on  the  national  forests  in 
1964.  Two  contract  air  tanker  pilots  lost  their  lives  while  dropping  chemicals  on 
fires.  One  of  these  accidents  occurred  in  California,  and  the  other  in  Arizona. 
A helicopter  pilot  crashed  and  was  killed  while  returning  to  his  home  base  after 
delivering  firefighters  to  a remote  area.  One  firefighter  was  killed  from  burns, 
when  caught  in  a fire,  and  another  from  being  struck  by  a tail  rotor  of  a helicopter 
as  he  was  preparing  to  be  transported  to  a remote  location. 

Summary  of  actual  and  estimated  obligations 

The  following  tabulation  summarizes  forest  firefighting  obligations  and  esti- 


mates for  fiscal  year  1965: 

Actual  obligations  from  July  1,  1964,  to  Eec.  31,  1964 $16,758,068 

Estimated  requirements,  Jan.  1,  1965,  to  June  30,  1965 2,241,932 

Total 19,000,000 

Less  amount  available  from  1965  appropriation 5,000,000 


Supplemental  appropriation  estimate. 


14,000,000 


Estimate  for  the  January  1 to  June  30,  1965,  fire  season 

On  the  average,  3,500  fires  occur  during  this  period  and  burn  about  50,000 
acres.  The  most  critical  areas  will  probably  be  in  Arizona,  New  Mexico,  and 
California. 

Emergency  fire  protection  costs  during  this  6-month  period  for  the  past  5 years 
have  been  as  follows: 


Fiscal  year: 
1960__ 
1961__ 
1962 __ 
1963 
1964- _ 


Obligations 

$3,491,157 

5,797,288 

2,489,873 

4,532,856 

2,536,803 


Average 3, 769 , 595 

This  deficiency  estimate  provides  $2,241,932  for  the  last  6 months  of  fiscal 
year  1965,  which  is  lower  than  the  above-indicated  5-year  average  of  $3,769,595 
and  approximately  the  same  as  the  low  years  of  1962  and  1964. 


History  of  appropriations  for  fighting  forest  fires 

From  1916  through  1950,  the  Congress  appropriated  each  year  in  the  regular 
Appropriations  Act  a token  abount  for  fighting  forest  fires  which  was  supple- 
mented to  the  extent  required  to  reimburse  actual  expenditures  by  a supplemental 
appropriation  made  after  the  summer  and  fall  firefighting  costs  were  known. 
During  most  of  this  period  current  year  appropriations  were  made  available 
to  meet  prior  year  obligations  when  necessary. 

Beginning  m fiscal  year  1951  and  continuing  through  1963,  Congress  appro- 
priated amounts  varying  from  $6  to  $5  million  m the  regular  annual  Appro- 
priations Act  for  fighting  forest  fires.  Effective  with  fiscal  year  1958  the  entire 
amount  available  was  reserved  for  emergencies  to  be  apportioned  for  use  only 
to  the  extent  necessary  to  meet  emergency  conditions.  This  provision  making 
the  current  year  appropriation  available  to  meet  prior  year  obligations  when 
necessary  was  continued. 
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f.  The  following  table  shows  the  status  of  fighting  fires  appropriations  during  the 
period  1958-65: 


-.-v  ■ Fiscalyear 

Amount  of 
regular  appro- 
priation 

Supplemental 
appropriation 
or  estimate 

Obligations  in 
excess  of  ap- 
propriation 
covered  by 
subsequent 
year’s  appro- 
priation 

1958- — - — - 

$5, 000, 000 

5. 000.  000 
5,  000, 000 

5. 000,  000 
5,  000, 000 
5,  000,  000 

5. 000.  000 
5, 000, 000 

$3, 850, 000 
8, 500, 000 
20, 450, 000 
31,  500, 000 
34,  500,  000 
12,  000, 000 

13. 000.  000 

14. 000.  000 

$550, 369 
1,622,964 
798, 659 
2,838, 024 

1959 — 

1960 

1961 1 — 

1962 

1963 

1, 400, 000 

1964  

1965 

(2)  PAY  ACT  COSTS,  PUBLIC  LAW  88-426,  $3,924,000 

Total  fiscal  year  1965  pay  act  cost  in  this  appropriation  amounts  to  $5,078,000. 
Through  program  adjustments,  $1,154,000,  or  21  percent  of  these  costs,  are  being 
absorbed.  Considering  all  funds  available  to  the  Forest  Service,  34  percent  of  the 
total  pay  act  costs  are  being  absorbed.  It  is  not  possible  to  further  absorb 
additional  pay  act  costs  without  seriously  curtailing  programs  in  rural  areas  where 
economic  factors  are  of  major  concern.  To  absorb  additional  costs  would  require 
curtailment  of  activities  such  as  timber  sales,  recreation,  fire  protection,  reforesta- 
tion, range  resource  management,  forest  pest  control,  forest  research,  and  general 
forestry  assistance. 

Computation  of  Firefighting  Costs 

Mr.  Denton.  You  are  requesting  $14  million  for  firefighting. 
Briefly  explain  for  the  committee  the  basis  on  which  this  amount  was 
computed. 

Mr.  Nelson.  Mr.  Chairman,  the  Congress  for  a number  of  years 
has  appropriated  in  the  regular  appropriation  only  a token  amount. 
It  used  to  be  quite  token,  and  lately,  the  last  few  years,  it  has  been  $5 
million,  recognizing  that  that  never  has  covered  the  whole  bill.  One 
of  the  reasons  that  the  Congress  does  it  in  that  manner  is  that  the 
seasons  and  costs  of  firefighting  varies  so  much  that  we  never  know 
how  much  will  be  needed. 

For  instance,  in  the  last  few  years  the  costs  that  we  have  had  to 
come  in  with  a supplemental  have  varied  from  $3,800,000  in  1958  up 
to  $34  million  in  1962.  How  we  arrive  at  the  amount  needed  is  the 
actual  expenditures  that  we  have  made  during  the  fiscal  year  up  to  the 
date  of  submission,  plus  an  estimate  of  the  amount  that  we  will  need 
from  this  date  to  the  end  of  fiscal  year. 

Mr.  Denton.  How  much  have  you  spent  to  date? 

Mr.  Nelson.  In  round  figures,  it  is  $17  million  through  December 
31,1964. 

Mr.  Denton.  And  you  have  had  $5  million  appropriated? 

Mr.  Nelson.  Yes,  sir. 

Mr.  Denton.  And  you  estimate  $2  million  more? 

Mr.  Nelson.  Yes,  a little  over  $2  million  more.  And  that  is  con- 
siderably less  than — well,  over  the  past  5 years  there  have  only  been 
2 years  that  it  h^s  been  close  to  that  amount.  So  it  is  a conservative 
estimate. 

u ..Mr.  Denton.  Yes. 


7,13 

^AY  ACT  COSTS 

The  justifications  indicate  y^our  total-  1965  pay  act  cost  will  be 
$5,078,000,  and  that  you  afe'ahsorbing  $1,154,000  or  21  percent. 
Do  you  feel  this  is  the  maximuni  you  can  absorb? 

Mr.  Hendee.  Mr.  Chairman,  we  do.  If  you  consider  all  funds 
available,  actually  we  are  absorbing  32  percent  of  the  total.-*-  - 

If  we  were  to  absorb  any  additional  pay  act  costs  we  would  have 
to  curtail  the  ^programs  in  some  of  these  rural  areas,  where  economic 

factors  are  of  major  concern  to  us.  „ „ 

Mr.  Denton.  You  have  a supplemental  coming-  up  for  other 
pay  costs.  If  that  was  included,  it  would  be  35  percent. 

' Mr.  Hendee.  It  would  actually  be  37  percent  if  we  took  into 
account  all  appropriations  and  funds  available  to  the  Forest  Service. 
_Mr.  Denton. .^But  what  you  have  is  only  21  percent. 

Mr.  Sendee.  That  is  right,  21  percent  of  this  appropriation. 

. PERMANENT  POSITIONS  AND  VACANCIES 

Mr.  Denton.  Insert  in  the  record  at  this  point  a listing  of  va- 
cancies and  permanent  positions  you  have  as  of  January  31,  1965. 
Mr.  Cliff.  We  will  be  glad  to  do  that. 

(The  requested  information  follows:) 

' Permanent  employnient — All  appropriations  ‘ _ 


Number  of  permanent  positions,  fiscal  year  1965 20,  732 

Estimated  number  of  employees  June  30,  1965 , 20,  141 

Number  of  positions  currently  filled 18,  500 


The  peak  work  season  for  Forest  Service  programs  generally  begins  during  the 
month  of  June.  That  also  is  the  month  in  which  forestry,  engineering,  account- 
ing, and  other  students  graduate  and  become  available  for  employment  to  meet 
replacement  and  program  needs.  The  current  2,232  vacant  positions  are  dis- 
tributed approximate!}^  as  follows:  


Professionals  of  various  disciplines  to  be  hired  in  IMay  and  June 800 

Positions  not  filled  during  winter  months  but  which  must  be  filled  prior  to 

the  summer  work  season : 832 

Lapses  due  to  normal  employee  turnover 600 


Total 2,232 


Mr.  Denton.  Do  the  members  have  any  questions?.  Well,  gentle- 
men, we  thank  you  very  much. 
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Tuesday,  March  23,  1965. 


Forest  Land  Management 

Object  classification 

[In  thousands  of  dollars] 


1965 

presently 

available 


1965  1965 

revised  increase 

estimate 


FOREST  SERVICE 


Personnel  compensation: 

11. 1 Permanent  positions 

11.  3 Positions  other  than  permanent 

11.  4 Special  personal  service  paj^ents 

11. 5 Other  personnel  compensation 

Total  personnel  compensation 

12.  0 Personnel  benefits 

21. 0 Travel  and  transportation  of  persons. 

22. 0 Transportation  of  things 

23.  0 Rent,  communications,  and  utilities. 

24.  0 Printing  and  reproduction 

25. 1 Other  services 

25.2  Services  of  other  agencies 

26.  0 Supplies  and  materials 

31. 0 Equipment 

32. 0 Lands  and  structures 

41.  0 Grants,  subsidies,  and  contributions. 

42. 0 Insurance  claims  and  indemnities 

Subtotal 

95. 0 Quarters  and  subsistence  charges 

Total  obhgations,  Forest  Service... 

ALLOTMENT  ACCOUNTS 


94,  061  94, 196 

25, 816  26,  036 


135 

220 


7, 173 


7,173 


127,  059 
9,023 
6, 568 
7,654 
2, 977 
1,455 
17,  281 
3,  707 
12,  654 
5,718 
6, 156 
16,  006 
33 


127, 414 
9,  049 

6,  613 

7,  724 
2, 987 
1, 460 

19, 420 
3, 707 
13, 154 
5, 768 
7, 156 
16,  006 
33 


355 

26 

45 

70 

10 

5 

2,139 


500 

50 

1,000 


216, 291 
-1,416 


220, 491 
-1,416 


4,200 


214, 875 


219,  075 


4,200 


Personnel  compensation: 

11. 1 Permanent  positions 

11. 3 Positions  other  than  permanent 

11.  5 Other  personnel  compensation 

Total  personnel  compensation 

12. 0 Personnel  benefits 

21. 0 Travel  and  transportation  of  persons 

22. 0 Transportation  of  things 

23. 0 Rent,  conununications,  and  utilities 

25. 1 Other  services 

25. 2 Services  of  other  agencies 

26. 0 Supplies  and  materials 

31. 0 Equipment 

32. 0 Lands  and  structures 

Total  obligations,  allotment  accounts. 

99. 0 Total  obligations 

Obhgations  are  distributed  as  follows: 

Agriculture,  Forest  Service 

Interior 

General  Services  Administration 


186 


186 


14 


592 
32 
47 
13 
10 
518 
7 
148 
55 
3,  850 


5,  272 
220, 147 


14 


592 

32 

47 

13 

10 

518 

7 

148 

55 


3, 850 


5, 272 
224, 347 


4,200 


214, 875 
1,  271 
4,  001 


219, 075 
1,271 
4,  001 


4,206 


Personnel  summary 


1965 

presently 

available 

1965 

revised 

estimate 

1965 

increase 

FOREST  SERVICE 

Total  number  of  permanent  positions 

13, 340 
6,445 

13, 340 
6, 495 

Full-time  equivalent  of  other  positions 

50 

Average  number  of  all  employees 

18,  967 

19, 035 

68 

ALLOTMENT  ACCOUNTS 

Total  nuinVier  of  permanent  positions 

26 

26 

Full-time  equivalent  of  other  positions 

70 

70 

Average  iiuinbcr  of  all  employees  

96 

96 
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Program  and  financing 


[In  thousands  of  dollars] 


Presently 

available, 

1965 

Revised 

estimate, 

1965 

Increase, 

1965 

Program  by  activities; 

1.  Forest  land  management: 

(a)  National  Forest  protection  and  management 

(b)  Fighting  forest  fires 

137, 264 
19,000 
10,  775 
665 

139,207 
19,000 
10,  775 
665 

1,943 

Total,  forest  land  management 

167,  704 
34,  035 
17, 013 

169, 647 
34,  035 
17,  013 

1,943 

Total  program  costs,  funded  i 

Change  in  selected  resources  2 

218. 752 
1,395 

220. 695 
3,652 

1,943 
2, 257 

220, 147 

-700 

-650 

224,347 

-700 

-650 

4, 200 

Financing: 

Receipts  and  reimbursements  from: 
11  Administrative  budget  accounts: 

21  Unobligated  balame  available,  start  of  year 

Npw  nhligftt.inrial  ant.hnrity 

218, 797 

222,997 

4, 200 

New  obligational  authority: 

40  Appropriation..  . . 

219, 208 
-411 

223, 408 
-411 

4,200 

41  Transferred  to  “Opeiating  expenses.  Public  Building 
Service,”  General  Services  Administiation  (78  Stat,  655). 

43  Appropriation  (adjusted) 

Relation  of  obligations  to  expendituies: 

10  Total  obligations 

218, 797 

222, 997 

4,200 

220, 147 
-700 

224,347 

-700 

4,200 

70  Receipts  and  other  offsets  (items  11-17) .. 

71  ObUgations  affecting  expendituies 

72  ObUgated  balance,  start  of  vear ._ 

219,447 
28,490 
-31, 124 
216,  813 

223, 647 
28, 490 
-33,381 
218,  756 

4,200 

74  Obligated  balance , end  of  year 

90  Expenditures . .. 

-2,257 
1,  943 

1 Includes  capital  outlay  of  $36,600,000. 

2 Selected  resources  as  of  June  30  are  as  follows: 

1964 

1965 

presently 

available 

1965 

revised 

estimate 

Stores - - 

3,060 
13, 735 
710 

3.200 
15, 000 
700 

3,200 

17,257 

700 

Unpaid  undebvered  orders 

Advances. _ 

Total  selected  resources ..  . ..  ... 

17,  505 

18, 900 

21, 157 

Mr.  Denton.  Now,  let’s  take  ‘'Forestland  management”;  $4,200,- 
000  is  requested  for  repair  and  replacement  of  facilities  lost  or  damaged 
as  a result  of  the  recent  floods  in  California  and  the  Northwest.  We 
will  insert  the  item  from  House  Document  111  and  the  justifications 
in  the  record. 

(The  matter  referred  to  follows:) 

“forest  protection  and  utilization 

“For  an  additional  amount  for  Torest  protection  and  utilization’,  for  Torest 
land  management’,  $4,200,000,  to  remain  available  until  June  30,  1966.” 


44-864—65 46 
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Forest  Protection  and  Utilization,  Forest  Land  Management,  1965 

(H.  Doc.  Ill) 

Request $4,200,000 

Appropriation  to  date i $219,  208,  000 

Obligations  to  Jan.  31,  1965. $137,  164,  137 

Expenditures  to  Jari.  31,  1965 $112,  694,  595 

Budget  estimate  next  fiscal  year. ^ $212,  445,  000 

Employment: 

Average  number  current  appropriation 19,  063 

Average  number  involved  this  estimate 68 

Estimated  employment,  Jan.  31,  1965___ ' 15,  760 

1 Includes  transfer  of  $411,000  to  General  Services  Administration  for  space  rental  (78  Stat.  655)  and  sup- 
plemental of  $14,000,000  for  fighting  forest  fires  and  $3,924,000  for  increase  pay  act  costs  (Public  Law  88-426). 


PROPOSED  LANGUAGE 

For  an  additional  amount  for  ‘‘Forest  protection  and  utilization,”  for  “Forest 
land  management,”  $4,200,000,  to  remain  available  until  June  30,  1966.  ' 

EXPLANATION  OF  LANGUAGE 

This  proposed  supplemental  appropriation  will  be  used  to  repair,  replace,  or 
restore  a wide  variety  of  Government-owned  improvements  and  facilities  lost  or 
damaged  as  a result  of  the  December  1964  and  January  1965  flood  disaster  in 
the  States  of  California,  Idaho,  Montana,  Oregon,  and  Washington.  In  addition, 
such  appropriation  will  be  used  to  make  available  accessible  supplies  of  timber, 
which  is  essential  to  the  economic  base  of  many  communities.  The  language 
would  also  make  the  $4,200,000  available  until  June  30,  1966,  as  it  will  not  be 
possible  to  obligate  funds  to  complete  the  necessary  work  during  the  remainder 
of  fiscal  year  1965. 

PURPOSE  AND  NEED  FOR  SUPPLEMENTAL  FUNDS 

Beginning  on  December  19,  1964,  and  continuing  for  several  days  thereafter, 
and  again  in  January  1965,  a large  area  of  northern  California,  Idaho,  Montana, 
Oregon,  and  Washington  experienced  floods  which  in  many  instances  were  the 
most  severe  ever  recorded.  The  floods  were  caused  by  warm  rains  following 
heavy  snows.  In  addition  to  the  heavy  rains,  ranging  from  5 to  8 inches  in  a 
single  hour  and  up  to  22  inches  in  a 5-day  period,  the  high  temperatures  melted 
the  snow  in  the  high  mountains  and  sent  torrents  of  water  and  debris  raging  down 
the  mountain  watersheds  into  the  valleys  below.  Eighteen  national  forests  sus- 
tained major  damage  and  22  others  suffered  damage  to  a lesser  degree.  The. 
most  critically  damaged  were  the  Plumas,  Klamath,  Six  Rivers,  Shasta,  Trinity, 
Mendocino,  and  Tahoe  in  California;  the  Umpqua,  Mount  Hood,  Rogue  River, 
Willamette,  and  Siskiyou  in  Oregon;  the  Gifford  Pinchot  in  Washington;  and  the 
St.  Joe,  Coeur  d’Alene,  Payette,  Clearwater,  and  Boise  in  Idaho. 

Numerous  heavily  used  recreation  sites  and  facilities  were  completely  wiped 
out,  severely  damaged,  or  covered  with  mud,  gravel,  and  debris.  Telephone  lines 
vital  to  fire  control  were  knocked  out.  Range  stations,  cabins,  and  other  adminis- 
trative improvements  were  flooded.  Many  water  and  sewer  systems  serving  sta- 
tions and  campgrounds  were  destroyed  or  badly  damaged. 

Numerous  stream  channels  were  scoured  by  massive  earth  movements  and 
large  quantities  of  debris  moving  down  them.  Large  debris  dams  diverted  stream 
channels,  cut  stream  banks,  and  damaged  road  fills.  Much  of  this  occurred  in  the 
upper  watersheds  of  the  principal  rivers  and  in  some  of  the  best  fishing  streams 
in  the  five  States. 

Major  immediate  impact  of  the  flood  is  on  timber  operators  dependent  on 
national  forest  timber.  Millions  of  board  feet  of  iuncut  timber  now  under  timber 
sale  contract  cannot  be  reached  until  road  and  bridge  damage  is  repaired.  Where 
timber  is  available,  interim  sales  must  be  planned  to  teihporarily  sustain  forest 
industries  in  the  affected  areas.  At  stake  are  the  jobs  of  thousands  of  workers 
directly  employed  in  the  wood  products  industry  within  the  timber-producing 
counties.  Also  jeopardized  are  thousands  of  additional  jobs  in  service  industries 
directly  dependent  on  the  timber  industry,  plus  other  jobs  in  wood  products 
plants  outside  the  timbered  counties.  The  major  shutdowns,  which  will  occur 
if  logs  cannot  be  made  available  promptly,  will  cause  disastrous  chain  reactions 
in  the  economies  of  the  local  communities  and  result  in  large  increases  in  the 
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unemployment  rolls.  »Specifically,  the  information  available  indicates  at  least 
458  timber  sales  involving  more  than  2.6  billion  board  feet  of  timber  will  be  un- 
available at  normal  operating  time.  This  will  directly  affect  some  195  industrial 
plants  dependent  on  national  forest  timber  for  a substantial  portion  of  their 
annual  production.  The  lack  of  access  directly  affects  the  employment  of  over 
20,000  people  engaged  in  the  manufacture  and  procurement  of  logs  for  these 
plants.  — 

Immeidately  following  the  recession  of  the  Christmas  week  floods,  the  Forest 
Service  sent  a task  force  to  the  affected  regions  for  the  purpose  of — 

1.  Setting  up  a system  to:  (a)  evaluate  damage  to  national  forest  improve- 
ments; (6)  obtain  uniform  and  consistent  reporting;  and  (c)  obtain  as  accurate 
cost  estimates  as  conditions  of  inaccessibility  and  snow  cover  would  permit. 

2.  Assessing  the  impact  on  communities  and  industries  caused  by  floods 
making  timber  sale  areas  inaccessible. 

3.  Determining  solutions  to  problems  and  exploring  the  various  oppor- 
tunities to  return  the  timber  industry  to  production  as  rapidly  as  possible. 

Need  for  improvement  restoration  and  rehabilitation  is  critical,  as  is  the  repro- 
graming of  timber  sales  to  make  available  immediately  the  timber  required  to 
keep  mills  and  other  wood-processing  plants  in  production.  Ranger  stations, 
communication  facilities,  cabins,  water  and  sewer  systems,  and  other  improve- 
ments must  be  rehabilitated  to  provide  vital  facilities  to  support  essential  public 
service;  such  as.  Are  detection  and  control,  administration  of  timber  sales,  and 
management  and  care  of  recreation  areas.  Logjams  and  debris  constitute  major 
problems  in  river  and  stream  channels  and  must  be  removed  as  early  as  possible 
to  reduce  Are  hazard  and  prevent  further  downstream  damage  to  bridges,  abut- 
ments, and  roads  at  timm  of  spring  runoffs.  Lack  of  roads,  telephone  lines,  and 
Are  and  other  improvements  in  the  flooded  areas  will  seriously  hamper  fire-control 
efforts  and  increase  the  Are  risk.  Temporary  fire-detection  facilities  must  be 
provided  to  assure  adequate  fire  control  and  prevent  the  loss  of  valuable  forest 
resources.  Rehabilitation  and  restoration  of  campgrounds  and  picnic  areas  is 
essential  to  provide  the  public  with  recreation  facilities  next  summer.  Delay  can 
create  sanitation  and  public  health  problems  m the  flooded  areas  involved. 

The  havoc  wreaked  by  the  floods  emphasizes  the  vital  need  for  developing  new 
and  improved  methods  for  minimizing  damage  in  similar  situations  in  the  future. 
Specific  studies,  undertaken  on  a planned  and  coordinated  basis,  are  necessary  to 
determine  the  relationship  between  soil  movement  and  existing  land-management 
practices  and  structures. 

The  need  for  these  supplemental  funds  by  time  periods  is  as  follows: 


Project 

Fiscal  year 
1965 

Fiscal  year 
1966 

Total 

Timber  resomce  management:  (a)  Sales  administration  and 
management 

$256,  000 
300, 800 
6, 450 
16, 400 
1,021,400 
95,  000 

247, 250 

$90,  000 
376, 200 
28,550 
27, 600 
1. 396,  600 
175,  000 

162, 750 

$346, 000 
677, 000 
35,  000 
44,  000 
2, 418,  000 
270,  000 

410,  000 

Recreation-public  use 

Wildlife,  ba.bita.t  ma.nagement 

Range  resource  management:  (a)  Improvements  . _ 
Soil  and  water  management  . . . . . 

Forest  fire  protection  _ . . _ . 

Structural  improvements  for  fire  and  general  purposes  (con- 
struction and  maintenance) 

Total  - - - . 

1, 943, 300 

2, 256, 700 

4,200,  000 

Justification  for  supplemental  estimates,  fiscal  year  1965  for  ^‘Forest  protection  and. 
utilization,  forest  land  management’ 


Project 

Appropriation 
to  date,  1965 

Supplemental 
estimate,  1965 

Revised  total, 
1965 

National  forest  protection  and  management: 

Timber  resource  management:  (a)  Sales  adminis- 
tration and  management  - 

$30, 097, 000 
25,410,000 
3, 808,  000 
3,339,  000 
5,146,000 
23,  564,  000 

11, 459,  000 

$346,000  (1) 

677.000  (2) 
35,  000  (3) 
44,000  (4) 

2,418,000  (5) 

270.000  (6) 

410.000  (7) 

$30,443,000 
26,  087,  000 
3, 843,  000 
3,383,000 
7,  564, 000 
23, 834,  000 

11,869, 000 

Recreation-public  use.  

Wildlife  habitat  management 

Range  resource  management : (a)  Improvements 

Soil  and  Vvater  managerneht  ’ 1 

Forest  fire  protection.  _ ...  ...  . ... 

Structural  improvements  for  fire  and  general  pur- 
poses (construction  and  maintenance)...  . . 
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Total  damage  in  tjtie  above  projects  is  estimated  to  be  $5,869,000.  A total  of 
$1,669,000  of  this  work  will  be  accomplished  by  reprograming  from ' available 
funds.  This  reprograming  for  each  project  is  as  follows; 


National  forest  protection  and  management: 

Timber  resource  management:  (a)  Sales  administration 

and  management 

Recreat|on-public  use,^.: - 

W ildii  fe  liabitat  management 

Range  resource  management:  (a)  Improvements 

Soil  and  water  management 

Forest  fire  protection.. 

Structural  improvements  for  fire  and  general  purposes 
(construction  and  maintenance) 

Total.. 


Total 

Reprogram 

Supplemental: 

damage 

needed 

$502, 000 

904.000 
59i  000 
74,  000 

3,  531, 000 

270. 000 

529. 000 

$156, 000 
227, 000 

24.000 

30. 000 
1, 113, 000 

$346, 000* 
677,  OOO^ 
36,000 
44,  000 
2, 418,  000 
270,  000- 

410, 000 

119, 000 

5, 869, 000 

1,  669,  000 

4,  200, 000^ 

An  increase  of  $4,200,000  is  needed  to  repair,  restore,  and  rehabilitate  Forest 
Service  improvements  damaged  by  the  disastrous  floods  in  northern  California 
and  Pacific  Northwest  during  Christmas  week  1964.  This  increase  w'ould  be- 
used  for  national  forest  protection  and  management  projects  as  follows: 

(1)  Timber  resource  management,  sales  administration  and  management,  $346,000 

This  increase  would  be  used  to  make  interim  sales  of  available  Government- 

owned  timber  in  accessible  areas  in  order  to  temporarily  help  sustain  forest  in- 
dustries pending  repair  and  restoration  of  roads  and  bridges  leading  to  existing; 
sales  in  major  timber  areas.  The  forest  industry  in  general  maintains  a log  in- 
ventory sufficient  for  about  60  days  of  production.  However,  millions  of  feet  of 
logs  have  been  scattered  or  lost  reducing  present  production  to  about  30  percent 
of  normal  for  this  time  of  year. 

Additional  major  impact  on  mills  and  their  employees  will  be  felt  in  April  when 
present  log  supplies  are  exhausted.  If  accessibility  to  existing  sales  has  not  been 
restored  at  that  time  or  new  sales  in  accessible  areas  have  not  been  made  to  re- 
plenish the  log  supplies,  mills  will  be  forced  to  close  down  and  lay  off  people. 

(2)  Recreation-public  use,  $677,000 

This  increase  would  be  used  for  repair  or  restoration  of  camp  and  picnic  grounds 
and  related  improvements,  and  repair  of  boat  launching  and  other  recreation  im- 
provements. Most  recreation  facilities  are  located  near  water  and  there  was 
heavy  damage  to  campground  and  picnic  areas  along  flooded  routes.  Some  of 
these  sites  have  been  permanently  destroyed  and  restoration  on  new  sites  will  be 
required.  On  others,  tables,  stoves,  and  toilets  were  swept  awayfor  covered  with 
mud  and  debris.  There  were  392  camp  and  picnic  grounds  involved  to  some  degree  ^ 
an  estimated  $250,000  is  needed  to  restore  these  sites;  653  family  uhits  on  such 
sites  will  have  to  be  restored  to  their  original  standard,  at  an  estimated  cost  of 
$520,000.  Seventy-three  boat  launching  and  other  recreation  improvements  also 
need  to  be  restored  at  a cost  of  $134,000.  As  listed  in  the  tabulation  on  page  4,, 
$227,000  will  be  made  available  by  reprograming  from  available  funds. 


(5)  Wildlife  habitat  management,  $35,000 
This  increase  would  be  used  to  restore  favorable  fish  habitat  and  feed  conditions 
where  floodwaters  and  debris  severely  scoured  the  streams.  Debris  removal^ 
channel  cleaning,  installing  riprap  would  be  the  type  of  work  performed,  as  would 
creation  of  pools  and  resting  spots  on  the  most  critically  scoured  streams.  The 
increase  would  also  be  used  to  repair  existing  wildlife  improvements.  Examples 
and  number  of  such  improvements  are: 


Restoration  of  stream  gabions  for  fish  habitat  improvement 2 

Restoration  of  stream  improvement  structures  such  as  logs  and  rock  checks 

placed  to  form  pools,  projects 42 

Removal  of  silt  and  debris  from  existing  fish  ladders,  project 1 

Stream  and  bank  stabilization,  including  planting  and  seeding,  streams 6 

Revegetation  of  wildlife  habitat  including  reseeding  of  unused  logging  trails, 
acres 100 
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<■{4)  Range  resource  management,  $44,000 

This  increase  will  be  used  to  repair  and  restore  range  resources  and  facilities 
which  received  severe  damage  by  flooding.  These  facilities  are  as  follows: 


Range  fence,  miles 48 

Stock  watering  tanks 16 

Stock  watering  ponds 69 

Spring  developments 20 

Stock  bridges 4 

'Stream  crossing  and  driveways 8 

Water  collection  reservoirs 27 

Cattle  guards 2 

Holding  corrals 2 


Restoration  of  the  range  resource  and  facilities  will  be  necessary  to  maintain 
the  present  carrying  capacity  and  current  use  of  livestock. 

Since  the  major  damage  to  rangelands  is  destruction  or  severe  damage  to  fences 
;and  water  holding  structures,  it  is  essential  that  the  work  be  accomplished  prior 
to  entry  of  livestock  on  the  ranges.  Lack  of  water  will  normally  make  a range 
•unusable  or  cause  excessive  damage  in  local  areas. 

.(5)  Soil  and  water  management,  $2,418,000 

This  increase  would  be  used  for  the  following  purposes: 


Units 

Estimated 

cost 

Repair  existing  soil  and  water  projects.  ..  . .. .projects  . 

Remove  flood  debris  from  rivers  and  streams..  . miles 

167 

520 

24 

1,100 

1,430 

10 

$360,  000 
590,  000 
417,  000 
900,  000 
72,  000 
79,  000 

■Sweep  logs  and  debris  from  reservoirs.  ..  . each 

Stream  channel  restoration  and  bank  stabilization  . miles. 

-Restore  erosion  control  structures  on  cutover  timber  sale  areas do 

iRestore  gully  and  other  erosion  control  structures ........  do 

Total.  ....  ._  . . 

2, 418,  000 

Severe  damage  to  existing  soil  and  water  projects  in  many  of  the  forests  was 
-caused  by  (1)  stream  cutting  of  streambanks,  (2)  stream  cutting  coupled  with 
-channel  diversion  caused  by  debris  dams,  (3)  channel  scour  resulting  from  debris 
movement  in  small  tributary  channels,  and  (4)  in  a few  instances  massive  earth 
movements  scoured  channels  and  moved  large  quantities  of  bedload  into  the 
main  stream  channels.  The  flood  also  left  tremendous  log  and  debris  jams  in 
many  of  the  headwater  streams  and  rivers.  Uprooted  trees,  twisted  in  big  jams  in 
-streams,  will  create  high  fire  hazard  areas  when  needles  and  branches  dry  out. 
Elimination  of  these  hazardous  jams  must  be  accomplished  to  protect  N ational 
Forest  improvements  as  well  as  downstream  improvements  outside  the  boundaries 
of  the  national  forests.  All  major  drainages  affected  by  the  flood  have  heavy 
bedloads  of  debris,  logs,  etc.,  and  if  not  removed  will  cause  additional  flooding 
'during  near  normal  runoff  conditions. 

Tremendous  quantities  of  floatable  material  have  been  trapped  in  reservoirs 
within  national  forest  boundaries.  Although  not  dangerous  to  reservoir  opera- 
tions, the  drifts  damage  recreation  and  are  sources  of  high  fire  hazard  when 
beached.  Some  streambanks  are  extremely  hazardous  due  to  the  undercutting 
-by  floodwaters.  These  banks,  if  not  stabilized,  will  continue  to  erode  and  con- 
tribute large  quantities  of  sediment  to  streams  and  reservoirs.  Scoured  stream 
channels  greatly  speed  up  the  discharge  of  water  from  tributary  lands  thus 
-creating  peaking  of  floodwaters  in  the  main  downstream  channels. 

(6)  Forest  fire  protection,  $270,000 

An  increase  of  $270,000  is  urgently  needed  to  provide  temporary  fire  detection 
facilities,  replace  damaged  or  destroyed  fire  control  equipment  and  to  reinforce 
and  realine  air  and  ground  initial  attack  firefighting  forces. 

The  heavy  damage  and  destruction  of  access  roads  and  bridges  has  isolated 
large  areas  on  the  Mendocino,  Six  Rivers,  Shasta-Trinity,  and  Klamath  National 
Forests  from  firefighting  centers  and  ground  attack  crews.  Principal  lookout 
stations  overlooking  large  areas  of  forestland  have  been  made  inaccessible  and  will 
require  shifts- in  temporary  stations  ■ until  repairs  are  made.  Ground  access  to 
areas  of  usually  critical  fire  danger  will  not  be  possible  until  roads  and  bridges  are 
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repaired  or  replaced.  The  increased  funds  would  provide  temporary  facilities 
for  the  early  detection  of  fires  and  additional  helicopters,  air  attack  tankers,  and 
airborne  firefighting  personnel.  Aircraft  and  personnel  will  be  strategically 
located  within  or  near  the  now  isolated  forest  area,  to  assure  adequate  fire  control 
to  prevent  the  loss  of  valuable  forest  resources. 

(7)  Structural  improvements  for  fire  and  general  purposes  {construction  and  main- 
tenance), $410,000 

Restoration,  repair,  and  cleanup  of  structural  improvements  is  essential  to 
provide  the  vital  facilities  needed  to  support  essential  public  services,  such  as 
fire  detection  and  control,  administration  of  timber  sales. 

Major  consideration  must  be  given  to  restoration  of  65  sewer  and  water  systems 
at  an  estimated  cost  of  $154,000.  These  facilities  are  located  at  our  ranger  stations 
and  workcenters  primarily  and  are  essential  for  the  health  and  welfare  of  our 
people. 

Another  very  important  item  is  the  restoration  and  repair  of  approximately  195 
miles  of  telephone  lines  at  an  estimated  cost  of  $104,000.  These  lines  are  used 
primarily  for  fire  detection  and  control  and  administration.  They  must  be 
restored  annd  available  by  next  fire  season,  or  no  later  than  June  30,  1965. 

In  addition  to  the  two  items  above,  the  improvements  and  projects  listed  below 
are  important  but  can  be  delayed  into  the  summer  of  1966  for  restoration  and 
repair. 


Units 


Restoration  administrative  fences miles 

Cleanup  and  repair  offices projects  __ 

Cleanup  and  repair  garages do 

Cleanup  and  repair  barns  and  cabins do 

Restoration  of  miscellaneous  (other  buildings  such  as  warehouses,  machine 

sheds,  pumphouses,  etc.) projects. . 

Restoration  and  repair  airports  and  heliports 


Cost 


30  $10, 000' 

9 5, 500 

12  20, 600 

7 39, 000 


54 

1 


68, 700 

8,  200 


OVERALL  FLOOD  DAMAGES  INCURRED 

Mr.  Denton.  Please  summarize  for  us  the  damage  that  was 
incurred  by  Forest  Service  facilities. 

Mr.  Fox.  I would  like  to  make  a summary  statement  of  the  overall 
damage  here.  The  December  and  January  floods  in  the  Pacific 
Northwest  caused  severe  national  forest  damages.  These  are  esti- 
mated at  about  $53  million.  This  is  several  times  the  damage  the 
national  forests  ever  suffered  from  a single  natural  disaster.  Now,  as 
in  the  case  of  the  Montana  floods,  about  90  percent,  or  $47  million,  of 
this  damage  was  in  roads  and  bridges  and  trails.  One  of  the  most 
serious  effects  was  in  access  to  sales  of  national  forest  timber.  Affected 
were  some  195  industrial  plants  and  the  employment  of  over  20,000 
people.  We  took  immediate  action  in  reprograming  to  help  meet  the 
emergency  situation. 

Other  serious  damages  were  sustained  to  recreation  improvements, 
forest  fire  improvements,  administrative  facilities,  including  telephone 
lines  and  water  and  sanitary  systems,  range  improvements,  debris  and 
logjams  in  stream  channels  and  reservoirs,  stream  channels  and 
banks,  and  to  fish  habitat. 

This  flood  damage  repair  supplemental  is  for  $6,200,000  for  all 
purposes.  The  ‘‘Roads  and  trails’^  request  is  for  $2  million.  We  have 
reprogramed  $1,900,000,  so  that  $2  million  plus  the  $1.9  million  is 
our  estimate  of  our  urgent  cash  needs  for  the  remainder  of  this  fiscal 
year  1965. 

Mr.  Denton.  How  much  was  the  total? 

Mr.  Fox.  $3,9000,000  for  roads  and  trails,  of  which  $2  million  is 
included  in  this  request.  Any  additional  roads  and  trails  appropria- 
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tion  requests  for  fiscal  year  1966  for  the  remainder  of  the  damage  will 
depend  on  additional  road  authorization  action  by  the  Congress  and 
subsequent  Bureau  of  the  Budget  action. 

The  $4,200,000  is  for  the  replacement  and  repair  of  all  other  types 
of  improvements  aside  from  roads  and  trails  and  bridges — for  all 
other  types  of  administrative,  protection,  and  resource  improvements. 
This  is  to  be  available  for  fiscal  year  1965  and  1966.  We  have 
reprogramed  $1,700,000  which  is  about  30  percent  of  the  total 
$5,900,000  damages  sustained;  $4,200,000  is  for  the  remainder,  which 
is  70  percent. 

ESTIMATE  DETEEMINATION 

Mr.  Denton.  Now  you  have  summarized  the  damage.  How  was 
this  estimate  determined  and  how  good  do  you  feel  the  facts  are  on 
which  it  was  based? 

Mr.  Nelson.  The  estimates  of  damages  to  our  transportation 
system  were  made  by  field  checks  of  teams  ol  engineers.  They 
viewed  about  75  percent  of  the  roads  before  the  heavy  snows  covered 
the  remaining  25  percent.  The  request  in  this  supplemental  is  based 
on  very  good  estimates  and  plans  because  the  work  to  be  financed  with 
this  $2  million  request  is  already  underway. 

Mr.  Denton.  This  money  is  all  being  paid  by  the  Treasury — none 
is  being  paid  by  timber  sales? 

Mr.  Nelson.  Yes. 

Mr.  Greeley.  Perhaps  I should  add  to  that.  The  total  of  $4.2 
million  is  the  additional  costs  that  our  people  estimate  we  will  need 
both  to  repair  damage  and  to  do  added  work  that  has  been  brought 
about  by  the  floods.  For  instance,  in  connection  with  this  timber 
management  item,  the  sale  of  administration  item  for  which  we  are 
asking  $346,000  this  involves  replacement  of  timber  sales  involving 
285  million  feet  of  timber.  We  have  already  used  a lot  of  our  regular 
personnel — already  financed — to  work  on  this.  This  is  the  amount 
that  we  cannot  get  done  in  time  for  the  operations  this  spring. 

Mr.  Denton.  I see.  That  will  be  paid  out  of  Treasury  funds? 

Mr.  Greeley.  That  will  be  paid  out  of  the  Treasury. 

WORK  ACCOMPLISHED 

Mr.  Denton.  I note  that  the  total  damage  was  estimated  at 
$5,869,000,  of  which  $1,669,000  is  being  financed  by  reprograming 
from  available  funds.  How  much  of  the  work  covered  by  the  re- 
maining estimate  of  $4,200,000  has  actually  also  been  accomplished 
with  available  funds?  > 

Mr.  Greeley.  Very  little  of  what  is  scheduled  to  be  done  with  the 
$4.2  million  has  actually  been  accomplished.  I doubt  if  any  of  it  has. 
That  is  why  we  are  asking  for  it. 

Mr.  Denton.  None  of  it  has  been  accomplished? 

Mr.  Greeley.  I think  that  is  correct. 
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Tuesday,  March  23,  1965. 

Forest  Roads  and  Trails  (Liquidation  of  Contract 
Authorization) 

01)ject  classification 


[In  thousands  of  dollars] 


1965 

presently 

available 

1965 

revised 

estimate 

1965 

increase 

FOREST  SERVICE 

Personnel  compensation: 

23, 183 
13, 161 
714 

23, 183 
13, 783 
714 

11.3  Positions  other  than  permanent 

622 

11. 5 Other  personnel  compensation  

37, 058 
2,  611 
2,  281 
2, 878 
1,470 
343 

37, 680 
2,658 
2,331 
3,028 
1,495 
353 

622 

47 

12. 0 Personnel  benefits  ..  " 

21.0  Travel  and  transportation  of  persons _ 

50 

22.0  Transportation  of  things  _ _ 

150 

23. 0 Rent,  communications,  and  utihties 

25 

24.0  Printing  and  reproduction-  

10 

25. 1 Other  services  - 

13,078 
1,621 
6,  247 
2, 180 
24, 330 
11 

16,  224 
1,621 
7,247 
2,  230 
30, 330 
11 

3, 146 

25. 2 Services  of  other  agencies  _ 

26. 0 Supphes  and  materials.. 

1,000 

50 

31.0  Equipment  _ ... .. 

32. 0 Lands  and  structures  

6,000 

42.0  Insurance  claims  and  indemnities ... 

Subtotal 

94, 108 
-279 

105,  208 
-279 

11, 100 

95. 0 Quarters  and  subsistence  charges 

Total  obligations.  Forest  Service ... 

93, 829 

104,929 

11, 100 

ALLOTMENT  ACCOUNTS 

Personnel  compensation: 

11. 1 Permanent  positions 

122 

122 

11. 3 Positions  other  than  permanent 

7 

7 

11.  5 Other  personnel  compensation.  . 

3 

3 

Total  personnel  compensation  _ _ 

132 

132 

12.  0 Personnel  benefits _ _ _ . . 

10 

10 

21. 0 Travel  and  transportation  of  persons 

42 

42 

22.0  Transportation  of  things..  ...  _ 

4 

4 

23.  0 Rent,  communications,  and  utilities _ . 

2 

2 

24.  0 Printing  and  reproduction.  

1 

1 

25. 1 Other  services  

63 

63 

25. 2 Services  of  other  agencies 

57 

57 

32. 0 Lands  and  structures 

732 

732 

Total  obligations,  allotment  accounts 

1, 043 

1,043 

99. 0 Total  obligations 

94,  872 

105, 972 

11, 100 

Obligations  are  distributed  as  follows: 

Agriculture,  Forest  Service 

93,829 

1,043 

104, 929 

11, 100 

Commerce,  Bureau  of  Public  Roads 

1, 043 

Personnel  summary 


1965 

presently 

available 

1965 

revised 

estimate 

1965 

increase 

FOREST  SERVICE 

Total  number  of  permanent  positions  . ^ 

3, 561 
2,915 

3, 561 
2, 990 

Full-time  equivalent  of  other  positions 

76 

Average  number  of  all  employees 

6, 140 

6, 215 

75 

ALLOTMENT  ACCOUNTS 

Total  number  of  permanent  positions  

36 

36 

Fnli-time  equivalent  of  other  positions 

2 

2 

Average  number  of  all  employees  

20 

20 
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Program  and  financing 


[In  thousands  of  dollars] 


1965 

presently 

available 

1965 

revised 

estimate 

1965 

increase 

Program  by  activities: 

66, 671 
21, 936 

66, 671 
30, 036 

8, 100 

Total  program  costs,  funded  i 

88,  607 
6,  265 

96,707 
9, 265 

8, 100 
3, 000 

Change  in  selec^ted  resources  2 

10  Total  obligations 

94, 872 

-13, 141 
-90, 180 
93, 449 

105, 972 

-13, 141 
-90, 180 
82, 349 

11, 100 

Financing: 

Receipts  and  reimbursements  from: 

11  Administrative  budget  accounts  (16  U.S.C.  501) 

21. 49  Unobligated  balance  available,  start  of  year:  Contract 
authorization  . . 

24. 49  Unobligated  balance  available,  end  of  year:  Contract 
authorization 

-11, 100 

New  obligational  authority 

85,  000 

85,  000 

New  obligational  authority: 

49  Current  contract  authorization  (78  Stat.  397  and  23 

U.S.C.  203) 

85, 000 

85,  000 

Relation  of  obligations  to  expenditures: 

10  Total  obligations 

94, 872 
-13, 141 

105, 972 
-13, 141 

11, 100 

70  Receipts  and  other  offsets  (items  11  to  17) 

71  Obligations  affecting  expenditures 

Obligated  balance  start  of  year: 

72.40  Cash 

81,  731 

13, 436 
17,783 

92, 831 

13, 436 
17,  783 

11, 100 

72. 49  Contract  authorization 

Obligated  balance,  end  of  year: 

74.40  Cash 

74. 49  Contract  authorization 

-28, 042 

-37, 142 

-9, 100 

90  Expenditures 

84, 908 

86, 908 

2, 000 

1 Includes  capital  outlay  of  $46,000,000. 

2 Selected  resources  as  of  June  30  are  as  follows: 


1964 

1965  previous 
estimate 

1965  revised 
estimate 

Unpaid  undelivered  orders 

23, 735 

30, 000 

33, 000 

Status  of  unfunded  contract  authorization 
[In  thousands  of  doUars] 

1965 

presently 

available 

1965 

revised 

estimate 

1965 

increase 

Unfunded  balance,  start  nf  vear 

107,964 
85, 000 
-121,491 

107,964 
85, 000 
-119, 491 

Contract  authorization _ _ _ . . _ 

Unfunded  balance,  end  of  year.  

Appropriation  to  liquidate  contract  authorization 

-2, 000 

71,472 

73, 472 

2,000 
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Forest  Roads  and  Trails  (Liquidation  of  Contract  Authorization),  1965 

(H.  Doc.  Ill) 

R,equest 

Appropriation  to  date__ 

Obligations  to  Jan.  31,  1965 

Expenditures  to  Jan.  31,  1965 

Budget  estimate  next  fiscal  year 

Employment : 

Average  number  current  appropriation. 

Average  number  involved  this  estimate. 

Estimated  employment  Jan.  31,  1965__ 

1 Includes  supplemental  of  $1,172,000  for  increased  pay  act  costs  (Public  Law  88-426). 

PROPOSED  LANGUAGE 

For  an  additional  amount  for  “Forest  roads  and  trails  (liquidation  of  contra  g. 
authorization),”  $2,  000,  000,  to  remain  available  until  expended. 

EXPLANATION  OF  LANGUAGE 

This  proposed  supplemental  appropriation  would  be  used  to  liquidate  obliga- 
tions to  repair,  replace,  or  restore  national  forest  roads,  trails,  bridges,  and  culverts 
destroyed  or  damaged  by  disastrous  floods  which  struck  a large  area  of  California, 
Idaho,  Montana,  Oregon,  and  Washington  during  December  1964  and  January 
1965. 

PURPOSE  AND  NEED  FOR  SUPPLEMENTAL  FUNDS 

The  devastating  floods  caused  by  storms  of  December  1964  and  January  1965 
exceeded  any  known  in  the  areas.  Major  damage  was  sustained  by  improve- 
ments located  in  substantial  portions  of  18  national  forests.  Damage  also  oc- 
curred on  other  national  forests. 

The  specific  extent  of  damage  will  not  be  known  for  some  time,  due  to  inaccessi- 
bility and  snow  coverage.  The  estimates  included  herein  have  been  made  as 
precisely  as  conditions  permitted  and  are  considered  to  be  on  the  conservative 
side. 

Repair  of  Northwest  Flood  Damages 

Mr.  Denton.  $2  million  is  requested  to  liquidate  obligations  for  the 
repair  and  replacement  of  national  forest  roads  and  trials  and  related 
facilities  destroyed  by  the  recent  floods  in  California  and  the^  North- 
west. Insert  the  item  from  House  Document  111  and  the  justifica- 
tions in  the  record. 

(The  matter  referred  to  follows:) 

“forest  roads  and  trails  (LIQUIDATION  OF  CONTRACT  AUTHORIZATION) 

“For  an  additional  amount  for  ‘Forest  roads  and  trails  (liquidation  of  contract 
authorization’),  $2,000,000,  to  remain  available  until  expended.” 

Most  damage  was  to  roads,  bridges,  and  major  culverts,  with  damage  also  to 
trails,  recreation  developments,  and  administrative  facilities.  Areas  examined 
showed  over  9,000  miles  of  national  forest  system  roads  and  almost  600  bridges  and 
major  culverts  were  completely  destroyed  or  made  unusable-  Additionally, 
many  timber-purchaser-built  roads  in  various  stages  of  construction  were  also 
severely  damaged  and  will  need  major  reconstruction.  These  purchaser-con- 
structed roads  are  built  for  particular' national  forest  timber  sales' and,  upon 
inspection  and  acceptance  by  the  Forest  Service,  become  a part  of  the  national 
forest  road  system. 

Many  such  roads  were  also  severely  damaged  and  will  need  major  reconstruc- 
tion. It  is  most  urgent  that  all  component  parts  of  the  transportation  system 
which  serves  the  national  forests  be  restored  as  soon  as  possible.  These  trans- 
portation facilities  are  vital  feeder  routes  from  the  national  forest  lands  to  county. 
State,  and  Federal  highway  systems.  Over  these  roads  pass  the  timber  and  other 
products  and  recreation  visitors  for  hunting,  fishing,  and  outdoor  recreation  so 
essential  to  the  economic  base  of  many  communities.  Protection,  development, 
and  utilization  of  the  national  forests  cannot  continue  without  an  adequate  road 
and  trail  system.  The  livelihood  of  thousands  of  persons  in  the  stricken  areas  are 


- $2,  000,  000 
1 $71,  472,  000 
. $39,223,915 
. $46,  172,  906 
. $78,  672,000. 

6,  160 
. . 75 

4,  310 
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dependent  upon  continued  operation  pf  the  industries  which  must  obtain  their  raw 
materials  and  move  their  products  over  the  roads  and  highways  of  the  area. 
Timber  sales  and  volumes  of  timbef  ava^ilable  have  a substantial  effect  on  the  mills 
and  processing  plants  in  the  flooded  areas  and  consequently  on  the  number  of 
people  involved.  Until  access  roads  can  be  restored,  and  log  inventories  brought 
back  to  normal,  the  communities  dependent  upon  and  people  employed  by  these 
industries  will  face  the  result  of  mill  shutdown  and  unemployment. 

Justification  for  supplemental  estimate,  fiscal  year  1965  for  ‘^Forest  roads  and  trails 
{liquidation  of  contract  authorization)’^ 


Appropriation  Supplemental 
to  date,  1965  estimate,  1965 


Revised  total, 
1965 


Construction  of  roads  and  trails. 
Maintenance  of  roads  and  trails. 


$73,  686,  693 
21, 185, 000 


$11, 100, 000 


$73,  686,  693 
32,  285,000 


Total 

Transfer  from  “Roads  and  trails  for  States”. 


94, 871,  693 
-13, 141,263 


11,100,000 


105, 971, 693 
-13, 141, 263 


Program  under  “Forest  roads  and  trails”  contract 

authorization - ^ 

'Change  in  unfunded  obligations 


81, 730, 430 
-10, 258, 430 


11, 100, 000 

-9, 100,000 


92, 830, 430 
-19, 358,430 


Total. 


71, 472, 000 


2,000,000 


73, 472, 000 


An  increase  of  $2  million  is  needed  to  meet  cash  requirements  for  liquidation 
of  contract  authorization.  This  supplemental  appropriation  is  required  to  pay 
for  obligations  incurred  in  connection  with  the  repair,  replacement,  and  restoration 
of  national  forest  roads,  trails,  bridges,  and  culverts  damaged  by  the  disastrous 
floods  which  struck  California  and  the  Pacific  Northwest  during  December  1964 
and  January  1965.  The  following  analyses  explain  the  authorization  and  cash 
needs  for  fiscal  year  1965: 


Analysis  of  contract  authorization: 

Estimated  obligations,  fiscal  year  1965 $13,  000,  000 

Reprogram  from  current  programs.- 1,  900,  000 

Total  new  obligations 11,  100,  000 

Authorization  restored,  Feb.  4,  1965  ^ 8,  450,  000 

Use  of  1966  authority  in  1965 2,  650,  000 

Analysis  of  cash  requirements: 

72  percent  of  total  obligations  (72  percent  of  $13,000,000) 9,  400,  000 

Reprogram  from  current  program 1,  900,  000 

Estimated  cash  balance  from  1965  regular  program 5,  500,  000 

Total ^ 7,  400,  000 


Cash  required  for  flood  damage 2,  000,  000 

1 Authorization  which  was  previously  not  administratively  approved  for  obligation. 


FLOOD  DAMAGES  TO  FOREST  ROADS  AND  TRAILS 

Mr.  Denton.  Please  summarize,  for  us  the  damage  that  was  in- 
curred by  the  Forest  Service  facilities. 

Mr.  N ELSON.  Mr.  Chairman,  there  was  about  $47  million  worth  of 
damage  done  to  Forest  Service  roads  and  trails.  We  have  actually 
looked  at  and  surveyed  about  9,000  miles  of  roads  which  were  damaged 
and  this  was  about  75  percent  of  the  areas  suffering  damages.  It  was 
that  part  we  were  able  to  see  before  the  snows  covered  up  the  rest  of  it. 
We  estimate  there  may  be  as  much  as  12,000  miles  of  roads  damaged. 
There  were  581  bridges  and  major  culverts  destroyed  or  made  un- 
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usable.  I had  some  charts  and  pictures  here  when  we  met  with  you 
on  the  regular  appropriations.  We  had  extensive  trail  damage  both 
to  trail  bridges  and  to  trails  themselves.  We  have  gone  to  work  on 
repairing  damages  in  order  to  get  the  timber  sales  back  in  operation, 
and  get  some  of  the  roads  opened  up  for  other  uses  with  at  least 
temporary  repair. 

The  Budget  Bureau  promptly  released  about  $8.4  million  of  con- 
tracting authorization  that  had  not  been  apportioned  before,  so  that 
is  being  used.  Just  a few  weeks  ago  the  Budget  Bureau  released 
$2,650,000  additional  contracting  authority  which  was  borrowed  from 
the  1966  authorization. 

We  are  reprograming  $1,900,000  of  our  regular  1965  contracting: 
authority  to  get  on  with  this  repair  work.  It  has  been,  as  Mr.  Fox 
said,  the  most  extensive  single 

Mr.  Denton.  It  must  have  been  a terrible  flood. 

Mr.  Nelson.  That  is  correct.  In  fact  I heard  some  testimony 
over  in  the  Public  Works  Committee  the  other  day  that  the  Eel  River 
had  as  much  water  in  it  at  one  stage  as  the  Mississippi  carries  at 
Memphis.  The  Eel  River  is  normally  a very  small  river. 

Mr.  Denton.  Briefly  explain  the  total  obligations  being  incurred 
under  the  contract  authorization  due  to  this  damage,  and  how  it  is 
being  funded  from  a cash  standpoint  including  this  estimate  of  $2 
million. 

CASH  AVAILABILITY 

Mr.  Nelson.  I talked  about  the  additional  contract  authoriza- 
tion that  has  been  made  available  to  us.  Then  we  get  down  to  the 
cash  part.  We  have  $13  million  of  the  total  damages  that  we  are 
contracting  this  fiscal  year  in  relation  to  this  flood  damage.  Of  the 
$13  million,  we  figure  that  about  72  percent  of  the  bills  will  have  to  be 
paid  before  July  1,  which  makes  a cash  need  of  $9,400,000.  We 
were  reprograming  $1.9  million  and  that  was  already  funded.  We 
had  a cash  balance  of  $5.5  million  that  we  figured  was  available^ 
making  a total  of  $7.4  million  cash  available  to  cover  the  $13  million 
obligating  authority.  The  cash  needed  to  cover  these  contracts 
before  July  1 would  be  $9.4  million,  so  it  leaves  us  $2  million  of  actual 
additional  cash  that  we  will  have  to  have.  I do  want  to  mention 
that  this  cash  situation  does  anticipate  that  the  supplemental  re- 
quest of  $1,172,000  for  the  pay  act  for  roads  and  trails  would  be 
acted  favorably  upon  because  that  is  included  as  cash  available. 

Mr.  Denton.  Mrs.  Hansen? 

DAMAGES  TO  FACILITIES 

Mrs.  Hansen.  Without  regard  to  this  budget  estimate,  which  re- 
quests only  partial  funding  of  need,  what  is  your  best  estimate  now  of 
the  total  damage  to  3’our  facilities  from  the  flood? 

Mr.  Fox.  The  overall  damage  to  Forest  Service  facilities  is  esti- 
mated to  be  about  $52,300,000.  In  addition,  $270,000  is  needed  to 
protect  inaccessible  forest  areas  from  fire  and  $346,000  is  needed  to 
step  up  sales  of  timber  to  the  wood-using  industry  until  log  inventories 
are  restored  to  normal. 

Mrs.  Hansen.  Identify  the  types  of  damages  and  your  present 
dollar  estimate  for  each. 

Mr.  Fox.  Damage  to  roads,  trails,  bridges,  and  major  culverts  was 
extensive.  Some  were  completely  destroyed  or  made  unusable.  It 
is  estimated  that  $47  million  will  be  required  to  restore  and  repair 
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this  damage.  Sewer  and  water  systems,  offices,  cabins,  and  other  ad- 
ministrative improvements  were  damaged.  Estimated  restoration 
cost  is  $529,000.  Camp  and  picnic  ground,  boat  launching,  and  other 
recreation  improvements  were  damaged;  estimated  cost  to  repair, 
$904,000.  High  water <and  debris*  scoured  streams  and  knocked  out 
wildlife  habitat  improvements  destroying  fish  habitat  and  feed  con- 
ditions. Restoration  will  cost  an  estimated  $59,000.  Range  fences, 
tanks,  ponds,  and  other  range  improvements  were  damaged ; estimated 
cost  to  repair,  $74,000.  The  flood  deposited  logs  and  debris  in 
rivers,  streams,  and  reservoirs.  Streams  were  scoured  and  stream- 
banks  were  undercut  causing  erosion  and  sedimentation.  Estimated 
cost  to  restore  sod  and  water  projects,  remove  logs  and  other  debris, 
and  stabilize  banks  and  restore  stream  channels  is  $3,531,000. 

Mrs.  Hansen.  Why  are  you  only  asking  for  partial  funding  of 
your  needs? 

Mr.  Fox.  Only  sufficient  funding  is  requested  in  the  forest  roads 
and  trails  appropriation  to  hquidate  flood-restoration  obhgations  in- 
curred in  fiscal  year  1965  pursuant  to  authorization  contained  in  the 
Federal-Aid  Highway  Act  of  1964.  This  act  places  a hmitation  on 
the  amount  which  may  be  obhgated  for  forest  road  and  trail  purposes 
each  year  and  funding  is  normally  requested  in  budget  estimates  to 
pay  bills  as  they  are  received.  In  the  case  of  the  current  supple- 
mental request,  fiscal  year  1966  contract  authorization  was  advanced 
to  fiscal  year  1965.  This  is  permitted  by  the  Federal-Aid  Highway 
Act.  However,  unless  such  contract  authorization  is  later  restored, 
it  will  be  necessary  to  cut  back  on  our  regular  road  programs  in  1966 
and  1967  by  the  amount  of  the  total  road-damage  costs  resulting  from 
flood-restoration  work.  Obviously,  additional  funding  would  be 
needed  later  to  pay  the  bills. 

Mrs.  Hansen.  Do  you  plan  to  absorb  some  of  the  losses? 

Mr.  Fox.  Yes;  we  plan  to  absorb  $2,900,000  of  the  cost  of  restoring 
forest  roads  and  trails  and  $1,668,824  of  the  cost  of  repairing  recrea- 
tion, water,  wildhfe,  and  various  other  improvements. 

Mrs.  Hansen.  What  will  be  the  effect  on  each  program  of  this 
absorption? 

Mr.  Fox.  The  effect  of  the  absorption  wiU  be  the  same  for  each 
program.  Urgent  work  planned  to-be  accomphshed  and  justified 
before  this  committee  will  have  to  be  deferred.  Such  deferment 
necessarily  means  that  we  are  getting  further  behind  in  relation  to  the 
10-year  development  program  for  the  national  forests.  You  will 
recall  that  we  have  already  had  substantial  previous  absorption  of 
costs  this  year,  for  restoring  improvements  damaged  in  the  Montana 
flood. 

Mrs.  Hansen.  If  you  do  not  know  yom*  total  firm  losses,  how  do 
you  know  what  you  can  absorb? 

Mr.  Fox.  The  amount  that  we  feel  we  can  absorb  without  materially 
affecting  our  overall  programs  is  determined  as  soon  as  possible  after 
a disaster  strikes.  After  a certain  damage  level,  this  figure  arrived  at 
normally  remains  about  the  same  regardless  of  the  total  damage  costs. 
The  amount  of  known  damage  to  roads  and  trails  is  so  large — about 
$38  million — that  additional  estimated  road  damage  would  not  affect 
the  amount  that  we  are  able  to  absorb. 

Mrs.  Hansen.  Would  there  be  any  loss  or  problem  to  the  Treasury 
if  we  appropriated  the  full  amount  estimated  now  to  be  the  loss  of 
your  lands?  ^ 
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Mr.  Fox.  It  is  our  understanding  that  the  timing  of  appropriations 
has  little,  if  any,  effect  on  the  Treasury.  The  rate  of  payment  of 
obligations  is  the  significant  factor. 

Mrs.  Hansen.  Would  you  be  better  able  to  plan  for  the  total  and 
_ orderly  repair  of  damage  if  you  were  given  the  total  of  your  estimated 
needs  rather  than  the  part  now  being  requested? 

Mr.  Fox.  There  is  no  question  but  that  maximum  flexibility  and 
timing  would  be  attained  if  the  entire  amount  were  appropriated. 

Mr.  Denton.  Thank  you.  Mr.  Marsh. 

Mr.  Marsh.  I have  no  questions. 

Mr.  Denton.  Mr.  Reifel. 

APPALACHIAN  REGION  REQUESTS  COVERED  IN  PRESIDENT’S  BUDGET 

MESSAGE 

Mr.  Reifel.  Yes.  This  is  a total  of  $8,485,000  that  is  requested 
here.  Are  these  all  covered  in  the  President’s  budget  message? 

Mr.  Fox.  Yes. 

Mr.  Reifel.  It  is  already  in  the  President’s  budget  that  came  to 
Congress? 

Mr.  Rasmussen.  This  was  worked  out  with  the  President’s  Appala- 
chian Committee. 

Mr.  Reifel.  That  is  all. 

Mr.  Denton.  Mr.  McDade. 

Mr.  McDade.  I would  like  to  inquue  about  one  thing  if  I may, 
Mr.  Chairman,  on  page  4 of  the  initial  request,  roughly  $4,635,000 — 
off  the  record. 

(Discussion  off  the  record.) 

ACQUISITION  OF  LAND— WEEKS  ACT 

Mr.  McDade.  There  is  a request  on  that  page  for  a million  dollars 
for  the  acquisition  of  land  under  the  Weeks  Act. 

Mr.  Nelson.  Yes. 

Mr.  McDade.  I wonder  if  first  of  all  you  could  tell  me  a little  about 
the  legislative  guideline  under  which  you  must  purchase  this  land. 

Mr.  Nelson.  The  Weeks  law  was  established  in  1911,  so  the 
Weeks  law  purchase  program  has  been  going  on  for  better  than  50 
years.  The  Weeks  law  set  up  the  National  Forest  Reservation  Com- 
mission, and  that  Commission  is  made  up  of  the  Secretaries  of  Agri- 
culture, Interior,  and  Army,  and  two  Senators,  and  two  Congressmen. 
The  Commission  is  our  guide  on  policy  matters  in  aU  acquisition  under 
the  Weeks  law.  In  fact,  the  Commission  approves  each  and  every 
acquisition  case  as  to  its  value.  The  Commission  also  is  authorized  to 
establish  purchase  units  within  which  the  Forest  Service  can  pm'chase 
land.  In  relation  to  this  particular  Appalachia  program  the  Commis- 
sion has  established  a purchase  unit  in  eastern  Kentucky.  It  is 
believed  that  it  is  necessary  and  desirable  to  help  the  overall  economic 
situation  in  Kentucky  and  especially  in  relation  to  prevention  of 
floods,  giving  better  fire  protection,  getting  timber  growing  on  that 
land  so  that  it  will  have  an  economic  value  in  producing  products 
for  the  area,  improving  the  wildlife  habitat,  and  of  course  some  of 
the  recreation  opportunities.  ■ 
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Mr.  McDade.  In  other  words,  all  the  money  that  is  included  in 
this  request  is  already  allocated  to  the  purchase  of  lands  that  have 
been  selected? 

Mr.  Nelson.  We  anticipate  that  most  of  it  would  be  used  in  the 
Kentucky  area,  but  parts  of  ikwould  be  used  in  West  Virginia,  for 
purchase  of  depleted  lands  in  West  Virginia,  as  well  as  Kentucky, 
but  the  major  part  of 'it  would  be  in  Kentucky.  In  a place  like 
West  Vu’ginia  the  actual  land  purchased  would  depend  somewhat  on, 
after  the  Appalachia  Commission  gets  established,  the  need  for  a 
purchase  of  land  to  cooperate  with  other  rehabilitation  programs 
sponsored  by  the  Commission.  We  would  give  priority  to  that,  and 
that  is  why  I cannot  say  just  exactly  how  much  land  would  be  bought 
or  how  many  dollars  would  be  put  in  one  particular  place;  but,  as  I 
mentioned  before,  the  major  part  of  it  would  be  in  these  two  areas. 

Mr.  McDade.  There  is  a lot  of  depleted  land  in  Pennsylvania. 

Mr.  Nelson.  Yes. 

Mr.  McDade.  That  might  be  eligible.  Has  this  been  examined? 

Mr.  Nelson.  Your  colleague,  Mr.  Saylor,  is  one  of  the  members 
of  the  National  Forest  Reservation  Commission,  and  I imagine  he 
will  be  questioning  us  about  that.  Depleted  land  within  the  Alle- 
gheny National  Forest  can  be  considered  in  future  years. 

Mr.  McDade.  I am  glad  to  hear  that. 

Mr.  Nelson.  Although  for  the  first  year  we  feel — and  we  have 
talked  this  over  with  the  staff  of  the  Commission — that  it  would  be 
better  to  concentrate  in  Kentucky  and  West  Virginia. 

Mr.  McDade.  I have  no  further  questions. 

Increased  Pay  and  Related  Costs  

Mr.  Denton.  Thank  you  very  much.  LePs  insert  in  the  record  a 
summary  of  the  increased  pay  and  related  costs  pursuant  to  Public 
Law  88-426. 

(The  information  follows:) 

Increased  pay  and  related  costs  pursuant  to  Public  Law  88-426 


Supplemental  appropriation  requested; 

Forest  protection  and  utilization  (H.  Doc.  80) $3,  924,  000 

Forest  roads  and  trails  (H.  Doc.  98) 1,  172,  000 

Total 5,096,000 


The  1965  cost  of  the  pay  increase  and  the  amount  being  absorbed  are  listed 
below  for  all  Forest  Service  appropriations.  This  analysis  shows  that  about  32 
percent  of  the  pay  act  costs  is  being  absorbed. 


1965  cost  of 
pay  increase 

Amount  to 
be  absorbed 

1965  supple- 
mental 
required 

Forest  protection  and  utilization:  ' 

Forest  land  management.  — 

Forest  research  __ 

$4, 104, 000 
900,000 
74,000 

$942,000 
196, 000 
16, 000 

$3, 162, 000 
704, 000 
58, 000 

State  and  private  forestry  cooperation ...... 

Total,  forest  protection  and  utilization  ...  

Forest  roads  and  trails  

5, 078, 000 
1,  500, 000 
901,306 

1, 154, 000 
328, 000 
901,306 

3. 924. 000 

1. 172. 000 

All  other  funds  . 

Total . _ 

7,479,306 

2, 383, 306 

5, 096, 000 
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To  absorb  additional  costs  would  require  curtailment  of  activities  such  as 
timber  sales,  recreation,  fire  protection,  reforestation,  range  resource  management, 
forest  pest  control,  forest  research,  and  general  forestry  assistance;  and  would 
result  in  serious  disruption  of  both  the  regular  roads  and  trails  program  and 
the  repair  of  recent  flood  and  earthquake  damages. 


DEPARTMENT  OF  HEALTH,  EDUCATION,  AND  WELFARE 
Public  Health  Service 
Indian  Health  Activities 

Tuesday,  March  23,  1965. 

WITNESSES 

DR.  CARRUTH  J.  WAGNER,  CHIEF,  DIVISION  OF  INDIAN  HEALTH 
HENRY  V.  CHADWICK,  CHIEF,  OFFICE  OF  ADMINISTRATION 
ALBERT  H.  STEVENSON,  CHIEF,  OFFICE  OF  ENVIRONMENTAL 
HEALTH 

SOL  ORDEN,  CHIEF,  FINANCIAL  MANAGEMENT  BRANCH,  DIVISION 
OF  INDIAN  HEALTH 

Construction 


Obligations  by  objects 


1965 

presently 

available 

1965 

revised 

estimate 

Increase 

Total  number  of  permanent  positions 

0 

0 

0 

Full-time  equivalent  of  other  positions 

0 

0 

0 

Average  number  of  all  employees 

136 

138 

+2 

11  Personnel  compensation _ 

$826, 000 

37.000 

59. 000 
107,  000 

8,000 

20.000 
3, 039, 000 

144.000 

358.000 
7,  533,  509 

$838, 000 

38. 000 

60.000 

109.000 
- 8, 000 

20,000 
3, 193, 000 

146.000 

375. 000 
7,844,  509 

+$12, 000 
+1,000 
+1,000 
+2,000 

12  Personnel  benefits _ - 

21  Travel  and  transportation  of  persons 

22  Transportation  of  things  _ 

23  Rent,  communications,  and  utilities 

24  Printing  and  reproduction 

25  Other  services 

+154,  000 
+2,000 

26  Supplies  and  materials 

31  Equipment.  

+17, 000 
+311,  000 

32  Lands  and  structures 

Total  obligations 

12, 131, 509 

12, 631, 509 

500, 000 

Amounts  available  for  obligation 


1965 

presently 

available 

1965 

revised 

estimate 

Increase 

Appropriation  . - - 

$8, 335,  000 
4,170, 509 

$8, 835, 000 
4,170, 509 

$500, 000 

Unobligated  balance  from  prior  years 

Total  amoimt  available  - 

12, 505, 509 

13, 005, 509 

500, 000 
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Obligations  by  activities 


1965 

presently 

available 

1965 

revised 

estimate 

Increase 

HospitfVlS  plinipj?  _ . . . 

$5, 605, 868 
885, 323 
1, 391, 097 
4,  249,  221 

$5,  605, 868 
885. 323 
1, 391,  097 
4,  749,  221 

Pe|-c:npnp1  qiiart-prs  . 

Alterations  

nf  Indian  sanitation  fanilitias  . . 

$500, 000 

Total  obligations 

12, 131,  509 
374,  000 

12,  631,  509 
374, 000 

500, 000 

tia.lanop.  oarriftd  forward  _ _ 

Total  avail  obi  ft  

12,  505, 509 

13,  005,  509 

500, 000 

Mr.  Denton.  We  shall  take  up  now  the  Indian  Health  Activities 
under  the  Public  Health  Service.  Now,  Doctor,  do  you  have  a 
statement? 

Dr.  Wagner.  Yes,  sir. 

Mr.  Denton.  Would  you  put  your  statement  in  the  record? 

Dr.  Wagner.  Yes,  sir. 

(The  statement  follows:) 

Statement  of  Chief,  Division  of  Indian  Health  Activities 

Mr,  Chairman  and  members  of  the  committee,  during  the  months  of  December 
1964  and  January  1965,  rainfall  of  extraordinary  intensity  and  duration  fell 
parts  of  Washington,  Oregon,  Idaho,  California,  and  Nevada.  In  some  places 
nearly  32  inches  of  rainfall  were  recorded  in  an  18-day  period.  As  a result  of  this 
unusual  rainfall,  combined  with  runoff  from  metling  snow,  severe  flooding,  and 
rock  and  mud  slides,  occurred  in  the  affected  areas.  The  President  declared  the 
affected  areas  of  the  States  of  California  and  Oregon  disaster  areas  on  December 
24,  1964;  State  of  Washington  on  December  29,  1964;  and  State  of  Idaho  on 
December  31,  1964. 

Many  Indian  beneflciaries  of  the  Public  Health  Service  reside  within  the  areas 
affected  by  the  storms.  A field  survey  of  their  homes  was  conducted  jointly  by 
the  Public  Health  Service  and  the  Bureau  of  Indian  Affairs  and  revealed  that 
sanitation  facilities  serving  more  than  480  Indian  families  were  destroyed  or 
severely  damaged.  To  prevent  outbreaks  of  disease  among  those  people  and  to 
provide  temporary  restoration  of  some  services,  emergency  measures  were  under- 
taken and  in  most  instances  have  been  completed. 

However  major  construction,  renovation,  repair,  and  replacement  of  damaged 
facilities  is  still  required  in  order  to  provide  these  storm  stricken  Indian  homes 
with  essential  sanitation  facilities  needed  to  minimize  certain  health  hazards. 
The  $500,000  requested  as  a supplemental  appropriation  for  fiscal  year  1965  will 
permit  the  undertaking  of  this  necessary  work  during  the  approaching  construc- 
tion season. 

The  work  will  be  accomplished  by  the  Public  Health  Service  under  the  author- 
ity of  Public  Law  86-121,  the  Indian  Sanitation  Facilities  Construction  Act. 
The  seven  projects  will  provide  running  water  and  sanitary  waste  disposal  facilities 
for  Indian  homes  damaged  by  the  storms.  Work  on  Indian  homes  being  repaired 
or  replaced  by  the  Bureau  of  Indian  Affairs  will  be  coordinated  with  that  agency 
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SUMMAEY  OF  DAMAGE  CAUSED  BY  FLOODS 

Mr.  Denton.  Would  you  summarize  it  very  briefly? 

Dr.  Wagner.  Very  good,  sir;  I will  summarize  it  very  briefly. 
During  the  months  of  December  of  1964  and  January  of  1965,  rainfall 
of  extraordinary  intensity  and  duration  fell  on  parts  of  Washington, 
Oregon,  Idaho,  California,  and  Nevada.  As  a result  of  this  unusual 
rainfall,  combined  with  runoff  from  melting  snow,  severe  flooding 
and  rock  and  mud  slides  occurred  in  the  affected  areas.  These  areas 
were  declared  disaster  areas  by  the  President.  We  went  in  and  did 
some  fleld  surveys  in  coordination  with  the  Bureau  of  Indian  Affairs, 
and  it  was  determined  that  the  sanitation  facilities  serving  more  than 
480  Indian  families  had  been  destroyed  or  seriously  damaged. 

We  are  requesting  a supplemental,  Mr.  Chairman,  of  $500,000  in 
fiscal  year  1965  to  permit  the  repair  of  these  damaged  facilities.  I can 
summarize  very  quickly  the  location  of  these  facilities. 

Justification  of  the  Estimates 

Mr.  Denton.  This  will  be  good  enough.  You  have  it  in  the  record. 
We  wiU  insert  the  items  from  House  Document  111  and  the  justifica- 
tion in  the  record. 

(The  matter  referred  to  follows:) 

^‘DEPARTMENT  OF  HEALTH,  EDUCATION,  AND  WELFARE 
“Public  Health  Service 

“construction  of  INDIAN  HEALTH  FACILITIES 

“For  an  additional  amount  for  ‘Construction  of  Indian  health  facilities’* 
$500,000,  to  remain  available  until  expended.” 

A supplemental  appropriation  in  1965  in  amount  of  $500,000  is  requested  to 
correct  severe  damage  caused  by  floods  and  resultant  mud  and  rock  slides. 

During  the  months  of  December  1964  and  January  1965,  rainfall  of  extraor- 
dinary intensity  and  duration  fell  on  parts  of  Washington,  Oregon,  Idaho, 
California,  and  Nevada.  In  some  places  nearly  32  inches  of  rainfall  were  recorded 
in  an  18-day  period.  As  a result  of  this  unusual  rainfall,  combined  with  runoff 
from  melting  snow,  severe  flooding,  and  rock  and  mud  slides,  occurred  in  the 
affected  areas.  The  President  declared  the  affected  areas  of  States  of  California 
and  Oregon  disaster  areas  on  December  24,  1964;  State  of  Washington  on  Decem- 
ber 29,  1964;  and  State  of  Idaho  on  December  31,  1964. 

As  a result  of  field  surveys,  and  in  coordination  with  the  Bureau  of  Indian 
Affairs,  it  has  been  determined  that  sanitation  facilities  serving  more  than  480 
Indian  families  have  been  destroyed  or  severely  damaged.  Emergency  measures 
to  prevent  disease  outbreaks,  and  to  temporarily  restore  some  services,  have  been 
initiated.  However,  major  construction  renovation,  repair  and  replacement  of 
the  damaged  facilities  is  required.  A supplemental  appropriation  in  the  amount 
of  $500,000  is  requested  in  fiscal  year  1965  to  permit  the  Division  of  Indian  Health 
to  undertake  this  work. 

The  work  would  be  accomplished  by  the  Public  Health  Service  under  authority 
of  Public  Law  86-121,  the  Indian  Sanitation  Facilities  Construction  Act.  The 
projects  would  provide  running  water  and  sanitary  waste  disposal  facilities  for 
Indian  homes  and  communities  damaged  by  the  storms,  including  Indian  homes 
being  repaired  or  replaced  by  the  Bureau  of  Indian  Affairs. 

The  following  table  outlines  the  Indian  reservations  and  communities  in  which 
facilities  are  required,  the  nature  of  the  damage  sustained,  facilities  needed,  and 
the  estimated  cost  of  the  work  to  be  done. 
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Indian  reservations  and  communities  requiring  sanitation  facilities  as  a result  of 
floods  in  the  States  of  Washington,  Oregon,  Idaho,  California,  and  Nevada 


Reservation  or 
community 

Damage 

Facilities  needed 

Estimated 

cost 

Hoopa,  Calif 

Tribal  community  water  sys- 
tem damaged;  also  individ- 
ual sanitary  facilities  serving 
approximately  170  Indian 
families  damaged  or  de- 
stroyed. 

Repair  and  replacement  of 
community  and  individual 
systems. 

$240,000 

Hoopa  extension,  Cali- 
fornia. 

Individual  type  sanitary  facil- 
ities serving  42  homes  in  this 
area  damaged  or  destroyed. 
Also  some  damage  to  small 
community  type  systems. 

Repair  and  replace  damaged 
community  and  individual 
water  supply  and  waste  dis- 
posal facilities. 

133,000 

Resighini,  Calif. 

Sanitary  facilities  damaged  or 
destroyed.  Community 
evacuated.  All  but  2 homes 
destroyed. 

Repair  and  replace  damaged 
or  destroyed  sanitary  facili- 
ties. 

28, 000 

Scattered  Indian  homes, 
northern  California. 

Some  60  Indian  homes  in 
scattered  locations  sustained 
damaged  or  destroyed  sani- 
tary facilities. 

Repair  and  replace  individual 
water  supply  and  waste  dis- 
posal facilities. 

50, 000 

Pyramid  Lake,  Nev 

The  main  water  supply  serv- 
ing this  community  of  ap- 
proximately 75  families  dam- 
aged and  imperiled  by 
Truck ee  River. 

Construct  new  community 
water  supply  source. 

9, 000 

Warm  Springs,  Oreg 

Exteiisive  damage  to  Indian 
community  tmnk  sewer  and 
sewage  treatment  facilities. 

Replace  community  trunk 
sewer  and  rebuild  sewage 
stabilization  ponds. 

100, 000 

Scattered  reservations  in 
Washington,  Idaho,  and 
Oregon. 

Total 

Approximately  30  Indian 
homes  in  scattered  locations 
sustained  damage  to  indi- 
vidual types  sanitary  facili- 
ties serving  their  homes. 

Repair  and  replace  individual- 
type  sanitary  facilities. 

40, 000 
500, 000 

1 This  amount  will  provide  for  urgently  needed  rehabilitative  work  resulting  from  the  flood.  In  addi- 
tion, the  President’s  budget  request  for  fiscal  year  1966  includes  $102,000  for  the  construction  of  sanitation 
facilities.for  this  reservation. 


USE  OF  SUPPLEMENTAL  FUNDS 

Mr.  Denton.  You  have  told  us  about  the  damage  suffered  by  these 
facilities  because  of  the  floods.  Now  tell  us  what  will  be  accomplished 
with  this  estimate. 

Dr.  Wagnek.  Very  good,  sir.  We  have  grouped  them  in  seven 
separate  locations,  Mr.  Chairman.  In  Hoopa,  Calif.,  the  tribal  com- 
munity water  supply  and  the  individual  sanitation  facilities  for  some 
170  Indian  families  were  damaged  or  destroyed.  With  $240,000  we 
can  repair  and  replace  these  facilities. 

In  the  extension  of  the  Hoopa,  Calif.,  reservation,  the  sanitary 
facilities  for  approximately  42  homes  were  damaged  or  destroyed. 
Although  the  total  cost  of  repairing  these  would  be  around  $135,000, 
we  are  only  requesting  $33,000  at  this  time,  because  there  is  a $102,000 
item  in  the  1966  budget  for  this  same  location,  which  we  plan  to  use 
to  complete  this  project. 

At  Resighini,  Calif.,  there  were  15  homes  completely  destroyed  and 
others  damaged.  We  are  requesting  $28,000  to  repair  and  replac-e 
the  damaged  or  destroyed  sanitary  facilities. 

There  are  approximately  60  homes  scattered  in  the  northern  Cali- 
fornia area  in  which  the  sanitary  and  water  supply  facilities  were 
damaged  or  destroyed,  and  we  are  requesting  $50,000  to  repair  and 
replace  these  facilities. 
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In  Nevada,  in  the  Pyramid  Lake  area,  the  water  supply  facilities 
of  75  famihes  were  damaged  and  imperiled  by  the  Truckee  Rivex„ 
and  we  are  requesting  $9,000  to  construct  a new  community  water 
supply  source  for  that  area. 

At  Warm  Springs,  Oreg.,  there  was  extensive  damage  to  the  Indian 
community  trunk  sewer  and  sewage  treatment  facilities,  and  we  are 
requesting  $100,000  to  replace  the  community  trunk  sewer  and  rebuild 
the  sewage  stabilization  ponds.  Lastly  there  were  scattered  reserva- 
tions in  Washington,  Idaho,  and  Oregon  where  approximately  30 
Indian  homes  sustained  damage  to  individual-type  sanitary  facilities. 
We  are  requesting  $40,000  to  repair  and  replace  the  individual-type 
sanitary  facilities. 


WORK  ALREADY  ACCOMPLISHED 

Mr.  Denton.  To  what  extent  has  this  work  already  been  accom- 
plished within  available  funds? 

Dr.  Wagner.  We  have  not  been  able  to  accomplish  any  of  this. 
There  are  no  funds  available  for  these  projects.  We  have  already 
obligated  about  half  of  the  funds  in  1965  and  already  committed  the 
other  half.  We  have  as  you  know,  Mr.  Chairman,  in  our  budget  an 
emergency  item,  and  we  have  used  approximately  a third  of  that 
emergency  fund  for  temporary  repair  activities. 

Mr.  Denton.  How  much  is  that? 

Dr.  Wagner.  A little  over  $40,000,  sir. 

ABSORPTION  OF  COSTS 

Mr.  Denton.  To  what  extent  do  you  believe  it  will  be  possible  to 
absorb  some  of  these  costs  within  the  existing  funds  available  for 
construction  of  Indian  health  facilities? 

Dr.  Wagner.  I don’t  see  how  we  can  absorb  anything  further  Mr. 
Chairman,  because  the  only  funds  that  we  have  remaining  are  the 
ones  that  are  committed  to  individual  projects. 

Mr.  Denton.  Very  good.  Mr.  Reifel. 

Mr.  Reifel.  I have  no  questions. 

Mr.  Denton.  Thank  you  very  much. 
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